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Executive Summary

e Privately issued dollar-linked Stablecoins in
the West and China’s state-issued Digital
Yuan represent two competing models of
digital money whose global diffusion may
shape the next turning point in international
trade.

e Stablecoins propose a more decentralized,
dynamic, and open platform, while the
Digital Yuan has a model leaning towards
centralization, stability, and predictability.

e The  ecosystem differences  between
Stablecoins and the Digital Yuan will be the
key drivers of adoption through the support
of the state, market, and technological
sociotechnical regimes.

e Geostrategic competition will trickle down to
financial technology and will be greatly
influenced by emerging markets.

e The geopolitical dimension of this rivalry is
largely indirect: while the Digital Yuan is a
state-driven instrument of Chinese financial
statecraft, Stablecoins are market-driven
products whose widespread use can
nonetheless reinforce US dollar primacy and
interact with China’s de-dollarization efforts.

Digital financial instruments have
fundamentally reformed financial systems;
however, we are still at the beginning of
global transformations, and the goal of
reshaping the world order and reducing
dependence on the dollar in many countries
requires alternative financial solutions that
not only reduce costs but are also
decentralized and not tied to central banks,
as well as secure enough to potentially
replace reserve currencies. Thanks to
technological advancements, digital
solutions offer a competitive and attractive
alternative to traditional structures - so it
naturally matters which solution will be
dominant in the coming period. The
uncertainty and lack of trust following the
financial crises characteristic of the first
decade of the 21st century accelerated this
process, and the emergence of Bitcoin in
2008 established the main direction for new
digital financial solutions, which are based
on blockchain technology and peer-to-peer
verification. This innovation then developed
in different directions, among which the
market-participant-controlled Stablecoin
and central bank-controlled Central Bank
Digital Currency (CBDC) stand out. The
emerging competition brings with it two
different approaches globally, while the
geopolitical consequences should not be
overlooked either.

1. Introduction
Digital currencies have disrupted the very
foundations of the financial system, with more

accessible, transparent, and decentralized forms of exchange emerging from the brewing distrust of the
financial system from the various bubbles, collapses, and global recessions of the 2000s and 2010s.
Notably, from the 2000s, banking collapses have been rampant globally, from the Turkish economic crisis
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in 2001,2 the 2002 banking crisis in Uruguay?® and Venezuela,* and the collapse of finance-companies of
New Zealand in 2008 had a significant effect on confidence in the global financial system, and the great
recession that followed at the tail end of the decade. Onwards to 2010 was no different, with the Greek,
Portuguese, Cypriot, and Venezuelan crises in the first half of the decade and the Russian, Brazilian,
Chinese, and Argentinian economic turbulences later on.

Ultimately, it paved the way for a drastic turnaround from traditional forms of financial assets and
markets into new forms of investments and holders of value. Market makers and players have seen the
government as a possible obstacle due primarily to policy risks and leadership uncertainty, most
significantly in emerging markets with assets that can be frozen, withheld, and transactions declined for
the sake of domestic market survival and averting capital flight, causing a possible collapse of its financial
institutions.

Questions on the overbearing influence of the financial machine and state actors created the impetus
for investors to search for more creative forms of investments that can shelter their assets from the global
economic slowdown and still present novel potential for value appreciation as compared to traditional
holders of capital, attributed as gold and bonds, and lastly, to operate outside the control of central banks
and the power of state actors. As it stands today, digital currencies have become embedded in the broader
economic competition between the United States and China. On one side, dollar-linked Stablecoins created
and governed by private actors in the US extend the reach of the dollar-based system; on the other,
China’s Digital Yuan represents a state-driven attempt to build an alternative infrastructure. These two
models are not engaged in a direct currency war, but they are increasingly evaluated by markets and
policymakers as rival solutions to the blockchain trilemma of balancing security, scalability and
decentralization.>

In public debates, digital financial change is often framed as a competition between individual
currencies. However, the real competition is between the institutional infrastructures that support them.
It's not about which unit of account will "win." It's about which settlement networks, governance models,
and technological rails will support international payments in the future. The Chinese CBDC and market-
based stablecoin ecosystems are two different ways to understand and use money. Each of these has their
own effects on control, transparency, interoperability, and economic dependence. The difference in
infrastructure, not a race for money, is what makes digital finance important for geopolitics.

