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Over the course of history, money has
transacted faster, become cheaper to move, and
become less geographically bound over time.
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The last shift in how money moves globally occurred in 1973 with SWIFT,
enabling banks to exchange transaction information electronically across borders.

What is the history of payment systems over the last 250 years?

SWIFT
Shared global network
that formats and routes
payment instructions

) — = \ | — \ | + +
= Gt Gt — 4 ,
=5 — — = =
Early 1800s Late 1800s 1918 1950 1970 1973
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SWIFT passes payment instructions from one member bank to another
before moving funds, leading to a delay between instruction and settlement.

How does a wire transfer on SWIFT work?

Sender bank formats an “MT103”
message that includes the
recipients bank’s unigue number
and the recipient's information

SOCIAL CAPITAL_

Both sender and recipient banks
must have accounts at this
correspondent bank. When the
MT103 arrives, these accounts are
debited/credited, and the message
is then relayed to the recipient bank

i SWIFT N\

BANK OF AMERICA 'A m

Sender > Sender Bank » Correspondent Bank m Correspondent Bank > Recipient's Bank »I Recipient
4 4

A

Recipient Bank receives
the MT103, credits the
beneficiary’s account,

and notifies the Sender.

Source: SWIFT



This delay between instruction and settlement requires reconciliation
with the banks involved, leading to a chain of fees and processing delays.

What happens when you send $20,000 from the United States to the UK? |[e®¢c

i (SWIFT) N\ LA
AAAAAAAAAAAAA vAIRN
Sender > Sender Bank » Correspondent Bank m Correspondent Bank > Recipient's Bank »| Recipient
4 s 4 + *
°®e °®¢°
Send Fees $5 Fees $10 Fees $10 Fees $10 Fees $5$ Receive
$20,000 Delay 1day Delay 1day Delay 1day Delay 1day Delay 1day $20,000
KYC check AML check AML check KYC check
Source: SWIFT
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Stablecoins address these fees and processing delays by leveraging instant
settlement from decentralized networks and the trust of established currencies.

What happens when you send $20,000 from the United States to the UK via stablecoins? @

s @'" s @'" s
—— Crypto wallets store :
keys that sign transactions
Uses Coinbase or c from your account Average Fees: $0.01 You can send USDC to your
Robinhood account to Delays: None Coinbase account to convert it
convert $20k fiat USD to @ Transaction digitally to fiat or use a third-party OTC
$20k USDC stablecoin signed by sender exchange to convert the USDC
: to cash for a fee
(On-ramp to stablecoins)

(Off-ramp to fiat currency)

SOCIAL CAPITAL _ Source: Coinbase, Robinhood 8



This simple feature of near-zero fees and delays
may have profound implications for markets and geopolitics.
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Hundreds of billions of dollars are already being transferred globally through
stablecoins, despite it not being fully integrated into traditional financial institutions.

$1,000B
$900B
$800B
$7008B
$600B
$5008B
$400B
$300B
$2008B
$100B

$0B
2020

Weekly Volume of Transfers, Billions of U.S. Dollars, 2020 to 2025

2021

2022

2023

2024

$860B

$464B

$319B

ACH (Q4 2024)

Stablecoins

OLT)
VISA (Q4 2024)

IR
VISA
—

Source: Artemis 10



This deep dive will explain how stablecoins work while exploring their
implications for markets, geopolitics, and the impact of US. regulatory clarity.

How Does it Work? What are the Use Cases?
Stablecoin Cross-border Transfers U.S. Dollar Access Payments Crypto Trading
1L
@ & SELL
— ( CA ol
09 7 vy
Stablecoins wrap U.S. A company in Lagos In countries where opening A merchant in Manila A trader can shift their
dollars in software, so invoices a client in Berlin, a USD savings account is receives payment instantly crypto trading gains into
any amount of dollars receives paymentin U.S. difficult, putting money into via stablecoins from a buyer stablecoins, exiting
can quickly transfer to dollars within 30 seconds a crypto wallet with USD in LA, bypassing credit card market volatility instantly
anyone on the internet through their phone stablecoins has less friction fees and processing delays within crypto ecosystem

SOCIAL CAPITAL _ Source: Circle 11
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So what is a stablecoin?
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Stablecoin Basics
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A stablecoin is a digital token that maintains a 1:1

value with an established currency, typically the U.S. dollar.

What is the underlying value of 1 stablecoin?

