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August 4, 2026

Senator John Thune Senator Chuck Schumer
Maijority Leader Minority Leader

511 Dirksen Senate Office Building 322 Hart Senate Office Building
Washington, DC 20510 Washington, DC 20510

Re: Objections to the CLARITY Act
Dear Majority Leader Thune and Minority Leader Schumer,

The Healthy Markets Association writes to express our concerns with the digital
asset-related legislation that we understand may be called up for consideration this
week. As drafted,’ this legislation would severely undermine the integrity, efficiency, and
stability of US capital markets. It would also directly undermine our national security. We
urge you to hold hearings and revise it before putting our capital markets, and country,
at significantly greater risk.

About Healthy Markets Association

The Healthy Markets Association is a non-profit member organization focused on
improving the transparency, efficiency, competitiveness, and fairness of the capital
markets. Our members include public pension funds, investment advisers,
broker-dealers, exchanges, and data firms. Our members collectively have over a trillion
dollars of investments in stocks, bonds, US treasury securities, private equity funds, and
other “traditional” assets. Some of our members have exposure to digital assets, as well
as investments in digital asset market participants, such as digital asset exchanges. We
work with chief investment officers, portfolio managers, trading desk heads, operations
teams, risk managers, data analysts, compliance officers, and other professional
investment team staffers engaged in the investment process. Our expertise and focus is
on market plumbing.?

The CLARITY Act’s Irresponsible Approach to Tokenization Puts Traditional
Markets at Risk

' The legislative text used for our consideration and comment here was released by Senator Cynthia
Lummis on July 22, 2026, which is available at
https://www.lummis.senate.gov/wp-content/uploads/Clarity-Act.pdf.

2 HMA has submitted over one-hundred comments on rulemakings and petitions to capital markets
regulators and Congress on trading-related policies, copies which are available on our website. HMA's
comments have been cited hundreds of times on final rules by the SEC, CFTC, and other regulators.



http://www.healthymarkets.org
https://www.lummis.senate.gov/wp-content/uploads/Clarity-Act.pdf

Viy
.
M s
A MEMBER ORGANIZATION

We are principally focused on the CLARITY Act’s impact on traditional capital markets
and market participants.®* That impact is mostly likely to be through the so-called
“tokenization” of traditional securities, such as stocks and U.S. Treasury securities.

Tokenization is widely predicted to transform ownership, trading, and custody of nearly
every type of financial instrument over the next several years. The legislation’s impacts
on so-called "tokenization" will be felt in every corner of our capital markets.
Tokenization is already here -- with or without the bill -- and it is expanding to most
financial markets. The only question is whether the new tokens (and those who engage
in them) will be subject to the rules that have governed the same products, risks, and
actors in the traditional (non-tokenized) versions.

Already, the Securities and Exchange Commission (SEC) has empowered the
Depository Trust & Clearing Corporation (DTCC) and several dozen market participants
to engage in a pilot program for trading and custody of a broad range of securities.* This
pilot program is generally compliant with the vast maijority of securities rules and laws,
and is running pursuant to a lengthy, deliberative process by market participants and the
SEC.

The CLARITY Act draft language would short-circuit that pilot program to essentially
empower the creation of new tokens (including securities and securities derivatives) that
are not regulated in a similar manner to their related traditional financial products—and
perhaps not even by the same regulators.

We welcome responsible tokenization programs that ensure regulatory parity. However,
the bill's current language fails to achieve that basic objective. Section 10505
misleadingly suggests “regulatory parity” between related financial products, but it not
only fails to insist upon parity, it ensures regulatory disparity.’

When Republican SEC Commissioner Hester Peirce opined last year that tokenization
was “enchanting, but not magical,” the public servant often referred to as “Crypto Mom”

3 We are not expressing any position here on the effective regulation of native “digital asset” markets,
such as the markets for spot trading of Bitcoin or Ethereum.

