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Kraken Became the First Crypto Firm to Access
the Federal Reserve Payment System
March 4 2026: Fedwire Direct Access, Five and a Half Years of Regulatory

Engagement, and What Comes Next for Ripple and Circle -- Q2 2026

On March 4, 2026, the Federal Reserve Bank of Kansas City approved Kraken Financial -- the

Wyoming-chartered banking arm of crypto exchange Kraken -- for a Federal Reserve master account.

The approval makes Kraken Financial the first digital asset bank in US history to gain direct access to

the Federal Reserve payment infrastructure. The account provides Kraken with direct access to Fedwire

-- the real-time gross settlement network that processes trillions of dollars in interbank transfers every

day and serves as the backbone of the US dollar payment system. Prior to March 4, Kraken had to rely

on partner banks to send or receive US dollars -- meaning every dollar deposit or withdrawal on

Kraken's platform passed through at least one intermediary bank before reaching its destination. The

master account eliminates that intermediary dependency. Kraken Financial can now settle US dollar

transactions directly in central bank money. Kraken co-CEO Arjun Sethi stated: this milestone marks the

convergence of crypto infrastructure and sovereign financial rails. With a Federal Reserve master

account, we can operate not as a peripheral participant in the US banking system, but as a directly

connected financial institution. Senator Cynthia Lummis of Wyoming called it a watershed milestone in

the history of digital assets. The approval followed five and a half years of sustained regulatory

engagement with federal and Wyoming regulators -- the longest and most rigorous application process

any crypto firm has completed with the Federal Reserve System. Kraken is first. It will not be last.

01 -- WHAT A FEDERAL RESERVE MASTER ACCOUNT IS AND WHY IT MATTERS

A Federal Reserve master account is the legal and operational gateway to the Federal Reserve System.

Every federally supervised depository institution in the United States -- every nationally chartered bank,

every state-chartered bank that is a Federal Reserve member, every savings institution -- holds a

master account at its regional Federal Reserve Bank. The master account is the mechanism by which

these institutions settle transactions in central bank money, the most risk-free form of US dollar

settlement that exists.

The Fedwire Funds Service -- the real-time gross settlement system that processes interbank transfers

-- is accessible only through a Federal Reserve master account. Fedwire processes approximately $4 to

$5 trillion in interbank transfers daily. This is the payment infrastructure that settles every large-value

dollar transaction in the United States: corporate treasury operations, bank-to-bank transfers, securities

settlement, and government payments all ultimately flow through Fedwire. The American Action Forum

described the master account as the legal and operational gateway to the Fed balance sheet and

payment rails, historically reserved for supervised depository institutions.



For crypto firms, the absence of a Federal Reserve master account has been the single most significant

structural disadvantage relative to traditional banks. Without direct Fed access, crypto exchanges and

payment firms must route every dollar transaction through a network of correspondent banks --

intermediaries who hold their own master accounts and process transactions on the crypto firm's behalf.

This correspondent banking dependency creates delays, adds fees, creates counterparty risk at the

correspondent bank, and creates concentration risk when the crypto firm relies on a small number of

correspondent banking relationships. Several crypto firms -- including Silvergate Bank and Signature

Bank -- collapsed in 2023, leaving their crypto clients without banking relationships and demonstrating

the systemic vulnerability of the correspondent banking model for the crypto industry.

Kraken Financial's Federal Reserve master account eliminates every one of these structural

disadvantages for Kraken. It can now settle US dollar transactions directly in central bank money

without any correspondent bank intermediary. Large institutional clients depositing or withdrawing

hundreds of millions of dollars in a single transaction can do so through Fedwire with the same speed,

finality, and safety as any nationally chartered bank. The institutional offering Kraken can now provide --

direct Fed settlement, no correspondent bank risk, central bank money finality -- is structurally

equivalent to the settlement capabilities of JPMorgan, Goldman Sachs, or Bank of America.

MASTER ACCOUNT SIGNIFICANCE: Direct Fedwire access. Central bank money settlement.

No correspondent bank intermediary. No correspondent bank risk. No concentration risk.

Kraken Financial can now settle institutional dollar transactions with the same speed and

finality as JPMorgan. After five and a half years of regulatory engagement.

02 -- THE SKINNY MASTER ACCOUNT: WHAT KRAKEN CAN AND CANNOT DO

Kraken Financial's approval is for a limited purpose master account -- described by regulators and

industry observers as a skinny master account -- that provides direct access to core Federal Reserve

payment infrastructure while excluding several capabilities available to full commercial bank master

account holders. Understanding the specific limitations of the skinny account is essential for accurately

assessing what Kraken has gained and what remains ahead.