1 Stablecoin = $1

One unitofa US. < S ..Is redeemable for

dollar stablecoin... one U.S. dollar

@ oL

Source: Circle
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To maintain this 1:1 value, stablecoin issuers hold reserves equal to the
tokens in circulation, backing the issued stablecoins with cash and bonds.

What is the composition of Circle’s USDC Reserves?

USDC Issued Reserves

06 1USDC : $1
\Ope®

USDC Stablecoins 10% Cash in Bank

90% Short-Term
U.S. Treasuries

Total: 55.3B USDC Total: $55.3B

QOO

Stablecoins are issued
by Circle, Tether, MakerDAO,

SOCIAL CAPITAL PayPal, and other companies.

Source: Circle 15



These issuing companies create and destroy stablecoins to maintain
parity with their reserves, which establishes a stablecoin’s intrinsic value.

How does the stablecoin “mint and redeem” process work?

Mint (Create) Redeem (Destroy)

Coinbase deposit $1B Coinbase sends 1B USDC "

@G : < c

0 - . O

Circle “mints” 1B USDC Circle “redeems” $1B
USDC supply = USDC supply =
current supply + 1B current supply — 1B

=190V

Stablecoins can be minted
and redeemed across several

SOCIAL CAPITAL decentralized networks. Source: Circle 16
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Issuing companies sell directly to institutional purchasers, who then
make the stablecoin available to retail investors through their platforms.

© 06

Stablecoin issuers
(Circle, Tether, Paypal...)

e N

_ 1
cCe® 0@ :GR @

Crypto exchanges Market makers Crypto trading firms Liquidity providers
(Coinbase, Binance...) (Jump, Wintermute...) (GSR Trading...) (Cumberland, Amber...)

Retail gets access to stablecoins in the open markets

Source: Circle and Tether
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To keep the trading price on exchanges pegged at $1 per stablecoin, market makers
engage in arbitrage through the mint-redeem process whenever prices deviate from $1.

Case 1: Price is
lower than $1

How do stablecoins maintain price stability on exchanges?

Case 2: Priceiis
higher than $1

N

Only customers
who hold KYC-
verified accounts
with the issuing
company can do
this arbitrage.
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|dentify Redeem with ,
Opportunity Execute Trade Issuing Company Profit
Market maker notices Purchases Sends 1,000,000 Cost $980,000
that USDC is trading at » 1,000,000 USDC on > USDC for » Revenue $1,000,000
$0.98 on Binance the exchange redemption Profit $20,000
|dentify Mint with Issuing :
Opportunity Company Execute Trade Profit
Market maker notices Deposit $1,000,000 Sells 1,000,000 Cost $1,000,000
that USDC is trading at »  with Circle to mint > USDC on the » Revenue $1,020,000
$1.02 on Binance usDC exchange Profit $20,000

Source: Tether
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How do stablecoins achieve
faster settlement and lower fees?
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Stablecoins settle faster with lower fees because they
leverage the infrastructure built on decentralized networks.

What are the layers of the crypto infrastructure that make stablecoins possible?

A wallet signs transfers
without repeated ID verification

;

A token wraps the assets
to be transferred between parties

/

A smart contract executes
code that enforces an asset’s properties

/

A decentralized network
runs 24/7 without intermediaries

g7

701011
110101
\0101/
N PJ

34

o

Automates
ID verification

Creates the asset
that is transferred

Makes an asset
programmable

Drives fast and
cheap transfers

Source: Ethereum Whitepaper and Solana Docs
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Decentralized networks require computing power to operate, so users only
pay the fee to compensate the nodes that maintain the network's operations.

Sender

Update records
to reduce sender
stablecoin
balance -20,000

\ 4

Solana Network

What incentives keep stablecoin transfer costs low?

/

Wa
vAInN
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(~0.01$) regardless
of amount sent

SOL Fee 0.00008

\ Solana’s 1,300+ nodes
create a highly competitive
network where no one can
raise fees arbitrarily. Falling

compute costs also help
keep transfers cheap.

\ 4

Recipient

Update records to

increase recipient

stablecoin balance
+20,000

Source: Ethereum Whitepaper and Solana Docs 21



Tokens built with smart contracts allow assets to
transfer within seconds between parties on a decentralized network.

What happens when you send 5 USDC through Rainbow?