2. Understanding the World of Cryptocurrencies: The Rise of Bitcoin, CBDCs and Stablecoins
Before a brief historical introduction of these financial instruments, it is useful to clarify the main concepts
used in this analysis. By blockchain we refer to a distributed ledger technology in which transactions are
recorded in blocks that are cryptographically linked, making ex post alteration very difficult.
Cryptocurrencies are digital tokens issued on such ledgers without a central issuing authority. Stablecoins
are a specific subset of cryptocurrencies whose value is designed to track an external reference (for
example a fiat currency such as the US dollar, a commodity such as gold, or a basket of assets), usually
backed by reserves held by a private issuer. By contrast, Central Bank Digital Currencies (CBDCs) are
digital forms of sovereign money issued and fully backed by a central bank, typically recorded on either a
centralized ledger or a permissioned distributed ledger. In this paper we use the term digital currency in
a broad sense that covers both privately issued stablecoins and state-issued CBDCs, and we distinguish
clearly between these two categories when discussing their geopolitical implications.

2 PEARSON, W. R.: (2024). CPR for the Turkish Economy: The 2001 Financial Crisis and its aftermath. American Diplomacy,
2024.02. [online, 2025.11.22]

3 DE LA PLAZA BRINGAS, L. - SIRTAINE, S.: An analysis of the 2002 Uruguayan banking crisis. World Bank, 2005.12.01.
[online, 2025.11.22]

4 ROMERO, S.: Tensions rise for Colombia and Venezuela. New York Times, 2007.11.26. [online, 2025.11.22]

5 The trilemma suggests that optimizing one aspect often compromises the others, making it difficult to achieve all three
simultaneously. MD SHAFIN, K., - RENO, S.: Breaking the blockchain trilemma: A comprehensive consensus mechanism for
ensuring security, scalability, and decentralization. IET Software, 2024(1). doi:10.1049/2024/6874055

© DANILO LORENZO S. DELOS SANTOS — ZOLTAN VOROS


https://americandiplomacy.web.unc.edu/2024/02/cpr-for-the-turkish-economy-the-2001-financial-crisis-and-its-aftermath/
https://documents.worldbank.org/en/publication/documents-reports/documentdetail/232951468309324842
https://web.archive.org/web/20190213010142/https:/www.nytimes.com/2007/11/26/world/americas/26venez.html

John Lukacs

Analyses on Global Affairs
2025/17

The beginning of cryptocurrencies has been unprecedented, enigmatic, and disruptive. Upon the
introduction of the blockchain system and its use in finance, it has evolved tremendously, challenging
traditional conventions of value, currency, and the economic model that has been maintained since the
end of World War II, as well as outlasting communism after the Cold War. The introduction of Bitcoin,
which is the earliest iteration of digital currencies, was centered on a peer-to-peer system intended to cut
intermediaries and secure the transfer of value from one peer to another, thereby surpassing traditional
financial institutions or trusted parties while preventing the double-spending problem, and limiting the
power of financial institutions over personal wealth.®

Attention towards alternative investment vehicles initially stemmed from the perception that they
are an alternative to fiat currencies, possessing all the attributes of money as a holder of value, a unit of
measure, and a legal tender for transactions. Though only part of it remains fulfilled with the definitive
use of digital currencies, it is still highly debated because of its real-world role in the financial system.

In reality, cryptocurrencies are highly volatile and cannot serve as a unit of measure or legal tender;
nevertheless, they are primarily used as a store of value, despite their limited use as a medium of exchange
in the market. Contrary to the lofty expectations on digital currencies during their introduction, the real
use case of cryptocurrencies to this day does not meet the intended use of the technology, leading to a
skewed understanding of digital currencies purely as a digital asset with a high risk and reward profile.