* Press Release, DTCC Turns Tokenization into Reality: U.S. Trades Successfully Processed Using
DTC-Tokenized Assets, DTCC, July 15 2026, available at

5 See Letter from Tyler Gellasch, HMA, to Sens. Tim Scott and Elizabeth Warren Senate Banking Cmte,
May 1, 2026, available at
https://healthymarkets.org/wp-content/uploads/2026/05/HMA-Ltr-to-Banking-Cmte-5-11-2026-2.pdf;  see
also, Letter from Tyler Gellasch, HMA, to Sens. Tim Scott and Elizabeth Warren, Senate Banking Cmte,
Jan. 13, 2026, available at

df (flagglng tokenlzatlon rlsks as the SEC was con3|der|ng requests for potentlal “exemptlons “for
tokenized financial products).
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recognized that simply reflecting ownership rights on a distributed ledger is not sufficient
grounds for undermining existing capital markets rules and protections.®

Nevertheless, we understand that some digital asset industry advocates have been
seeking to exploit tokenization as a mechanism to avoid regulation. And Section 10505
gives them that opportunity, placing all of our markets at risk: whether stocks, corporate
bonds, US treasury securities, commodity futures, or anything else.

If you proceed to consider the bill, we urge you to include unambiguous statutory
language to ensure that “tokenized” financial instruments are to be treated with
regulatory parity to non-tokenized versions.

The CLARITY Act Now Magically Includes Language to Enable Market Centers to
Adopt Discriminatory, Anti-Competitive Rules and Unreasonable, Inequitable
Fees

The definition of an “exchange” has remained unchanged since its enactment nearly a
century ago. It has withstood the transition from open outcry trading floors to
high-speed, off-site data centers with computerized access measured in billionths of a
second. The CLARITY Act would upend the definition of exchange in a way that not
only inadequately protects investors and markets in digital assets, but further creates
loopholes for evasion for market centers trading traditional securities.

HMA's members and principals have been deeply involved in the regulation of
registered securities exchanges and ATSs for decades.

Registered securities exchanges generally make their money through sales of data and
connectivity products, trading fees, and (for some) listing fees. In recent years, the
exchanges have increasingly sought to exercise their monopolistic powers over the data
from and access to their venues by changing rules to extract more fees from market
participants, including investors, brokers, and data firms.

At the same time, the Exchange Act requires exchanges to file all of those new products
and fees with the SEC. The SEC, in turn, puts those changes out for public comment,
and it can suspend, disapprove, or abrogate them.

Substantively, exchange’s rules must:

e “provide for the equitable allocation of reasonable dues, fees, and other
charges;””

e not be “designed to permit unfair discrimination”;?

6 See, e.g., Remarks of Hon. Hester Peirce, SEC, July 9, 2025, available at

715 U.S.C.§ 78f(b)(4).
515 U.S.C.§ 78f(b)(5).
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e “not impose any burden on competition not necessary or appropriate in
furtherance of the purposes of” the Act;® and

e be designed “to protect investors and the public interest.°

Over the past 20 years, the number of filings has increased from less than 100 per year,
across all exchanges, to often around 1500. Under former SEC Chairman Jay Clayton,
the SEC abrogated broad public market data filings for the first time in May 2018." The
SEC shortly thereafter summarily vacated several hundred filings from exchanges.
HMA, SIFMA, and dozens of other market participants cheered the agency’s newfound
attempts to apply the substantive requirements of the Exchange Act to exchanges’
filings.

Some exchanges, however, were upset about the potential lost revenues. Some
exchanges essentially engaged in a two-pronged counter-offensive. First, exchanges
challenged the SEC’s determination to vacate hundreds of orders at once in court. They
won."? After all, some of the filings had been in effect for years, often without prior
objections or even scrutiny from the SEC or its staff.

Second, some exchanges turned to Congress for help in redefining “exchange” or
“facility” of an exchange so as to carve out their data and access products. For
example, the Exchange Regulatory Improvement Act was promoted by some
exchanges as a way to effectively block the SEC from ever pushing back." That bill has
been negotiated and introduced in multiple Congresses. It hasn’t proceeded towards
consideration, much less enactment, in any measurable way.

