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Key Points

e International fragmentation risks leading to financial instability are paramount. The
G7 should lead an interoperable, efficient and participative solution by setting up
the International Financial Framework (IFF).

e The IFF leads the development of the International Digital Financial Architecture
with tokenized central bank reserves and a Global Liquidity Pool as its core pillars.

o Prosperity Data Networks linked to the Architecture could further catalyze growth
within underserved micro-, small- and medium enterprises (MSMEs) globally.

o With a multi-year, phased implementation, the G7-led IFF would be extended to
G20 and emerging economies to safeguard the international financial system and
to make it future-proof tailored to the diverse needs of economies.

Introduction: The Need for a 21st Century
Financial Framework

The global financial system is undergoing a rapid digital transformation. Central bank
digital currencies (CBDCs), regulated stablecoins, tokenization of assets and fintech
innovations are emerging across dozens of countries. However, these efforts remain
largely uncoordinated. Global digital currency initiatives are fragmented and lack
common standards for interoperability, making it difficult for countries to learn from
each other or manage potential cross-border ripple effects (Fung et al. 2024).

At the same time, new digital divides risk leaving smaller economies and businesses
behind in this fintech revolution (Stein et al. 2024). There is a clear need for an overarching
framework to govern digital finance in a way that is interoperable, stable and
participative. The Group of Seven (G7) — as a leader in global economic governance — is
uniquely positioned to spearhead this effort. By evolving the international financial
architecture to meet 21st-century demands, the G7 can ensure that digital finance
innovation supports broad-based prosperity and financial stability.

G7-Led International Financial Framework

We propose the creation of an International Financial Framework (IFF) — a G7-led
international body that will coordinate digital finance policy, standard-setting, and
interoperability on a global scale. The IFF will serve as the central governance mechanism
for the 21st-century financial system, bringing together, on a voluntary basis, central
banks, regulators, and key stakeholders from the current financial system to align
standards and protocols for digital currencies and assets. This framework would fill the
current void in global digital finance governance by providing a permanent platform for
coordination and oversight.



The IFF's mandate would include:

1. policy coordination — harmonizing approaches to CBDCs, stablecoins, and digital
asset regulation across jurisdictions;

2. standard-setting — defining common technical standards and terminologies for
interoperability; and

3. oversight of cross-border infrastructure — managing platforms and processes
that enable seamless international digital transactions.

The IFF would be an international body led by a steering committee, with its initial phase
serving as a consensus-building forum for the global digital economy. It complements
institutions like the Financial Stability Board, BIS Innovation Hub, and IMF by focusing
specifically on digital finance and addressing any gaps in their services.

The IFF model also promotes modern and participative governance. As experts
increasingly support decentralized or hybrid models that blend centralized oversight
with local autonomy (Stein et al. 2024), the IFF would see G7 leadership set high-level
guidance and standards, while individual countries tailor solutions to their local contexts.
This approach promotes global cohesion and innovation while reinforcing the G7's
commitment to financial stability. With G7-led research and policy agendas, economic
systems would be strengthened, cross-border coordination improved, and global
financial stability maintained (Fung et al. 2024).

IFF-Led International Digital Financial
Architecture

The first major initiative under IFF leadership is the development of an International
Digital Financial Architecture (IDFA), supported by governance structures and standards.
This would be a globally accessible digital network enabling different national digital
currency systems to transact with each other seamlessly. Under IFF governance, the IDFA
will link tokenized central bank reserves, regulated digital currencies and assets into a
unified network designed for continuity with existing infrastructure, where even
incumbent domestic financial systems without digital currencies can join via a low-cost
integration model. In practice, this means a payment originating in one country’s CBDC or
a stablecoin issued by a G7 country could be instantly and securely received in another
country’s digital currency, with automatic conversion and compliance checks handled
by the platform.

The IDFA includes only high-quality assets, as defined by the IFF. Assets are tiered: Tier 1
comprises tokenized central bank reserves and digitized foreign currencies, while Tier 2
includes regulated digital currencies (e.g., stablecoins), with separate tiers for digital asset
trading. Financial service providers can join voluntarily with their current roles and the
option to offer additional services.

