Reeves and Bailey clash leaves Britain’s stablecoin ambitions at risk
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Britain’s bid to become a leading centre for stablecoins and tokenised finance is running head‑first into a familiar institutional rift: the Chancellor’s push for rapid innovation is colliding with the Bank of England’s caution on the very nature of money. What began as a policy offer to modernise the payments system now risks turning into a policy standoff that could cede ground to rival jurisdictions.
In her Mansion House speech in July 2025 the Chancellor set out an ambitious agenda to “drive forward developments in blockchain technology, including tokenised securities and stablecoins,” and even floated the idea of a digital gilt as part of a wider strategy to modernise UK financial infrastructure and attract firms. That speech framed tokenisation and payments innovation as central to the government’s growth and investment plan and linked the reforms to broader measures on capital requirements and ring‑fencing.
The Bank of England has been more sceptical. In his own Mansion House remarks the governor, Andrew Bailey, warned that while payments innovation is welcome he would “question why we need to introduce a new form of money,” stressing the importance of the “singleness of money” and that any privately issued coins must meet strict tests for trust and resilience. He has made clear to MPs and at public fora that he would require “a lot of convincing” on credible use cases before endorsing wholesale change.
That institutional unease is not merely rhetorical. Ministers and the central bank have butted heads on a series of issues — from whether the Bank should block meetings between fintechs and regulators to disagreements over reforms to the ring‑fencing regime — creating the perception of a broader misalignment between the Treasury’s growth agenda and the Bank’s financial‑stability mandate.
Industry voices warn that this misalignment matters in concrete, economic terms. Trade bodies and payments groups have criticised what they see as prescriptive Bank proposals — notably on holding limits and asset‑backing requirements — that they fear would deter issuance and innovation, undermine London’s competitiveness and favour incumbent systems. Kunal Jhanji, partner at Boston Consulting Group and global lead for payments infrastructure, told City A.M. that clarity of communication is vital and that “everyone needs to sing from the same hymn sheet,” arguing that alignment across government, the Bank and regulators is a precondition for success.
Those warnings arrive against a backdrop of rapid market growth. Analysis by consulting firms shows stablecoin market capitalisation expanded sharply — rising materially in 2024 and further into 2025 — while transaction volumes reached many trillions of dollars last year, with a non‑negligible share already linked to real‑world payments. Industry specialists say economic turbulence and demand for dollar‑denominated, programmable payment instruments have pushed investors and corporates towards these instruments as a faster, borderless complement to legacy rails.
At the same time, regulatory certainty abroad is accelerating institutional adoption. The EU’s Markets in Crypto‑Assets framework created a pan‑European rulebook requiring licensing and robust asset‑backing, and in the United States lawmakers have advanced targeted federal legislation to create a legal regime for dollar‑pegged payment stablecoins. That US bill sets out issuer permissions, one‑to‑one reserve backing in liquid assets, regular disclosures and supervisory arrangements designed to give market participants clarity and confidence.
Corporate and incumbent financial players are already moving. Large banks and payments networks have rolled out pilot projects or new token initiatives aimed at integrating stablecoins into existing flows: some institutions have developed private token systems for institutional settlement and global payments networks have announced partnerships to explore mainstream stablecoin use across merchant and card rails. Those moves underline industry expectations that regulatory frameworks — where they exist — unlock investment and commercial rollout, even as companies stress that practical implementation will depend on compliance, security and supervisory clarity.
For the UK the immediate test is whether ministers and the Bank can reconcile innovation‑led ambitions with the Bank’s stability requirements without deterring the very firms the policy is meant to attract. The government and City regulators have signalled further action — the City regulator’s final rules on stablecoins are expected in 2026 and the Treasury is pressing ahead with a National Payments Vision — but industry leaders say speed and a co‑ordinated signal from all authorities will be decisive. As one payments expert put it to City A.M., Britain should aim not to be first but to be “a smart, fast follower”; to do that, the Chancellor and the central bank will need to agree which risks are tolerable and which must be eliminated before market development can proceed at scale.
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