Bitcoin, in its early stages, faced skepticism from the market due to its lack of structure and control,
which, in fact, were core principles of cryptocurrencies designed to operate without arbitrary regulators
and oversight. The fact that Bitcoin's value relies solely on the concepts of scarcity and supply-demand
cycles means there is an absence of a tangible asset with a fixed value, adding further reasons for this
skepticism. Without a clear intrinsic value to anchor its price, speculators adjust Bitcoin's value based
purely on market sentiment. The supply of Bitcoins is limited by an algorithm with a total of 21 million set
by design to maintain value through scarcity and to prevent inflation, differentiating it from fiat currencies,
where inflation is somehow a natural consequence without fixed limitations.”

Backtracking to the origin of digital currencies, Bitcoin’s hype was at its peak with mainstream
journalists such as Forbes by tagging it as the best investment of the year in 2013, with record highs of
1,242 USD per coin from 12 USD per coin during the start of the same year which is a gain of 10,250
percent alluded to the weakening faith of investors to the financial firms as seen in the bank run and
takeover of the government of Cyprus.8

Essentially, the value of cryptocurrencies is derived from algorithms that can be “mined” by
processing Bitcoin transactions with the processing power of computers acting as “nodes” that maintain
and audit the blockchain ledger or record.® Unregulated and free from government or central bank
oversight, cryptocurrencies have had a polarizing reputation, given the various scams and scandals where
the digital currency was used to propagate illegal transactions and white-collar crimes.1°

During the early days and upsurge of Bitcoin, Mt. Gox handled 70 percent of all Bitcoin transactions,
leading to the incident that was the most notorious and most costly loss, totaling 650,000 BTC in 2014,
which in today’s market value will be an estimated 22-44.7 billion USD, making it the largest in the history
of the digital currency sociotechnical regime before.!! In the aftermath of the hacking incident, the financial
system has tempered its expectations for the blockchain as it turned out not to be as dependable as it was
portrayed. With no legal safeguards and a tangible value anchor, Bitcoin lost investor confidence and was
the first cautionary tale for early integrators and adapters of technology. After the events unfolded, the
price of Bitcoin significantly dropped and only recovered around the end of 2015 when speculators fueled
a steady but slow recovery of value.

6 NAKAMOTO, S.: A peer-to-peer electronic cash system. Bitcoin.org, 2008.10.31. [online, 2025.11.22]

7 How many bitcoins are there in total? Crypto.com, n.a. [online, 2025.11.22]

8 Divided government and the way forward for the markets. Forbes, 2022.11.23. [online, 2025.11.22]

9 Bitcoin: What is it and how does it work? BBC, 2024.02.27. [online, 2025.11.22]

10 2025 Crypto Crime Trends: Illicit Volumes Portend Record Year as On-Chain Crime Becomes Increasingly Diverse and
Professionalized. Chainalysis, 2025.01.15. [online, 2025.11.22]

1 The Story of Mt. Gox: Explained. Trust Wallet, 2024.11.17. [online, 2025.11.22]
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Figure 1. 2014-2015 Bitcoin Price Trend.!?

As the first major and most notorious incident of crypto wallet hacking, the Mt. Gox digital heist
shaped the way policies and eventual successors are shaped to ensure investor trust and market stability.
Nonetheless, it did not stunt the growth of other coin alternatives with the unfettered creation of alternative
coins and meme coins that have flooded the digital currency market by emulating Bitcoin and appealing
to new entrants to the speculative digital currency market who are outpriced purchasing Bitcoins. Unlike
Bitcoin, altcoins are categorized as other coins that are not Bitcoin and have varying methods of processing
transactions, security features, market correction mechanisms, and proprietary technologies that
underscore the alleged intrinsic value of alternative coins.!3