Interoperability is not just about convenience — it underpins liquidity and stability. It is
essential to favor liquidity for financial assets and reduce fragmentation: currently, many
digital currency and asset networks are being developed in isolation, creating “digital



islands”. The IDFA will connect these islands into a global digital payments and asset
exchange. The platform would facilitate real-time, cross-border transactions that are
counterparty-risk-free through mechanisms like payment-versus-payment (PvP)
settlement and use of safe assets (explained in the Global Liquidity Pool below) — meaning
parties can transact without worrying about the other side defaulting.

The IDFA standardizes digital transaction data and protocols. With varying technologies
and terms in digital currencies, integration is challenging. Under IFF, a unified platform
would adopt common standards—akin to TCP/IP for the internet—to support an “internet
of value.” Guided by neutral experts, the IFF could serve as a standard-setting body, using
blockchain for security and Al for transaction monitoring, which would also improve
regulatory oversight (Stein et al. 2024).

As a key component of the IDFA, PDNs leverage decentralized data-sharing to transform
local business data into digital collateral. This enables informed credit assessments and
cross-border financing, bridging credit gaps, enhancing transparency, and driving financial
participation (Stein et al. 2023). Integrated within a participative IDFA framework
connecting G7 economies, emerging markets, and small financial institutions without
heavy infrastructure investments, PDNs and Al analysis uncover new financing
opportunities while reinforcing ecosystem stability and trust.

In conclusion, the IDFA unifies digital currencies and assets under common standards,
enabling seamless, secure, and real-time cross-border transactions. Leveraging
blockchain, Al, and Prosperity Data Networks, it promotes interoperability, financial
participation, and enhanced regulatory oversight.

The Global Liquidity Pool Within the IDFA

The second pillar of the IFF is a Global Liquidity Pool (GLP) for digital assets, established
and overseen by the IFF. This would be a pool of high-quality, liquid assets on the tiers
contributed by central banks and financial service providers. The purpose of this pool is to
provide immediate liquidity for cross-currency transactions and to settle trades on the
IDFA in real-time, without liquidity, settlement and counterparty risks.

The pool ensures neither party bears settlement risk with atomicity (simultaneous
execution) and there is always sufficient backing to intermediate between currencies,
much like financial institutions providing liquidity in forex markets, but here it is automated
and available 24/7. By tokenizing a portion of central bank reserves and placing them
under agreed rules, the system achieves what traditional correspondent banking cannot:
nearly instant, risk-free settlement with the safest asset across jurisdictions.

The GLP offers several advantages. First, it improves liquidity and stability: With a pre-
funded pool, money can flow even during crises when trust might otherwise freeze credit
lines. Second, it levels the playing field: even smaller countries or banks can trade
through the pool without needing large bilateral credit lines, thus encouraging
participation from the broader international community. Over time, this fosters a more
balanced system where all participants have reliable access to global liquidity. Third, it
encourages innovation in asset tokenization. Fourth, it could lead to an increased number
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of service providers resulting in greater competition and better outcomes for end users.
Robust governance is paramount: the IFF would set strict criteria for assets in the pool and
oversee its operations to maintain trust.

A globally managed pool under G7 stewardship could become a prototype that the G20
and beyond adopt. Questions remain on the legal and regulatory framework for such
cross-border payment arrangements, which would be addressed by the IFF. The GLP and
the IDFA would be integrated with existing payment systems (e.g., RTGS, SWIFT) to ensure
interoperability. The goal is evolution, not revolution: upgrade the financial plumbing
step-by-step so that efficiency and participation are enhanced without disrupting

markets.

The IDFA and the GLP would leverage the successful projects led by the BIS Innovation
Hub, for example, by building upon the cross-border wholesale CBDC and/or tokenized
deposit projects demonstrated in Project Agora (BIS 2024), Mariana (BIS 2023a) or the
cross-country retail CBDC project from Project Icebreaker (BIS 2023b).

Policy Recommendations and
Implementation Roadmap

To realize this G7-led International Financial Framework, we outline key policy actions and
a phased implementation roadmap. All recommendations are designed to be practical
and incremental, building on existing institutions and innovations to minimize disruption
while maximizing impact.