@ Smart Contract @
Sender ° Recipient

// Basic stablecoin rules
How many stablecoins exist? v
Who owns them? o] 3

How can they be transferred? ¢
@ // Basic stablecoin functions
function transfer(recipient, amount)
my wallet -~ { my wallet -~

338'99 if (blacklisted[sender] || 323.40

e o o o blacklisted[recipient]) { @ e e @
Bury Swap Send Copy Buy

return "Transfer blocked: address - - -
blacklisted"; } : i

USD Coin 517,77 . USD Coin $5.00
105 if (balances[sender] >= amount) { 5.00 USDC 0.373%

,wv balances[sender] -= amount;

o

. L~
HERCA I

<
I
1
B
[$)]
N

11:09

9)
3

v
\ 4

Tether USD £14.30 Lot o _ . Wrapped Ether $0.79

0 . 98 Transfer .. balances[recipient] += amount; 0000435 WETH > 500
5USDC

0 Ethercum §6.92 return "Transfer successful", } Ethereum $17.31

0.383% 0.00963 ETH 2.30%

return "Insufficient balance”;
}

SOCIAL CAPITAL _ Source: Rainbow 22



Crypto wallets employ key-based authentication, which
eliminates the need for repeated identity verification before transfers.

Traditional Banking User Experience

WELLS : :
FARGO Bank accounts require multiple /4¥\
verifications: login, password, 2FA
for online access, and ID verification SWIFT SNIP4
= in person. This process repeats for N ke
7 each financial transaction \%f/ 2 IS
Crypto User Experience
! |
Anyone can create a crypto _
wallet without permission, Crlygt? Wdaclilets prOJE/kl]d?
i obal addresses tha
a22|§%§?§§ﬂ3$‘.t%?ﬁeaLee§2€ aliow people to send and LA
that can send assets out of it receive crypto assets S

SOCIAL CAPITAL _ Source: Ethereum Whitepaper and Solana Docs 23



These layers of innovation essentially wraps
the U.S. dollar in software, so dollars can travel
anywhere the internet reaches within seconds.
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Dollars moving over the internet within seconds
reshapes how people move, invest, and store money globally.

Heat Map of 4+ Billion Internet Users, by Country, 2020

100M+

50M to 100M
20M to 50M
10M to 20M
5Mto 10M
2M to 5M

1M to 2M
500k to 1M
100k to 500k
10K to 100K

SOCIAL CAPITAL _ Source: Internet World Stats 25



Stablecoin Use Cases
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First, stablecoins are emerging as the superior method for cross-border money
transfers, offering lower fees and faster processing times than traditional systems.

SOCIAL CAPITAL_

Transfer Fees

Settlement Time

Onboarding

Geographic
Limitations

Security

Maximum amount
that can be sent

©

Instant

Requires setting
up a crypto wallet

Global access

High, wallet keys
control assets

No limits

Western 9
Union

MoneyGram

$5 to $100

Cash pickup within
minutes/hours

ID verification to
send and receive

Limited by
physical locations

Secure, but
susceptible to
fraud/scams

$10k to $50k per
transfer per day

How do stablecoins compare with traditional cross border money transfer options?

Stablecoins Western Union or Wire Transfer
MoneyGram

<0.01$

$10 to $50

3tob
business days

Bank account
required

Subject to
bank/country
regulations

Secure, but
susceptible to
fraud/scams

No limits, however
individual banks
set own thresholds

Source: Western Union and Moneygram
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Trillions of dollars are transferred across borders
weekly, despite the current system’s delays and fees.
Weekly Volume of Global Cross Border Transfers, Billions of U.S. Dollars, 2020 to 2025

$4,0008 Global Cross-Border
$3.65T
$3,500B Payments (2023)
$3’OOOB Total of wholesale
cross-border
$2,500B transactions (B2B)
and retail cross-
$2,000B border transactions
(B2C and C2C)
$1,500B
$1,0008B
$500B
$0B
2020 2021 2022 2023 2024

SOCIAL CAPITAL _ Source: Artemis 28



Although stablecoins are the fastest growing method for
cross-border transfers, adoption for this use case is still in the early stages.
Weekly Volume of Transfers, Billions of U.S. Dollars, 2020 to 2025

$4,000B
$3.65T Global Cross-Border
$3,500B ' Payments (2023)
$3,000B
$2,500B
$2,000B
$1,500B
$1,000B

$SOOB M $464B iébgoms

$0B
2020 2021 2022 2023 2024

SOCIAL CAPITAL _ Source: Artemis 29



The second use case of stablecoins is that they increase access to
U.S. dollars in countries with weak currencies or restrictive banking systems.