By carving some products out of the definition of a “facility” of an exchange, the
Exchange Regulatory Improvement Act would free up exchanges to impose whatever
fees and access requirements they desire, no matter how discriminatory,
anti-competitive, or unreasonable they may be.

The CLARITY Act would redefine exchange to create a massive new loophole, which
could lead to a similar result. Broadly speaking, Section 20219 would carve out a
trading center that is “predominantly” in digital assets to avoid being considered a
“facility” of an affiliated registered national securities exchange.

®15 U.S.C.§ 78f(b)(8).
1915 U.S.C.§ 78f(b)(5).
" Order of Summary Abrogation of the Twenty-Third Charges Amendment to the Second Restatement of
the CTA Plan and the Fourteenth Charges Amendment to the Restated CQ Plan, SEC, Exch. Act Rel. No.

83148, May 1, 2018, available at https://www.sec.gov/files/rul ro/nms/201 .odf.
2 See, Dave Michaels and Alexander Osipovich, Stock Exchanges Win Legal Battle With SEC Over Data
Fees, Wall St. J., June 5, 2020, available at

https://www.wsj.com/articles/court-overturns-sec-decision-to-reject-fee-increases-for-exchanges-data-fee
8 Exchange Regulatory Improvement Act (H.R. 3555) 115th Cong. (2018), available at
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A market center could essentially carve out its digital asset trading center from the
requirements of the Exchange Act, regardless of their connections to securities. So an
exchange could be trading stocks and related derivatives (perhaps including stock
tokens) through affiliates — without complying with the basic requirements of the
Exchange Act.

We don’t know why this language was added to the bill, as it wasn’t in any of the drafts
from the Senate Banking Committee nor the Senate Agriculture Committee, and it was
not the subject of lengthy discussions during the Senate Banking Committee’s markup
or public consideration of language.'

That said, we understand from some Senate staff that one firm has suggested that the
language is essential to enabling digital asset exchanges to be able to take advantage
of the SEC’s Regulation ATS framework.

That’s not true.

The new loophole language is unnecessary to permit exchanges trading securities that
are digital assets from becoming registered alternative trading systems (ATSs), and it is
unnecessary to permit exchanges to separately own and operate ATSs.

Ultimately, Section 20219 appears to be little more than a last-minute attempt by market
centers to avoid having to comply with the Exchange Act’'s demands — even when they
are trading securities.

This new provision facially enables anti-competitive practices. It would facially enable
unreasonable and inequitable fees. It would codify unfair access. It would empower
discrimination. And while we would be still frustrated if this was only in the context of
native digital asset commodities like Bitcoin, it would ostensibly extend to traditional
securities, like the stock markets.

Section 20219 would upend decades of debate, case law, prior choices by policymakers
and regulators — all to make the securities markets materially worse for investors and
other market participants. It should be removed.

Other Considerations

Capital markets participants today engage in a number of regulatorily mandated
activities designed to ensure not just the integrity of the markets and investor
protections, but also protect our national security through anti-money laundering and
countering the financing of terrorism efforts.

The proposed legislation would not just create a new class of market participants who
would be subjected to much lower requirements (placing them at competitive

* We understand that this language was included in the House-passed version of the bill. However, at the
time, many of these and other issues were not fully identified — much less addressed — by the authors of
the bill, much less by market participants.
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advantages, including through lower legal and compliance costs), but also create
massive new risks of money laundering and financing terrorism and other terrible
activities. We echo calls by AML experts, law enforcement experts, and market
participants to dramatically revise and improve these requirements in the legislation
before moving forward.

Conclusion

If you have any questions or would like to follow up, please feel free to reach out to me
at ty@healthymarkets.org or (202) 909-6138. Thank you for your consideration.

Sincerely,
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Tyler Gellasch Chris Nagy
President and CEO Research Director & Board Member

cc:  Senator Tim Scott, Chairman
Committee on Banking, Housing and Urban Affairs

Senator Elizabeth Warren, Ranking Member
Committee on Banking, Housing and Urban Affairs
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