Key Policy Recommendations for the G7

e Establish the International Financial Framework (IFF). The G7 should officially
convene the IFF as a new pillar of global financial governance. This involves
defining its charter, membership (G7 with G20 and other stakeholders progressively
included), and scope of authority. The IFF will be the central coordinating body for
digital finance, offering a flexible, non-prescriptive platform that respects domestic
policy choices. Participation will be entirely optional, allowing countries and
institutions to engage at their own pace and according to their national priorities.
Rather than imposing radical structural changes, the IFF will focus on facilitating
cooperation, aligning standards, and enabling interoperability where it is desired.

¢ Launch an IFF-led International Digital Financial Architecture (IDFA). Mandate the
IFF to design and implement the global interoperability network for G7 tokenized
central bank reserves and regulated digital currencies and assets. This includes
establishing common technical standards, legal agreements for cross-border
transactions, and governance rules for platform participation. The platform should
expand connectivity to other economies. It must embed robust compliance
(AML/CFT checks) and leverage technologies like blockchain for security and
transparency (Stein et al. 2024).

e Create a Global Liquidity Pool (GLP) under IDFA. Task the IFF with setting up the
pooled digital reserve mechanism to enable real-time, risk-free settlements. G7

central banks along with financial service providers could initially contribute a small
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fraction of reserves in tokenized form to capitalize the pool. The IFF will establish
tiering, the rules for access, usage, and risk management of the pool. As a
safeguard, start with a limited pool to demonstrate proof of concept, then scale up
as confidence builds.

o Harmonize Digital Finance Regulations and Standards. Through the IFF, the G7
should lead the development of common regulatory principles for digital finance.
A coordinated approach will prevent regulatory arbitrage and fragmentation. This
also entails creating a legal framework for international digital payments, clarifying
how existing treaties (or new agreements) apply to digital currency transactions
and data sharing across borders (Fung et al. 2024).

¢ Promote participative Innovation (MSMEs and Global South). The G7 should
ensure the new framework explicitly includes measures to benefit MSMEs and
emerging markets. Under IFF auspices, create programs that integrate Prosperity
Data Networks and data cooperatives into the financial framework, so that
underserved communities can leverage their data for credit and services (Stein et
al. 2024). Also, sponsor a network of digital currency and asset sandbox
experiments coordinated internationally to strengthen controlled, risk-free
experimentation (e.g., MSME financing models) across countries (Fung et al.
2024).

Phased Implementation Roadmap

Achieving a G7-led IFF and its ambitious agenda requires a phased approach. Below is a
practical roadmap, with each phase building momentum and confidence for the next:

Phase 1: IFF Formation and Framework Design (Year 1)

G7 governments formally endorse the creation of the International Financial Framework,
laying the foundation for a global financial cooperation platform that countries can
choose to join. A charter is drafted outlining commitment and common objectives,
governance structure, decision-making processes, and initial focus areas. The G7 provides
seed funding enabled by the tokenized central bank reserves pledged by the G7 central
banks into the IDFA. Working groups are established for (a) IDFA design, (b) GLP design,
and (c) Regulatory Harmonization. Incumbent financial and technology service providers
are onboarded on a voluntary basis. The legal groundwork for data sharing and regulatory
cooperation is also scoped.

Phase 2: Pilot Projects and Sandbox Trials (Year 2-3)
The IFF initiates concrete pilot programs to test and refine the concepts.

Pilot IDFA: Selected G7 central banks and financial institutions connect experimental
digital currency systems via a prototype network.

Sandbox Network: In parallel, the G7 launches an international network of sandboxes for
digital financial services (Fung et al. 2024) where fintech companies and banks from
different countries test tokenized cross-border use cases.



Data Integration Pilot: Work with communities on integrating Prosperity Data Networks
with these sandboxes to demonstrate how sharing MSME data can improve lending
outcomes globally.

Insights from all pilots are fed back into the design of standards and regulations. Crucially,
these experiments are conducted with limited scale and real safequards, ensuring any
issues do not threaten financial stability. The outcome of Phase 2 is pilot results, refined
technical standards, and draft regulatory guidelines informed by real-world data.

Phase 3: Expansion, Standards Adoption, and Regulatory Alignment (Year 3-5)
With successful pilots, the IFF moves to scale up the framework.

