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Abstract

Field and Aims: Crypto assets are one of the new phenomena of the present age,
which, considering its history of less than a decade, has found a significant place in
financial exchanges. This phenomenon, like all human evolutions, has positive and
negative features, which only paying attention to its functional charms and
neglecting some destructive features can cause irreparable damage. Considering the
fact that the entry of banks into this field is inevitable, the Basel Banking
Supervision Committee has taken steps to explain precautionary recommendations
and supervisory measures in order to protect the banking system and global
financial stability. The present picture was made in response to the question of
what requirements the Basel Committee imposed on countries in relation to
cryptocurrencies.

Method: This research has been done with a practical approach and in terms of
gathering information in a documentary way and through the study of laws,
documents and authentic sources, and the information obtained has been analyzed
in a descriptive-analytical manner.

Finding and Conclusion: What emerges from the analysis of the committee's
documents is that the committee has taken steps to clarify the prudential standards
for a certain group of crypto-assets that have stable processes based on links with
traditional assets and removed the rest of the crypto-assets from its scope.
According to the committee, the current standards governing international financial
relations are sufficient to regulate and monitor cryptocurrency exchanges.
Keywords: Precautionary Standards, Capital Requirements, Crypto Assets, Risk-
Based Approach, Basel Committee.
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Introduction

The Basel Committee is the most influential standard setting body in financial affairs. This
committee has directly and indirectly affected the development of banking laws and
regulations in most countries of the world. The Committee has established various
principles and standards related to banking, including the level of capital adequacy or the
responsibilities of national supervisors.

The entry of cryptocurrencies into the financial markets has caused financial institutions,
including the Basel Banking Supervision Committee, to express concern about the risks
caused by these assets and put precautionary measures on their agenda. Crypto assets are
actually digital and encrypted assets that are generated, distributed and exchanged
completely peer-to-peer on the blockchain network. Crypto assets are both cryptocurrencies
and digital signature-based assets, and the main difference between the two is their physical
backing. In the sense that, unlike cryptocurrencies, whose prices are determined solely
based on supply and demand, assets based on digital signatures have supports such as gold,
and their prices are determined based on the support they have; Therefore, they are not
considered currency, but they are cryptographic and digital assets. (abate et al.,2023: 356)
Due to the nature and function of the Basel Committee, his precautionary measures cannot
be described as legal requirements, but due to the decentralized monitoring process,
countries follow the recommendations of the Basel Committee for two reasons: a) To be
immune from damages caused by financial institutions announcing that on the high risk
factor of the country in question, which can even lead to exclusion from the global financial
system; b) Maintaining one's financial system is one of the possible risks that the committee
warns about according to its specialized function.

In order to function and maintain its efficiency, the committee has not been indifferent to
the developments caused by the introduction of crypto-assets into the global financial cycle
and has recommended precautionary measures to the countries that have introduced these
assets into their financial system. The actions of the committee include the issuance of the
committee’'s statement on cryptocurrencies, the presentation of a discussion paper on the
design of a precautionary behavior towards cryptocurrencies, and the presentation of a
consultative document related to the precautionary behavior towards cryptocurrencies.

The present article seeks to answer the question of what approaches and measures the
committee has adopted in relation to crypto-assets in order to maintain international
banking stability. In the framework of the library research method and documentary
studies, and with the hypothesis that the committee develops the necessary standards to deal
with the risks caused by crypto assets, the author organizes the article in the following two
parts. The first part deals with the competence, nature, position and functions of the
committee in the field of international financial system. The second part, while stating the
characteristics of cryptocurrencies, their position in international financial exchanges and
the ruling regulations regarding these new financial phenomena, refers to the explanation of
the activities of the committee in relation to developments caused by cryptocurrencies.

Conclusion

With the emergence of the digital age, cryptocurrencies have created a novel evolution in
the field of financial exchanges, phenomena with specific characteristics that have changed
all the assumptions based on classical money and financial values. The unique charms of
these virtual assets have made them affect all financial markets within less than two
decades of their life. The extent of the use of cryptocurrencies in financial fields including
banking, securities, insurance and its impact on the international financial system and the
concerns caused by the risks of these assets forced national and transnational institutions to
create regulatory norms and regulations.

The Basel Banking Supervision Committee, as one of the international financial institutions
that initiates the creation of banking standards, in line with its goals and competencies, has
made the issue of monitoring cryptocurrency exchanges by banks one of the main axes of
its actions in recent years. The Basel Committee, along with other institutions such as the
Financial Action Task Force, believes that if the risks caused by crypto-assets are not
controlled and managed, the effects of these risks may be transferred to other sectors due to
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the connection and internal communication of the international financial system, and in a
domino effect, all financial markets will suffer. collapse and decrease capital and create
crises like the financial crisis of 2008 again. Therefore, in the upstream documents such as
the risk-based capital requirements and its subordinate and special documents such as the
2021 consultation document, the committee explains the frameworks through which banks
and financial institutions involved in cryptocurrency exchanges can reduce the risks caused
by these assets.By looking at the committee's documents and procedures regarding crypto-
assets, we find that due to the different nature of these assets, the committee cannot define a
predetermined framework to reduce the risks arising from their exchanges. Therefore, by
determining the specific characteristics and according to the level of stability of production,
exchange and value storage processes, these assets were divided. In fact, by determining
crypto assets that are based on predictable and relatively stable processes, the committee
states that those crypto assets that are outside the division and scope of the committee's
standards have high risks, and banks should avoid buying, acquiring, exchanging and
activities as much as possible. Stay away based on them. In this regard, the relationship
between these assets and traditional assets, whether based on value or guarantee, is the
committee's criterion for their separation. This means that the committee does not yet have
an independent identity for these assets in terms of financial functionality, or at least cannot
provide standards that match the specific characteristics of cryptoassets that have no
connection to traditional assets.In any case, the committee does not deny the reality of
crypto-assets and considers its frameworks sufficient to protect banks and international
financial stability from risks arising from these assets; But it does not guarantee that this
balance will remain in the future with the development of the technologies involved.
Therefore, the concerns about these assets remain despite their special attractions. In order
to reduce the risks of using these crypto-assets, it is suggested that countries including Iran,
in accordance with their legal and financial structures with a focus on validation and capital
adequacy, create the capacity to monitor, control and manage the risk of financial
institutions that deal with crypto-assets; And until a comprehensive international regulatory
mechanism is achieved, countries can create precautionary behaviors towards
cryptocurrency assets in order to reduce the relevant risks within the framework of bilateral
and multilateral agreements, and in order to achieve a comprehensive solution and
behavior, in the framework of the 2020 discussion paper of the committee, Cooperate and
interact with other countries.
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1. Group of Governors and Heads of Supervision (GHOS)
2. Regulatory Consistency Assessment Program (RCAP)
3. program of peer reviews

4. risk-based capital framework

5. liquidity coverage ratio (LCR)
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4. Crypto-assets with stabilization Mechanisms
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