Compared to Bitcoin, altcoins and meme coins are considered relatively late entrants, having
significantly different market goals and impacts on the financial market. Altcoins, such as Stablecoins, are
considered an evolution of Bitcoin and push the supposed boundaries of the technology, or are pegged to
various value anchors, namely, dollars, gold, crypto-collateralized, and algorithm-derived sources.!*
Stablecoins’ main difference from their predecessor, Bitcoin, is how they are pegged using tangible assets,
except for those that are algorithm-based and crypto-collateralized. Since it is pegged with traditional
holders of value such as gold, Stablecoins are considered to be less volatile based on intrinsic value but
are more unpredictable and susceptible to policy changes and market systemic risks. On the contrary,
Stablecoins mimic fiat currencies with no set maximum issuance, only protocols to retire coins to maintain
and prevent market over-saturation through the private entity that issues the coin. The value of
Stablecoins operates not on the assurance set by the central bank or sovereign state, but by the private
companies that peg the coins to the reserves available to each entity. This raises fundamental questions
about the reliability, security, and dependability of the shadow currencies since market sentiments are
driven primarily by trust. Strangely, Stablecoins in this regard are regulated much like fiat currencies with
an arbitrary enforcer of value. In this case, private companies play the main role in steering monetary
balance, control, and regulation, decentralizing economic control from the government - paving the way
for potential financial collapses as well.

12 Bjtbo.io (Chart edited by the authors).

13 The rise of altcoins: What are they and why do they matter? Simple FX, 2025.11.13. [online, 2025.11.22]

14 HAFNER, M. — PEREIRA, M.H. - DIETL, H., - BECCUTI, J.: The four types of stablecoins: A comparative analysis. Ledger,
9. doi:10.5195/ledger.2024.326
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These design differences also imply distinct political economies. Stablecoins are market-driven
instruments: issuance, reserve management, and governance are handled by private entities, even if they
are increasingly subject to public regulation. CBDCs such as the Digital Yuan are state-driven instruments:
issuance and governance lie with the central bank and, ultimately, the political authorities. From a user’s
perspective, this means that stablecoins offer relatively greater distance from direct state control but
depend heavily on the credibility and transparency of private issuers, while CBDCs offer greater legal
certainty and regulatory backing at the price of much tighter state oversight. Precisely because they can
perform similar payment and settlement functions while embodying different governance logics,
stablecoins and CBDCs can become functional competitors in specific use cases, especially in cross-border
transactions.

Meme coins on the other end of the spectrum are merely cash grabs that are mostly exploited as
pump and dump schemes by utilizing the hype and clout of personalities, symbols, or pop cultural
references.!> One of the more popular memecoins, Doge coin, is made popular by Elon Musk and has been
at the center of controversy, with Musk’s posts on platform X having complete sway on the price of the
coin, with his thoughts and random comments.® Musk, being an advocate of Doge coin, gave memecoins
substantial attention and legitimacy, which is largely considered by market professionals as rug-pull scams
that aim to inflate value and withdraw swiftly, leaving the tail-end investors bearing the brunt of the value
decline.”

The vast differences between coins, regulatory bodies fail to oversee and protect the interests of
investors, and exercise due diligence, posing a high-risk environment. As there has been a lack of
substantial regulation covering digital currencies, it has been recorded that in 2024, digital currencies were
linked to illegal activities, 63 percent using Stablecoins, and 20 percent were from Bitcoin.!8

3. Economic Containment or Market-Driven Competition

In analytical terms, it is important to distinguish between direct and indirect forms of geopolitical rivalry
in digital finance. Direct rivalry is primarily associated with CBDCs, where state actors explicitly design
and deploy digital currencies as instruments of monetary policy and international influence. Stablecoins,
by contrast, are not coordinated by any single government and respond first and foremost to market
demand. However, because the largest stablecoins are predominantly backed by dollar-denominated
assets and embedded in US regulatory frameworks, their expansion effectively extends the global footprint
of the dollar system. Our argument is therefore that the Digital Yuan and dollar-linked Stablecoins
participate in an indirect and asymmetric competition between monetary ecosystems, rather than a
symmetrical head-to-head “digital currency battle” between two central banks.