What Kraken Financial can do under its limited purpose master account: access the Fedwire Funds

Service for real-time gross settlement of large-value dollar transactions, hold limited overnight balances

at the Federal Reserve, and settle US dollar transactions directly in central bank money without

correspondent bank intermediaries. These capabilities are the core payment settlement functions that

Kraken needed to eliminate its correspondent banking dependency and offer institutional-grade dollar

settlement to its clients.

What Kraken Financial cannot do under its limited purpose master account: earn interest on reserve

balances held at the Fed -- the IORB income that traditional banks receive; access the Federal Reserve

discount window for emergency lending; access FedNow, the Federal Reserve's instant payment

service for smaller-value retail transactions; or access the ACH payments system for batch electronic

funds transfers. The restrictions were not disclosed in the initial announcement -- they were confirmed

by Kraken in a subsequent statement to Reuters, reported by PYMNTS on April 10, 2026.



The Federal Reserve Vice Chair for Supervision Michelle Bowman framed the limited purpose account

as a pilot program -- a test of how non-banking organizations perform with limited core payment

connectivity access. Bowman stated the approval promotes principles of both safety and soundness,

and innovation. The pilot framing is significant for two reasons. First, it confirms that the Federal

Reserve views Kraken as a test case rather than a precedent -- meaning the Fed will evaluate Kraken's

performance under the limited account before deciding whether to extend fuller access or approve

similar accounts for other crypto firms. Second, it signals that the Fed is not permanently restricting

crypto firms to skinny accounts -- the door to fuller access is open if the pilot succeeds.

03 -- FIVE AND A HALF YEARS: THE REGULATORY ENGAGEMENT THAT MADE
HISTORY

The March 4, 2026 approval followed five and a half years of sustained regulatory engagement with

federal and Wyoming regulators -- the longest and most rigorous application process any crypto firm

has completed with the Federal Reserve System. Understanding the timeline of Kraken Financial's

master account application reveals why the approval was so difficult to obtain and why its eventual

success creates a documented pathway for other crypto firms pursuing similar access.

Kraken Financial was established as a Wyoming Special Purpose Depository Institution -- a banking

charter unique to Wyoming that allows firms to accept crypto and fiat deposits but does not permit

lending. The SPDI charter, created by Wyoming legislation in 2019, was specifically designed to enable

crypto-native firms to operate as banks without the full commercial banking license requirements.

Kraken Financial received its Wyoming SPDI charter in September 2020 -- the starting point of the five

and a half year master account application process.

The application was complicated by the Federal Reserve Board's March 2023 policy statement on

master account access, which established a three-tier system for evaluating applications: Tier 1 for

federally insured institutions, Tier 2 for federally supervised but uninsured institutions, and Tier 3 for

state-chartered institutions that are neither federally insured nor federally supervised. Kraken Financial

fell into Tier 3 -- the most scrutinized category -- requiring the Federal Reserve Bank of Kansas City to

conduct the most extensive due diligence review before approving any master account access.

Wyoming Governor Mark Gordon confirmed the state-federal partnership that ultimately produced the

approval: this approval of a master account for Kraken by the Federal Reserve signals support for

Wyoming banking and digital asset laws. Wyoming has been the most crypto-forward state legislative

environment in the United States -- its SPDI charter legislation, its digital asset property rights laws, and

its stablecoin legislation collectively created the regulatory infrastructure that made Kraken Financial's

master account application viable. The Wyoming model is now the documented pathway for other

crypto firms seeking Federal Reserve access through state-chartered banking entities.

04 -- WHAT COMES NEXT: RIPPLE, CIRCLE, AND THE QUEUE BEHIND KRAKEN

Kraken Financial is first. The significance of its master account approval extends far beyond Kraken's

own institutional offering -- it establishes the precedent, the documented pathway, and the regulatory



framework that every other crypto firm pursuing Federal Reserve access will follow.

Ripple filed its Federal Reserve master account application in July 2025, specifically designed to give

RLUSD -- Ripple's US dollar stablecoin -- direct Federal Reserve settlement access. Ripple's

application is now subject to the 90-day review clock established by Trump's May 19, 2026 executive

order requiring the Federal Reserve to process pending fintech and crypto firm master account

applications within 90 days of the order. If Ripple's application is approved, RLUSD would become the

first stablecoin with direct Federal Reserve settlement access -- a development that would make

RLUSD structurally superior to USDC and USDT for any transaction requiring the speed and finality of

central bank money settlement.

