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More and more, community banks and credit unions are hearing that blockchain, digital assets, and stablecoins
represent the future of financial services. Yet for many institutions, the practical response has been
understandable: "Interesting—but not relevant to us."

That response is becoming more difficult to maintain. The digital asset marketplace has matured significantly
over the past several years. Stablecoins increasingly are being evaluated as payment infrastructure rather than
speculative investments. Financial institutions are exploring tokenized deposits, securities, loans, and other
financial assets. Regulators have begun establishing clearer legal frameworks for digital asset activities, while
technology providers and payment networks continue to develop blockchain-enabled products and services.
Furthermore, as the tokenized asset and blockchain banking ecosystems evolve, new and compelling
opportunities are arising.

None of this means that every community financial institution should issue a stablecoin, custody digital assets, or
participate directly in blockchain networks. Most should not. However, management teams and boards should
begin asking a different question: How will we know when distributed ledger technology ("DLT") has become
strategically relevant to our institution?

For most institutions, the answer will not arrive through a single transformative event. Rather, it will emerge
gradually through customer expectations, infrastructure developments, regulatory evolution, and competitive
pressures. Institutions that recognize those signals early will be far better positioned to respond thoughtfully or
seize an opportunity than those that wait until change becomes unavoidable.

History Suggests a Familiar Pattern

The banking industry has experienced this cycle before. Internet banking, mobile banking, cloud computing,
remote deposit capture, and faster payments were all initially viewed by many community institutions as
technologies primarily suited to larger organizations or early adopters. Over time, however, customer
expectations evolved, vendors incorporated new capabilities into core banking platforms, regulators developed
supervisory expectations, and competitive pressures made these technologies part of ordinary banking.



The institutions that navigated those transitions most successfully were rarely the first adopters or the last
adopters. They were the institutions that recognized important changes early enough to educate themselves,
evaluate the risks and opportunities, and prepare before taking action became necessary. Distributed ledger
technology appears to be following a similar trajectory.

Six Signs That It Is Time to Develop a DLT Strategy

Although every institution is different, several developments should prompt management and boards to begin
actively evaluating how blockchain technology may affect their business.

1 - Your Customers Begin Asking Questions

For many community financial institutions, the first encounter with blockchain will not involve new products; it
will involve customer conversations.

A commercial customer may begin receiving payments in stablecoins from overseas counterparties. A treasury
management client may ask whether tokenized cash products could improve liquidity management by enabling
continuous settlement rather than waiting for traditional banking cutoffs, weekends, or holidays. A business
owner may ask whether digital asset custody services are available through the institution's trust department.

From the customer's perspective, the attraction is rarely blockchain itself. It is faster movement of value,
improved liquidity management, greater operational efficiency, or access to new markets. When customers begin
asking these questions, institutions should view them as strategic signals rather than isolated inquiries.

2 - Payment Infrastructure Begins to Change

Perhaps the most significant near-term development for many financial institutions is the growing use of
stablecoins as payment infrastructure. Whether stablecoins ultimately achieve widespread adoption remains
uncertain. What appears increasingly likely, however, is that businesses, payment providers, and financial market
participants will continue exploring tokenized forms of money for commercial payments, cross-border
transactions, and other settlement activities.

Even institutions that never hold or issue stablecoins may nevertheless find themselves serving customers who
do. Accordingly, institutions should begin considering how stablecoin activity may affect customer due diligence,
transaction monitoring, sanctions compliance, fraud prevention, operational risk management, and treasury
operations. These are no longer purely technological questions; they are banking questions.

3 -Your Vendors Begin Offering Blockchain Capabilities

Many institutions will not adopt blockchain directly. Instead, they will encounter it through their technology
providers. Core processors, payment companies, custodians, correspondent banks, and treasury management
vendors increasingly are evaluating blockchain-enabled settlement, tokenization platforms, and digital asset
capabilities.



When trusted vendors begin incorporating DLT into their products, institutions should understand what those
capabilities are designed to accomplish, what risks they present, and whether they create opportunities to serve
customers more effectively.

4 - Regulators Begin Asking Different Questions

An institution does not need to offer digital asset products for digital asset issues to become relevant during
examinations. Increasingly, examiners may expect institutions to understand how digital asset activity affects
fraud, third-party risk, cybersecurity, BSA/AML compliance, sanctions screening, consumer protection, and
operational resilience.

Recent legislative and regulatory developments (including the 2025 GENIUS Act and its implementing regulations)
also demonstrate that digital assets are gradually moving from the margins of the financial system toward more
comprehensive regulatory oversight. Accordingly, governance – not product development – may become the first
area in which many institutions encounter blockchain.