IDFA Deployment: Asset tiering by the IFF and roll out the IDFA to all G7 members’ central
banks and interested partners, connecting major currency areas. By this stage, common
technical standards and protocols are finalized under IFF endorsement, and participating
jurisdictions integrate them into their domestic digital currency or payment systems.

GLP Launch: The G7 central banks commit to safeguard the stability of the liquidity pool.
Legal agreements are signed and a fair commercial model for service providers is enacted
to establish the pool's governance under the IFF. On the regulatory side, G7 financial
regulators, through the IFF working group, publish a joint framework for digital finance
regulation. G7 countries begin aligning their national laws to this framework. The G7 also
advocates these standards in broader international forums (G20, IMF meetings), paving the
way for wider adoption.

Phase 4: Global Adoption and Integration (Year 5 and Beyond)

The final phase opens the framework to global participation, making the IFF truly
international. Additional major economies (G20) can formally join the IFF, expanding the
governance council. The IDFA connections extend to new CBDC and trusted private
digital currency networks, creating a network-of-networks effect. More central banks
commit, and more financial service providers contribute to the GLP, increasing its capacity
— it could evolve into a multi-currency reserve. The IFF continues to update standards and
best practices as technology evolves. Crucially, as more nations see the efficiency and
participation gains within the IFF coalition, they will be incentivized to join. This mirrors the
“coalition of the willing” dynamic observed in digital cooperation proposals.

Throughout all phases, coordination with bodies like Financial Stability Board, BIS
Innovation Hub and International Monetary Fund on macroeconomic implications (e.g.
impacts on exchange rates or capital flows) will be important to manage risks. The phased
approach allows regulators to adjust and strengthen safeguards as the network grows,
maintaining stability.

Call to Action: A G7-Led Path to a New
Digital Financial Era

The establishment of a G7-led International Financial Framework (IFF) for digital
governance and interoperability is a bold step toward a modernized global financial



architecture. By making the IFF the cornerstone of this strategy, we ensure that all other
components — the International Digital Financial Architecture (IDFA), the Global Liquidity
Pool (GLP), and harmonized policies — are unified under a clear governance vision.

Under G7 leadership, the IFF can drive the world’s financial system to evolve in a way that
is participative, efficient, and resilient. Small businesses and developing economies will
gain better access to finance as data-driven networks connect them to global capital
(Stein et al. 2023), and as digital currencies make payments faster and cheaper. Financial
stability will be reinforced through internationally coordinated oversight and available
liquidity, reducing the chance of digital-era financial fragmentation. Implementing these
strategies positions the G7 as leaders in advancing global socio-economic systems
toward an Al-driven, equitable digital economy (Stein et al. 2024) — advocating a
people-centered financial world that works for all.

The IFF will help to shepherd all the ongoing G7 digital currency and asset activities
towards a shared vision and joint path. The IFF will incorporate the stablecoin
developments led by the United States, the CBDC exploration - both retail and wholesale
- represented by the Eurozone, the regulated liability network (RLN) and CBDC works by
the United Kingdom, and Canada'’s and Japan's over-arching digital asset explorations.
The IFF will provide a unifying framework and platform to all of these efforts,
interconnecting them, so that end users could have the chance to choose which one they
wish to deploy.

The IFF builds on existing trends and links them together: national CBDC projects,
fintech innovations, and emerging data governance models become stronger and more
effective when coordinated. The cost of inaction, by contrast, is high: continued
fragmentation, higher transaction costs, and the risk that the digital finance revolution will
deepen inequality by excluding those outside a few major networks. The G7 has a narrow
but crucial window to act and shape the outcome.

In conclusion, a G7-led International Financial Framework (IFF) for digital governance
offers a practical path to a unified, interoperable, and participative global financial
system. With a clear vision, phased implementation, and commitment to collaboration,
the G7 can lead the world in unlocking the full promise of digital finance — catalyzing
innovation while safeguarding stability and participation. This new IFF can become a
cornerstone of global economic cooperation in the digital age, much like the Bretton
Woods institutions were for the post-WWI| era. It is a visionary yet practical approach to
ensure that the financial architecture of the 21st century is fit for purpose and leaves no
one behind.
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