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United States Securities and Exchange Commission (SEC) Chairman Gary Gensler has
proposed a new “innovation exemption” to support the tokenization of stablecoins, aiming
to modernize financial regulations while ensuring investor protection.

In a notable shift toward embracing financial technology, United States Securities and
Exchange Commission (SEC) Chairman Gary Gensler has proposed a new regulatory
approach that could reshape how stablecoins are treated under federal securities laws. The
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plan centers on introducing an “innovation exemption,” aimed at supporting the tokenization
of stablecoins while maintaining oversight and investor protection.

Tokenization refers to the process of converting traditional assets like fiat currency or
commodities into digital tokens on a blockchain. Stablecoins, which are digital currencies
typically pegged to the value of government-issued money like the U.S. dollar, are a growing
part of this digital asset ecosystem. As more companies seek to integrate blockchain into
financial services, regulatory uncertainty has often been cited as a barrier to innovation.

Chairman Gensler’s proposal would allow companies to experiment with stablecoin
tokenization under limited regulatory relief. The innovation exemption would grant these
firms temporary leniency from certain securities regulations, creating a controlled
environment where tokenization projects can be developed and tested without facing
immediate legal challenges.

“The idea is not to remove regulation but to create space for innovation,” Gensler noted. “We
must ensure investor protection while also giving responsible innovation the opportunity to
thrive.”

This move signals a potential softening of the SEC’s stance on crypto-related products,
which has historically leaned toward strict enforcement. By offering a clear path for
experimentation, the exemption could encourage both startups and established financial
institutions to explore blockchain-based services more confidently.

However, the proposal does not mean a free pass for stablecoin issuers. Projects approved
under the exemption would still be required to follow certain safeguards, including
transparency requirements and risk disclosures. The goal is to prevent misuse and to ensure
that any new financial products are developed with consumer protection in mind.

Market analysts see the proposal as a possible turning point in how the SEC approaches
digital assets. “It’s a recognition that innovation and regulation don’t have to be in conflict,”
said one industry expert. “This could be the first step toward a more modern regulatory
framework.”

The innovation exemption is still in its early stages and would need further review and public
input before implementation. Yet, its announcement alone reflects growing awareness
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among regulators that blockchain and stablecoins are not passing trends, but key elements
of the evolving financial landscape.

As the SEC explores this new pathway, the financial world will be watching closely to see
how the agency balances innovation with responsibility in the age of digital finance.
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