Percentage Growth of Stablecoin Activity from 2023 to 2024 (Transfers Under $1m)

49 43% Regions like Lgtin
America and Africa are
embracing stablecoins as
a hedge against local
currency instability

Regions like North 0 29%
America and Western 28%
Europe have seen slower
growth likely due to
robust native financial 16% 17%
infrastructure 0

\-~~
‘‘‘‘‘‘‘

North America Western Europe  Middle East Asia Eastern Europe Africa Latin America

SOCIAL CAPITAL _ Source: Chainanalysis 30
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This connects people in these countries with the global economy and

gives people the ability to transact, save, and invest in a highly trusted currency.

How do people in Argentina, a country with a weak currency, benefit from stablecoins?

Income for services
provided to someone in
another country

Person based in the
U.S. hires Maria, a
software engineer

based in Argentina
to build an app

Agreed terms
are $2,000 upon
completion of
the task

Personin the U.S. sends
Maria in Argentina
2,000 USDT to her

wallet address

Income
preservation

|

|

_

L = = “
T . .
A, 3200 J’

v

Instead of converting her

earnings to pesos, she
keeps them in USDT,

protecting her income from

the peso's devaluation

Emergency Access
During banking restrictions
(when the government limits
bank withdrawals), Maria can
still access her funds since her
USDT exists outside the

traditional banking system

.h
.
.
‘e
.

\

Maria converts just
enough USDT to Pesos
for daily expenses
through a local over

Avoiding Capital Controls
Argentina has strict limits on US
dollar purchase, but Stablecoins

allow Maria to effectively hold
dollar value without navigating
these restrictions

the counter exchange

Source: BeinCrypto and Decrypt
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And as stablecoins become adopted within a country, they create local
network effects and people start using them for everyday transactions as well.

How do people in Nigeria, a country with limited access to U.S. Dollars, benefit from stablecoins?

More crypto savvy
merchants might

Musa Remittances . v accept stablecoin « Instant transfers
I I Musa in Nigeria, receives Eathor sends 2.000 payments directly + No volatility risk '
" monthly remittance R USDC to Musa's ,|  Musakeeps the Daily expenses * No currency exchange risk
support from his father remittance in USDC * Negligible fees
@ who works in the UAE crypto wallet i Musa uses a local + and easy to convert into
- @ @ """ A stablecoin debit card local currency
— I I service provider to be
able to spend the USDC
locally for groceries and
everyday shopping

{ Cardex @

SOCIAL CAPITAL _ Source: Chainanalysis and Finextra Research 32



Stablecoins allow people in these countries to leapfrog traditional financial
infrastructure, as payments and transfers are as easy as sending a text message.

How do people in Lebanon, a country with distrust in its banking sector, benefit from stablecoins?

Venmo Zelle

n
>

‘ 5

SOCIAL CAPITAL _ Source: Bitcoin Magazine 33

\ 4

Recipient | =—

Bank experiences are
seamless in the U.S.,, so
stablecoins have minimal
practical daily usage

{i@) ¢
0@

.
Recipient %

In a countries like
Lebanon, where trust in
banks is low, people turn
to stablecoins as a
default payment method

\ 4

M

w
D
- >
= o
D
=

T

1
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Third, stablecoins lower costs for merchants
by reducing the fees charged per transaction.

What happens when a customers pays a merchant $100 using a credit card?

Customer

Pay the
merchant

$100 with a

VISA card

Square@

A

> Payment
Processor -

\ 4

Merchant

Pays the
payment
processor
a$3fee

Source: Stripe and Square
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Pay $100 with
a VISA card

Customer

—
VISA
—

3-5% in processing fees when a customer pays with a card.

Today, sellers who use Square or Stripe typically pay

What happens when a customers pays a merchant $100 using a credit card?

Square@

n
»

-
«

Merchant

|
Payment Processor

A

For a $100 purchase,

the merchant will receive $96

within 1-2 business days

Processing fees
2.9% + $0.3
per transaction

SOCIAL CAPITAL_

Merchant Bank

v

VISA
network fees

Cardholder Bank

A

Interchange fees
1% to 3% for
credit cards

Source: Stripe 35



With stablecoin payment rails, businesses can offer the same
checkout experience while paying much lower fees behind the scenes.