Circle -- the issuer of USDC -- received conditional OCC national trust bank charter approval in

December 2025. The OCC charter provides Circle with a pathway to Federal Reserve master account

access through the standard nationally chartered bank application process, bypassing the Tier 3

state-chartered institution scrutiny that made Kraken Financial's application so lengthy. Circle's OCC

charter application, combined with the Kraken precedent demonstrating that the Federal Reserve will

approve crypto firm master accounts under the right circumstances, creates the most credible pathway

to USDC direct Fed settlement access in Circle's history.

The 11 companies that filed for OCC national trust bank charters in 83 days -- Circle, Ripple, BitGo,

Fidelity Digital Assets, Paxos, Bridge, Crypto.com, Zerohash, Morgan Stanley, EDX Markets, and

Coinbase -- each gain access to the Federal Reserve master account pathway through their OCC

charters. The Kraken Financial approval through the Wyoming SPDI route and the OCC charter route

are parallel pathways to the same destination: direct access to the Federal Reserve payment

infrastructure that has historically been the exclusive domain of traditional banks.

KRAKEN OPENS THE DOOR: Ripple master account application filed July 2025 under 90-day

executive order clock. Circle OCC charter provides direct Fed application pathway. 11

companies with OCC charter applications all gain access to the same pathway. Kraken is first.

The queue behind it is every major crypto infrastructure company in America.

05 -- THE TRUMP EXECUTIVE ORDER: THE 90-DAY CLOCK ON EVERY PENDING
APPLICATION

On May 19, 2026, President Trump signed an executive order requiring the Federal Reserve to process

all pending fintech and crypto firm master account applications within 90 days. This executive order is

the most direct government intervention in the Federal Reserve master account application process in

the central bank's history -- and it creates a hard deadline for resolving the applications of Ripple, Circle

through its OCC charter pathway, and every other crypto firm in the master account queue.

The 90-day clock from May 19, 2026 means that the Federal Reserve must process all pending

applications by approximately August 17, 2026. If the Fed approves the pending applications within that

window, the stablecoin and crypto payment infrastructure ecosystem gains Federal Reserve master

account access simultaneously -- creating the most significant structural upgrade to crypto payment

rails since the GENIUS Act's passage in July 2025.



The Fed's response to the executive order will be the critical variable. The Federal Reserve is an

independent institution -- its board of governors has the authority to process applications on its own

timeline under federal law, and executive orders directing the Fed to act within specific windows create

legal tensions with the central bank's statutory independence. But the combination of the Trump

executive order, the Kraken approval as proof of concept, and the 11 OCC charter applications moving

through the approval process simultaneously creates the strongest institutional momentum for crypto

Federal Reserve access that has ever existed.

06 -- CONCLUSION: THE WALL BETWEEN CRYPTO AND THE FEDERAL
RESERVE JUST CAME DOWN

The Federal Reserve master account has been the most important piece of financial infrastructure that

crypto firms have been unable to access since the industry began. Every dollar that ever moved

between a crypto exchange and a bank account passed through the correspondent banking system

because crypto firms lacked direct Federal Reserve access. That structural dependency created the

single most significant operational risk in the crypto industry -- as Silvergate and Signature's 2023

collapses demonstrated when the loss of correspondent banking relationships froze billions of dollars in

client funds.

Kraken Financial's March 4, 2026 approval eliminates that dependency for Kraken and creates the

documented pathway for every other crypto firm to eliminate it. The skinny master account is not the full

commercial bank access that traditional banks enjoy. But it is direct Fedwire access, central bank

money settlement, and freedom from correspondent bank risk -- the three capabilities that matter most

for institutional crypto payment infrastructure.

For investors who have been following the complete institutional crypto adoption buildout documented

across the Alain AI Lab research library -- the GENIUS Act stablecoin framework, the OCC charter

wave, the DTCC tokenization program, the JPMorgan Kinexys platform, the BlackRock tokenized funds

-- the Kraken Federal Reserve master account approval is the payment infrastructure confirmation that

completes the picture. The institutional supply of compliant crypto products is being assembled. The

retail distribution infrastructure is being built. And now the payment settlement backbone -- the Federal

Reserve master account that connects every dollar transaction to the central bank's own payment rails

-- has been opened to crypto for the first time in history.

On March 4 2026 Kraken Financial became the first crypto firm in US history to access the

Federal Reserve payment system directly. Five and a half years of regulatory engagement.

Direct Fedwire access. Central bank money settlement. The wall between crypto and the

Federal Reserve just came down.
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