The United States-China economic competition further fuels speculation of spillovers beyond the
dynamic of direct sanctions and tariffs. As of late, it is shaping up to be an inevitability with contending
models of digital currencies being pushed by two significant economic giants. The contention and
competition to be the global norm of exchange hinges on the market acceptability and confidence in the
platform. Critically, stability is sought by the market to shield itself from faulty agreements, unstable
market conditions due to currency risk, and the probable wide-scale use of the coin. Stablecoins rely on
the market and traditional actors that propose a more decentralized ecosystem away from a singular
arbiter. Since it is highly spread out, the risk profile of Stablecoins relies on the issuer and guarantor of
value, which are the private companies backing and proposing various coins. Despite its more
decentralized approach, Stablecoins will be under the GENIUS Act that regulates the issuance of coins,

15> DEVON, C.: This type of coin is “among the riskiest of cryptocurrencies,” investing expert says-here’s what to know.
CNBC, 2024.05.29. [online, 2025.11.22]

16 PANDEY, T. D.: Impact of Musk’s remarks on volatility of bitcoin and Dogecoin amid covid-19 pandemic. Journal of
Digital Economy, 3, 85-102. doi:10.1016/j.jdec.2024.12.002

17 SHAE, M.: Is every Memecoin just a scam? experts on whether Andrew Tate and Trump are fleecing their followers. The
Guardian, 2025.05.30. [online, 2025.11.22]

18 Stablecoins in a Nutshell. HSBC, 2025.07.23. [online, 2025.11.22]
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ensures the value of the issued coin, and will be under the pertinent compliance regimes, such as the anti-
money laundering and bank secrecy laws.!®

In Europe, a parallel proposition is underway with the Markets in Crypto-Assets Regulation (MiCa),
covering various electronic tokens with the likes of e-money backed by fiat assets, and asset-referenced
tokens as grounded on a basket of assets, and will be under the supervision and enforcement of the
European Securities and Markets Authority (ESMA), and the European Banking Authority (EBA). Mirroring
the GENIUS as it also covers Stablecoins as asset-referenced tokens (ART).2° The synchronization of policy
regimes contributes to the market adaptability of Stablecoins because it covers the essential facets of the
blockchain trilemma of security, scalability, and, to an extent, decentralization, given the choice and the
market's lower barrier to entry.

China’s Digital Yuan is a form of Central Bank Digital Currency (CBDC) that is directly backed and
promoted by the Chinese government to its citizens, pegged at a 1:1 ratio with the fiat currency, and
maintained on a centralized ledger controlled by the government. While a growing number of central banks
are experimenting with or piloting CBDCs, we focus on the Digital Yuan for two reasons. First, among the
major economies it is the most advanced large-scale CBDC project, with extensive domestic trials and
expanding cross-border pilots such as mBridge.?! Second, the Digital Yuan is explicitly embedded in China’s
broader strategy of de-dollarization and financial statecraft, which makes its internationalization attempts
particularly relevant for debates on the future global monetary order.

According to the Asian Development Bank (ADB), the rise of the Digital Yuan does not directly affect
the internationalization of the Yuan, as it is primarily used domestically to combat money laundering and
other white-collar crimes. The international prospects of the fiat Yuan depend on domestic monetary policy
liberalization. Experts have noted that, despite the high adoption of the Digital Yuan, China faces a
significant challenge, as 94% of mobile payment transaction volume is controlled by a duopoly of Tencent
and Alipay that may trigger large-scale financial instability if one or both entities are under distress or
threat.2? Further issues might come up due to the restrictions and outright bans on crypto mining and
trading, attributed to the perceived instability of the platform and decentralization of market regulatory
control.?® Most recently, in 2025, a new law was set where not only mining and trading are banned, but
also includes ownership of cryptocurrencies, which is perceived as another action to push for the local
CBDC and maintain its foothold, and outright oversight and regulatory grasp.?* This curious delineation,
however, should not be seen as mutually exclusive financial instruments but two separate projects that
are aimed at the institutionalization of the Yuan and China’s ongoing campaign of de-dollarization and
decoupling from the United States financial system.