What happens when a customers pays a merchant $100 using stablecoins? @

Pay the merchant Pays no fees if the customer
$100 with a crypto uses a crypto wallet, and 1$
wallet or a VISA card if they use a VISA card

Customer g Payment Processor »  Merchant

For a $100 purchase, the
merchant will receive
$99 to $100 instantly

\4

Customer f=—> i Checkout UI/UX > Solana/Ethereum

Web API/UI for
accepting crypto
payments

Merchant Wallet —>| Merchant

SOCIAL CAPITAL _ Source: Coinbase Commerce 36



The most immediate impact will be on U.S.-based companies and companies

that sell into the U.S. market, because credit card usage and fees are highest here.

SHAKE %SHACK @ amazon

TARGET
SoFi & B

Stadium Sq u a re PayPal

Tenera Ube

BREAD mstocort

DOORDASH

SOCIAL CAPITAL_
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Over time, stablecoins create competitive
pressure that will drive down the processing fees
charged by payment networks and processors.
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Fourth, stablecoins serve a key role in the crypto ecosystem by creating both a
stable on-ramp for new users and a flight-to-safety option for existing participants.

Crypto On-Ramp Crypto Off-Ramp
S
3 >
Nz ®
To “on-ramp” is buying To “off-ramp” is turning
crypto with regular crypto back into
money, stablecoins regular money,
offer a first stop before stablecoins offer a way
diving into riskier coins to park in crypto assets

SOCIAL CAPITAL_



New users can enter crypto through U.S. dollars before moving into riskier
tokens, lowering the barrier to adoption by easing people into the ecosystem.

How do people on-ramp to crypto using stablecoins?

O
-

l

On ramp 50,000
U.S. Dollars using Coinbase

Swaps 50,000 U.S. Dollars to
50,000 USDC on Coinbase and

Buy ETH e Sends the USDC to crypto wallet @ Buy SOL
/ g \
9 Swap 17,000 @ Swap 15,000
USDC for 10 ETH USDC for 100 SOL

SOCIAL CAPITAL_



More experienced traders can instantly escape volatility by shifting
into stablecoins without leaving the decentralized finance ecosystem.

How do people off-ramp from crypto using stablecoins?

O
-

l

On ramp 50,000
U.S. Dollars using Coinbase

Swaps 50,000 U.S. Dollars to
50,000 USDC on Coinbase and

Buy ETH @ Sends the USDC to crypto wallet @ Buy SOL
/ g \
@ Swap 17,000 @ Swap 15,000
USDC for 10 ETH USDC for 100 SOL

1 1

Volatile market conditions due

@ Swap 10 ETH for to recent unfavorable news Swap 100 SOL for @
for 16,900 USDC 14,800 USDC

SOCIAL CAPITAL_



This stabilizes crypto markets and supports broader
adoption of investing and trading within the crypto ecosystem.
Total Monthly Volume of Stablecoin Transactions, U.S. Dollars, 2020 to 2025

$3,0008B
$2,500B
$2,000B Monthly Stablecoin
$21 .
Trading Volume

$1,500B @ 9

$1,000B
$500B

$0B
2020 2021 2022 2023 2024 2025

SOCIAL CAPITAL _ Source: Artemis 42
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Overall, stablecoins have established clear use cases that millions

of people already utilize daily, making them crypto's second killer app.

What products in the crypto ecosystem have product-market fit?

‘

Memecoins DePIN

Bitcoin .

o @2 A - W@

NETSs RWAs Social

Stablecoins Markets Networks ~Games
€ >
High product Low product
market fit market fit

43



And these use cases create a virtuous cycle, driving
demand and enabling wider, faster circulation of U.S. dollars.

Cross Border Transfers
Lower fees and faster processing times

Expand U.S. Dollar Reach Access to U.S. Dollars
More stablecoin use cases and supply Easier access to USD in countries with
results in wider and faster circulation of USD restrictive banking and weak currencies

Deeper Stablecoin Liquidity e e Payments
Demand for stablecoins means new tokens Lower costs for merchants by
are continually minted and put into circulation reducing the fees charged per transaction

SOCIAL CAPITAL_
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Dollar Hegemony
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The dollar accounts for around 60% of foreign exchange reserves held by
central banks, which creates a foundation of international demand for dollars.