5 - Competitors Begin Solving Customer Problems Differently

Perhaps the clearest indication that it is time to develop a DLT strategy occurs when competitors begin using
blockchain-enabled products to solve customer problems. Customers rarely adopt new technologies because
they are innovative. They adopt them because they are better, faster, less expensive, or more convenient. When
competing institutions begin offering solutions that materially improve customer experience or operational
efficiency through tokenization or blockchain-enabled settlement, the strategic question changes from "Should

we pay attention?" to "How should we respond?"

6 - Missing Opportunities

Much of the discussion surrounding digital assets has focused appropriately on volatility, fraud, cybersecurity,
and regulatory uncertainty. Those risks deserve careful attention and thoughtful governance. However,
institutions that view DLT solely through a risk-management lens may overlook emerging business opportunities.

For some community financial institutions, distributed ledger technology may ultimately represent more than a
risk-management issue – it may become a source of new business opportunities. Just as banks today provide
specialized services to fintech companies, payment processors, and other financial intermediaries, they may
increasingly find opportunities to support participants in the digital asset ecosystem. These opportunities need
not involve issuing digital assets or operating blockchain networks. Rather, they may involve providing the
traditional banking, fiduciary, custody, and compliance services that regulated financial institutions have long
performed.

Institutions with trust or wealth management capabilities may ultimately explore qualified digital asset custody,
fiduciary administration of tokenized assets, or trustee and escrow services for blockchain-based transactions. As
tokenization expands beyond cryptocurrencies into deposits, securities, commercial real estate, private credit,
and other financial assets, the need for trusted intermediaries with expertise in custody, governance, and
fiduciary administration is likely to increase. Community financial institutions are not merely observers of this



transformation; many will become essential infrastructure providers.

Community banks with strong trust departments may discover that their fiduciary expertise is particularly well
suited to the administration of tokenized assets, digital collateral arrangements, and other emerging financial
structures.

Not every institution will pursue these opportunities, and many should not. However, banks and credit unions
that understand the technology, its legal framework, and the evolving marketplace will be better positioned to
evaluate new business opportunities as they emerge. The institutions that understand DLT early will be the ones
best positioned to decide whether to participate – and how. As with every significant strategic initiative, informed
decision-making begins not with a commitment to participate, but with developing the knowledge necessary to
recognize which opportunities align with the institution’s business model, risk appetite, and long-term strategic
objectives.

What a Practical DLT Strategy Looks Like

For most community financial institutions, developing a DLT strategy does not begin with technology
implementation. It begins with preparedness.

A practical strategy typically progresses through three stages:

First: Awareness—educating directors and senior management, monitoring legal and regulatory developments,
and understanding how customers and competitors are using digital assets.

Second: Assessment—evaluating customer demand, identifying compliance and operational implications,
reviewing vendor capabilities, and incorporating digital asset developments into enterprise risk management.

Third: Readiness—establishing governance, updating policies where appropriate, developing internal decision-
making processes, and ensuring that the institution can respond effectively should customer demand or market
developments accelerate.

Importantly, none of these steps commits an institution to participating in blockchain or digital asset activities.
Rather, they enable management and boards to make informed strategic decisions when opportunities—or
challenges—arise.

Questions Boards Should Be Asking

Boards of directors need not become blockchain experts. They should, however, satisfy themselves that
management understands the issues well enough to identify emerging risks and opportunities.

Among the questions boards may wish to consider are:

Are our customers beginning to use stablecoins or tokenized assets?
How would we identify digital asset-related activity affecting our institution?
Are our fraud, BSA/AML, and operational risk programs prepared for emerging developments?



What blockchain-related capabilities are our core providers and strategic vendors developing?
Could DLT create new opportunities consistent with our business model and risk appetite?
Does management have an appropriate framework for monitoring developments in this rapidly evolving
area?

Conclusion

Most community financial institutions do not need to become blockchain pioneers.  They do, however, need to
understand how blockchain and digital assets are reshaping the financial ecosystem in which their customers,
vendors, and competitors increasingly operate. History suggests that the most successful institutions are seldom
those that move first or those that resist change until it is unavoidable. Rather, they are the institutions that
recognize important shifts early enough to prepare thoughtfully, educate their leadership, and respond
deliberately.

For many banks and credit unions, that moment may be approaching more quickly than expected.  The question
is no longer whether distributed ledger technology will affect the banking industry. Instead, it is when it will
affect your institution—and whether you will recognize the signs when it does and the potential opportunities it
presents.

You don't need a blockchain strategy—until you do.

"The best time to plant a tree was 20 years ago. The second best time is now."   

— Traditional proverb (often attributed to a Chinese proverb)

If you have any questions about this advisory, or any other aspect of digital assets, please feel free to contact
Patrick Quinn at (516) 357-3826 or via email at pquinn@cullenllp.com.

This advisory does not constitute legal advice. Nothing herein creates an attorney-client relationship between the
sender and recipient.
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