The implementation of the Digital Yuan in China sets it apart from Stablecoins since it has shown
market stability, accessibility, and all the foundational tenets of being a currency. Compared with
Stablecoins, China’s CBDC campaign has been tested and proven to be secure and scalable, with the
fundamental drawback being the full market oversight and influence of China’s government and the
existing duopoly that is supporting the financial regime. Stablecoins have the full potential in solving the
blockchain trilemma through regime decentralization. From a more neoliberal approach, the financial
system is shaped by the market actors in both scale and security. In relation to this, it relies on the
market’s backing to be able to function and adapt to challenges and market corrections. China’s CBDC,

19 WALICZEK, S. - YEUNG, H.: The GENIUS Act is designed to regulate stablecoins in the US, but how will it work? World
Economic Forum, 2025.07.29. [online, 2025.11.22]

20 The EU markets in crypto-assets (MICA) regulation explained. Legal Nodes, 2025.11.11. [online, 2025.11.22]

21 mBridge is a cross-border, decentralised, multiple central bank digital currency (mCBDC) platform. mBridge Project.
Digital Current Affairs, 2025.01.22. [online, 2025.11.22]

22 JIANG, J. - LUCERO, K.: Background and Implications of China’s Central Bank Digital Currency: E-CNY Jiang, Jiaying and
Lucero, Karman, Background and Implications of China's Central Bank Digital Currency: E-CNY (January 11, 2021). 33
Univ. Fla. J.L. & Pub. Pol'y 237 (2023), University of Florida Levin College of Law Research Paper No. 23-7.
https://dx.doi.org/10.2139/ssrn.3774479

23 SHIN, F.: What's behind China’s cryptocurrency ban? World Economic Forum, 2022.01.31. [online, 2025.11.22]

24 China Bans Holding of Bitcoin and All Cryptocurrencies, Report Says. Binance Square, 2025.05.31. [online, 2025.11.22]
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while stable, remains inflexible, highly centralized, and relies on other nations’ trust in China’s economic
system and political regime.

In the status quo, while China’s CBDC remains conservatively used domestically under current
market conditions, its internationalization remains achievable by achieving its dual circulation plan by 2050
through balancing its internal market and international trade under one common financial regime if its
current growth remains steady.?> Stablecoins, comparatively, while having the potential, still must prove
their system to the market and leave behind the notorious reputation set by Bitcoin in its early years. The
market will be highly critical of Stablecoins' overall momentum, while the Digital Yuan will be taking a
different route towards market adoption top-down, with its current internationalization efforts coinciding
with the Belt and Road Initiative and setting itself the right conditions to compete with the US dollar as
the main currency for international settlements and market clout.?® Other layers of the Yuan internalization
are predicated on the growing influence of the Asian Infrastructure Investment Bank (AIIB)?’, and the
Regional Comprehensive Economic Partnership (RCEP) framework?®, extending China’s reach in the
developing world, taking advantage of the current vacuum left by the West. The most significant of these
developments is China’s Cross-border Interbank Payment System (CIPS), and its growing hold with
significant expansions in Asia, the Middle East and Africa in 2025 with the African Export-Import Bank,
First Abu Dhabi Bank (FAB), Eldik Bank, Standard Bank, and United Overseas Bank further challenging the
hold of SWIFT as the primary global transaction system.??

In perspective, Stablecoins do not have the centralized frameworks that will support their adoption
aside from the regulations GENIUS and MiCa regulatory instruments, and will rely on market sentiment,
hype, and organic integration into the current market. Even so, it gives the Western market flexibility by
letting more actors in and contributing to the ongoing shaping of the financial instrument that creates
relative trust and transparency, which China’s regime has long been criticized for.

Overall it is more accurate to think of the new competition as one between infrastructures instead of
between money. States, companies, and financial intermediaries will not pick between "the Digital Yuan"
and "a stablecoin" on their own. Instead, they will choose whether to join, integrate with, or stay
interoperable across different payment systems. For many countries, especially those in the Global South,
the main question is how these infrastructures can work together, how adaptable they are, and what kinds
of dependencies or limitations come from being part of one system instead of another.

4. Analyzing Stablecoin and the Digital Yuan through the Lens of the Blockchain Trilemma

In summary, to fully grasp the differences between Stablecoins and CBDC's, especially the Digital Yuan,
they should be tested and compared with the Blockchain Trilemma of security, scalability, and
decentralization. Blockchain technology has been a novel and groundbreaking development and has both
tempted and challenged the financial system in how to fully integrate the blockchain model while reaping
its benefits in parallel to technological advancements and new platforms for commerce.