The ECB holds majority of
its reserves in U.S. Dollars
because, when push comes
to shove, dollars are the
only currency they can
deploy at scale instantly,
safely, and everywhere.

SOCIAL CAPITAL_

European Central Bank Foreign Currency Holdings, 2020 to 2024

€50B U.S. Dollars
€45B
€41B €43B
€£38B Japanese Yen
Chinese Renminbi
2020 2021 2022 2023 2024

Source: ECB
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And roughly half of all international trade is invoiced in
dollars, even when neither the buyer nor seller is American.

Oil and other commodities trading is priced in USD forcing countries to maintain USD reserves

Some countries like China are
trying to upend this dominance,
building rails so that paying for oil
in yuan becomes easier, but
analysts expect the shift to be
incremental single-digit percent
shares by the late 2020s.

SOCIAL CAPITAL_

Buys oil in USD
®
— Buys oil in USD
India »>
Buys oil in USD
China »>

S—

70-80% of
international
commodity
transactions are
settled in USD

Source: ECB and WEF
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Dollar dominance allows the U.S. government to borrow at low rates, run larger

deficits, and print its currency with less inflationary consequences than other countries.

Printing stays painless
when people trust the
currency, the dollar enjoys
that trust globally

SOCIAL CAPITAL_

USA

1E

Money
growth at 4%

In the U.S. new money

or deficits mostly end

up in Treasuries held
worldwide

Why can the USA print more money than other countries at lower consequences?

Turkey

|

Money
growth at 60%

l

3% inflation

In Turkey extra lira

chases scarce dollars,

the lira falls, and
import costs rise

|

40% inflation

Source: FT
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Stablecoins reinforce this dollar dominance by increasing
distribution and liquidity of dollars as a global trading and transaction vehicle.
Total Stablecoin Market Cap, U.S. Dollar Value, 2019 to 2024

$2508B .
$226B Stablecoin Market Cap

More than 99% of the
market cap isin U.S. @ e

$QOOB Dollar stablecoins

$150B

$100B

$50B

$0B
2019 2020 2021 2021 2022 2023 2023 2024 2025

SOCIAL CAPITAL _ Source: Artemis 49



This is especially important because China has
banned cryptocurrencies, locking them out of this ecosystem.

SOCIAL CAPITAL_

Source: Chainanalysis 50
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Thisis one key reason why the current
administration is supportive of crypto and stablecoins.

Howard Lutnick — U.S. Secretary of Commerce

“Dollar hegemony is fundamental to the United
States of America, that’s why I’'m a fan of properly
backed stablecoins. I'm a fan of Tether; I'm a fan
of Circle. They drive demand for U.S. Treasuries
and are fundamental for the U.S. economy.”

David Sacks - White House Al & Crypto Czar

“Stablecoins have the potential to ensure
American dollar dominance internationally,
expanding digital-dollar use as the world’s reserve
currency and creating potentially trillions of dollars
of demand for U.S. Treasuries.”

51



Regulatory Environment
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Lack of regulatory clarity in the U.S. is the

number one reason preventing stablecoin adoption.

“What is preventing you from increasing your investment in

crypto assets?” Survey with 430 Investment Advisors, December 20, 2025

Requiatory concerns | >0

Too volatile

No idea how to value crypto assets

Lack of easily accessible investment vehicles

Custody concerns / fear of hacks

Lack of understanding

Crypto assets are associated with criminal activity

24%

23%

22%

22%

31%

47%

Source: Bitwise
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Coinbase

Uniswap

OpenSea

SOCIAL CAPITAL_

Launched Bermuda-
licensed perpetual-
futures exchange

Why?

Built-in token revenue-
sharing mechanism has
not been turned on

v

\ 4

Underscores how U.S.
rules drove crypto
derivatives offshore

What did they do?

Why?

The only top NFT
marketplace without a
live token

Dividend-like payouts
could turn UNlinto a
security

\ 4

\ 4

Shifted trading overseas
& CEOQO openly floated
moving Coinbase HQ

Regulatory fog has led companies to limit involvement with crypto,
move offshore, and delay the release of crypto products and services.

Now what?

What did they do?

Why?

v

Fears a token airdrop
could be deemed a
security

DAO keeps delaying,
commissioning legal
work & pilot studies

v

\ 4

Waiting for a clear U.S.
crypto-derivatives
framework

Now what?

What did they do?

v

Doubled down on core
product and petitioned
the SEC for clarity

Waiting for explicit rules
on tokenized cash-flows
& DAO tax status

Now what?