4.1. Security

Blockchain technology, while highly secure, is not immune to exploits, fraud, and crimes. The perpetuation
of cybercrimes has been in parallel with the mainstreaming of technology for economic transactions. Given
the decentralized nature of Stablecoins, it is theoretically more prone to attacks with the possible weakness
in security standards across all accredited coins. The security of coins in the Stablecoins regime relies on
the issuer, with the guidance of the market regulators, and the technology employed in the coins. And it's

25 YEUNG, K.: Could China’s new plan push yuan to become world’s “currency of choice” by 2050? South China Morning
Post, 2021.06.11. [online, 2025.11.22]

26 China ramps up yuan internationalisation under Belt and Road Initiative. Reuters, 2023.101.19. [online, 2025.11.22]
27 China seeks role for yuan in AIIB to extend currency’s global reach. South China Morning Post, 2015.04.14. [online,
2025.11.22]

28 WANG, F.: RMB internationalization to greatly stabilize global financial system. Global Times, 2025.08.22. [online,
2025.11.22]

29 CIPS Improves China Cross Border Functionalities With New Partnerships Across MEA and Asia. Fintech Times,
2025.06.24. [online, 2025.11.22]
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a serious security challenge that, due to the corporate background and the laxity of American regulations,
there is no guarantee of fiat coin backing for the Stablecoin. Standardization suffers in this ecosystem with
a high probability of market risk, especially in the early phase of development and adoption. China’s CBDC
overcomes these initial struggles through the centralization of the ledger and control of the issued digital
currency. With full authority, it gives the government unparalleled access to financial control and
governance that Stablecoins will be giving up, instead relying on the market’s ability to organically create
the financial ecosystem, study enough to avert systemic and non-systemic risk with purely foundational
support from regulators and the government.

Meanwhile we have to mention, that a part of the early cryptocurrency community was explicitly
attracted by the relative opacity and absence of centralized control in public blockchains, which facilitated
both privacy-preserving uses and outright illicit activity. This preference limits the direct substitutability
between fully permissionless cryptocurrencies and highly monitored CBDCs such as the Digital Yuan, which
are deliberately designed to enhance traceability and state oversight. Our analysis, therefore, does not
assume that the same user groups are indifferent between these instruments. Rather, we argue that at
the level of international payments and reserve management, both stablecoins and CBDCs can act as
alternative infrastructures for cross-border value transfer, and it is at this systemic level that a form of
competition may emerge.

4.2. Scalability

In practice, though there are regulations set in place, it will take some time for the system to adapt to the
practical use of technology relative to the market and its demands. China’s Digital Yuan has been in use
domestically and still must assimilate itself into the international market to fulfill its dual circulation
agenda. As mentioned, the institutions, linkages, and international clout are being set and are in the
trajectory of Yuan’s internationalization. The transition will critically rely on China’s CIPS for international
transactions.30 In parallel to the CIPS, the emergence and use of the Digital Yuan, in coordination with the
development of the mBridge with the support of the BRICS will further boost the growth of Yuan
internationalization due to the impact of international support and China’s economic coalitions for cross-
border payment transactions and a channel for other CBDCs.3!

In contrast, China still struggles to capture the goodwill that the West enjoys because of its legacy
market channels and partners that make transitioning to other platforms or partners a questionable move.
Since the use of digital currencies has been fueled by investor confidence, the US and EU will have a head
start in scale, and China has been eating into their network because of the lack of significant activity with
developing and newly industrializing nations. In this sense, Stablecoins' path to market integration will not
be as clear as with China and its core dual circulation strategy. Nevertheless, it will be the market to decide
once Stablecoins are in full swing and more market actors are willing to support the ecosystem, especially
for those who prefer the free market approach to investments and are closer to the decentralized ethos of
Bitcoin.