\ 4

Waiting on formal SEC
guidance & relief from
the Wells-notice cloud

Source: Coinbase, OpenSea, and Uniswap
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In practice, only one of the
competing stablecoin bills is
likely to become law
because congressional
negotiators typically fold
overlapping proposals into a
single compromise package

SOCIAL CAPITAL_

The Stable Act - H. R. 2392

" H.R. 2392

IN THE HOUS]

TIVES

A BILL

To provide for the regulation of payment stablecoins, and

for other purposes.

Would authorize only approved
issuers to create USD stablecoins,
require them to maintain full
reserves with monthly public
disclosures, prohibit any suggestion
that the coins are government-
backed, promote interoperable
standards, and mandate ongoing
studies to keep the regulatory
framework up to date.

U.S. regulatory clarity for stablecoins is starting to
emerge, with two competing bills progressing through Congress.

The Genius Act - S. 394

119711 CONGRESS
Ist

S.394

IN THE SENATE OF THE UNITED STATES

To provide for the

Would establish a dedicated
federal charter for both banks
and non-banks to issue fully 1:1-
backed USD stablecoins, impose
capital and risk-management
standards, outline a bankruptcy
and resolution regime to
safeguard users, and direct
federal and state regulators to
craft coordinated rules.

Source: Congress.gov
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Banks will
custody a crypto
wallet for their
customers

SOCIAL CAPITAL_

These bills are designed to create a legal and regulatory

environment that enables compliant entities to issue their own stablecoins.

What happens when major Banks issue their owns stablecoins?

Account 1

Accounts Dashboard

Q Hi, I'm Erica. How can | help?

Banking

Bank of America %7

FDIC- Insured - Backed by the full faith and credit of the U.S. Government

Bills $5,350

Daily $325

USDC Balance @

Bank of America %7

Earning 4% $10,000

e

Send USD via Venmo/Zelle?
Send USD via Wire transfer?
Send USD via ACH?

B

Send 5,000 USDC %

n
L

Account 2
Accounts Dashboard
Q Hi, I'm Erica. How can | help? %
Banking

Bank of America %7

FDIC - Insured - Backed by the full faith and credit of the U.S. Government

Bills $5,350

Daily $325

USDC Balance @

Bank of America %7

Earning 4% $5,000

AllUS. Dollar
stablecoins are
interchangeable
with each other,

making the
experience
seamless across
applications and
wallets

*Edited images shown for illustrative purposes only
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Given the business model of becoming a stablecoin
issuer, this will likely lead to an influx of stablecoin issuers.

As of December 31,2024 Tether USDT ﬁ]

How do stablecoin issuers generate profits?

Total Stablecoin Supply 137.6B USDT
U.S. Treasury Bills $94.5B
Overnight and Term Reverse $17.08
Repos
(ndrect T-6i Exposcre) %6.58
Precious Metals $5.3B
Bitcoin $7.98
Other $12.38B
Total Reserves $143.7B

Backing Tokens

SOCIAL CAPITAL_

/

Generated $7B
in profits from
T-bill yields

Generated $1.7B
in profits from
T-bill yields

/

As of December 31,2024 Circle USDC ($)

Stablecoin issuers are
running internet money-
market funds, except the

“shareholders” (token

holders) waive their
interest, making it a
straightforward, high-

margin business.

Total Stablecoin Supply 43.9B USDC
U.S. Treasury Bills $14.7B
U.S. Treasury
Repurchase Agreements $21.88
Cash $1B
Cash held at regulated $6.48

financial institutions

Total Reserves
Backing Tokens $43.98

Source: Circle and Tether 57
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Companies like Stripe are already making plans in response to potential
regulatory changes by beginning to test their own USD-backed stablecoins.

How is Stripe positioning itself for the inevitable stablecoin legislation?

Stripe

Why? What did they do? Now what?
Bought a stablecoin Signals pre-emptive Opened a Waiting for a federal
company called »  payments pivot before » Stablecoin pilot for » stablecoin law to green-
Bridge for $1B Dollars potential U.S. regulation non-U.S. merchants light a full U.S. rollout

\

Bridge is a stablecoin
n infrastructure startup
= 5 Whosedeveloper APIs let
nw businesses accept and

move stablecoins

Source: Stripe
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New stablecoin issuers buy dollars and U.S. debt while supporting

distribution of dollars globally, which reinforce the dollar's dominance.

New Issuer Mints More Stablecoins
More stablecoin supply enters the market

Expand U.S. Dollar usage and More liquidity in pools, lending

Reinforce Dollar Dominance e Deeper Stablecoin Liquidity
demand for Treasury Securities markets and exchanges

Incentivizes More Issuers Broader Usage & Acceptance
Success attracts new issuers, More traders, businesses and remitters
restarting the cycle use them for payments and transfers
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Wrapping Up...
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Stablecoins leverage crypto’s infrastructure for lower
fees and faster processing speeds compared to traditional systems.

What happens when you send $20,000 from the United States to the UK via stablecoins? @

N L7
2N

Recipient

v

\ 4

Sender >

Solana/Ethereum
A

s s
@ T Crypto wallets store @
keys that sign transactions
Uses Coinbase or c from your account Average Fees: $0.01 You can send USDC to your
Robinhood account to Delays: None Coinbase account to convert it
convert $20k fiat USD to @ Transaction digitally to fiat or use a third-party OTC
$20k USDC stablecoin signed by sender exchange to convert the USDC
: to cash for a fee
(On-ramp to stablecoins)

(Off-ramp to fiat currency)

SOCIAL CAPITAL _ Source: Coinbase, Robinhood 61



Stablecoins have several use cases, all of which
support liguidity and wide distribution of dollars globally.

Cross Border Transfers
Lower fees and faster processing times

Expand U.S. Dollar Reach Access to U.S. Dollars
More stablecoin use cases and supply Easier access to USD in countries with
results in wider and faster circulation of USD restrictive banking and weak currencies

Deeper Stablecoin Liquidity e e Payments
Demand for stablecoins means new tokens Lower costs for merchants by
are continually minted and put into circulation reducing the fees charged per transaction

SOCIAL CAPITAL_
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Stablecoins reinforce the dollar's dominance, which serves U.S. geopolitical interests.

SOCIAL CAPITAL_

Source: Chainanalysis 63
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The Trump administration aims to enact

comprehensive stablecoin legislation later this year.

The Stable Act - H. R. 2392

A BILL

To provide for the regulation of payment stablecoins, and

for other purposes.

Would authorize only approved
issuers to create USD stablecoins,
require them to maintain full
reserves with monthly public
disclosures, prohibit any suggestion
that the coins are government-
backed, promote interoperable
standards, and mandate ongoing
studies to keep the regulatory
framework up to date.

The Genius Act - S. 394

A BILL

o provide for the regulation of payment stablecoins, and
for other purposes.

Would establish a dedicated
federal charter for both banks
and non-banks to issue fully 1:1-
backed USD stablecoins, impose
capital and risk-management
standards, outline a bankruptcy
and resolution regime to
safeguard users, and direct
federal and state regulators to
craft coordinated rules.

Source: Congress.gov
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Disclaimer

This document is provided for educational purposes only. Nothing contained in this document
is investment advice, a recommendation or an offer to sell, or a solicitation of an offer to buy,
any securities or investment products. References herein to specific sectors are not to be
considered a recommendation or solicitation for any such sector. Additionally, the contents
herein are not to be construed as legal, business, or tax advice.

Statements in this document are made as of the date of this document unless stated
otherwise, and there is no implication that the information contained herein is correct as of any
other time. Certain information contained or linked to in this document has been obtained from
sources believed to be reliable and current, but accuracy cannot be guaranteed.

This document contains statements that are not purely historical in nature but are “forward-
looking statements” or statements of opinion or intention. Any projections included herein are
also forward-looking statements. Forward-looking statements involve known and unknown
risks, uncertainties (including those related to general economic conditions), assumptions and
other factors, which may cause actual results, performance or achievements to be materially
different from those expressed or implied by such forward-looking statements. Accordingly, all
forward-looking statements should be evaluated with an understanding of their inherent
uncertainty and recipients should not rely on such forward-looking statements. There is no
obligation to update or revise these forward-looking statements for any reason.

This document also contains references to trademarks, service marks, trade names and
copyrights of other companies, which are the property of their respective owners. Solely for
convenience, trademarks and trade names referred to in this document may appear without
the ® or ™ symbols, but such references are not intended to indicate, in any way, that such
owner will not assert, to the fullest extent under applicable law, its rights or the right of the
applicable licensor to these trademarks and trade names.
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