4.3. Decentralization

Stablecoins on this front are the unanimous leader with its market-centric strategy. Between the Digital
Yuan and Stablecoins, the latter edges out China with its more synergistic, inclusive, and flexible structure.
The existing duopoly in China hurts the Digital Yuan’s adoption because of the locus of control and the
added risk due to limited market actors and competition. Traders and investors also would question China’s
track record and transparency in economic data, which may pose regulatory risk given the lack of inclusive
policymaking and economic planning. These contribute to the lingering market skepticism regarding
China’s financial regime, despite gaining ground against the West recently in developing political,
economic, and sociocultural clout. For China to regain its momentum and ultimately reach the potential of
its established networks, ironically, its regime should shift towards market transparency, inclusivity, and
give the market more influence on regulations. Unless these are met, Stablecoins will remain close to

30 MA, J.: RMB moves to take 4th spot as currency for global payments: Swift. Global Times, 2024.12.19. [online,
2025.11.22]
31 What is the Digital Yuan? Currency Transfer, 2025.02.11. [online, 2025.11.22]
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China’s CBDC bet and can eventually cause a rift towards international adoption once the market ossifies
the foundational structures of the west-backed and free-market-oriented Stablecoins.

5. Conclusion

The development of digital financial instruments has led to two fundamentally different models, or
directions, which, it increasingly seems, are also associated with geographical and political-ideological
differences. The rivalry between Stablecoins and CBDCs, such as the Digital Yuan (but further such
financial instruments can follow this path), is no longer just about an economic or technological race: in a
broader sense, we are witnessing another mapping of the global reordering in the field of the global
economy. It is important to underline that, unlike China, the United States has not yet introduced a retail
CBDC, and our analysis therefore does not posit a direct clash between a US and a Chinese state-issued
digital currency; rather, we examine how China’s CBDC project interacts with a predominantly market-
driven, dollar-based Stablecoin ecosystem. While Stablecoins aim for a more innovative solutions and US-
based private actors and regulators have become central to their development, China and the Digital Yuan,
as a more hybrid solution, combine old and centralized, as well as controlled solutions with new
opportunities in the financial sector, ensuring institutional trust while also paying more attention to the
financial security of markets.

Regarding both models, we saw advantages, but concerning the disadvantages, it's clear and
noteworthy that Stablecoins are structurally unstable and loosely regulated, posing financial risks, while
CBDCs are limited by their centralized nature, making their international adoption difficult - and this is
even more true for the Digital Yuan, where Chinese financial processes remain largely opaque.

This means that the main question is not which digital currency will be the most popular around the
world, but how states and markets will deal with competing infrastructures. For the time being, both
stablecoin-based networks and CBDC-based systems are likely to exist side by side, making the global
payment landscape more diverse and fragmented. This raises important questions for third countries: how
well do systems work together? How much does it cost to switch from one infrastructure to another? And
how much does anchoring to a state-centric or market-centric model create new forms of dependence or
resilience? The future international monetary order will be shaped by these systemic effects, not by a
"victory" at the currency level.

Therefore, the two different models do not provide an answer to the Blockchain Trilemma, and
specifically in terms of the security-decentralization duality, neither direction is able to resolve the risks.

Models are important from a geopolitical perspective because while the United States is the most
dominant player in the Stablecoin field, China is one of many countries issuing CBDCs that trust the new
technology and hope it will drastically reduce international costs, are also interested in de-dollarization,
meaning reducing their dependence on the dollar, but are also afraid of the volatility of financial
instruments and are looking for safer financial assets.

A Stablecoin makes the financial instrument accessible and freely usable as a decentralized solution
at any time, and although it's not an intended advantage of the technology, it currently also allows
countries to avoid dollar-linked sanctions. However, it is questionable whether companies issuing
stablecoins have the reserves in banks to cover the issuance of financial assets - and in this regard, US
regulations are relatively lax — which means that the value of stablecoins can lose value drastically, even
from one moment to the next, depending on the financial situation of the companies.

However, a CBDC is capable of ensuring this financial stability, is linked 1:1 to fiat currency, but is
still not freely usable, is tied to a central bank, meaning it is not decentralized, and in China's case, this is
further compounded by the fact that China manipulates the exchange rate of the fiat yuan in a non-
transparent manner.

Both models arise within a dynamic and precarious international monetary landscape, and the
establishment of parallel, partially interoperable infrastructures may ultimately have greater implications
for the future world order than the isolated success of either model.
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