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1. Executive Summary

The dominant stablecoin issuer is not a fintech company. It is a shadow central bank for the
on-chain dollar economy. The market has systematically mispriced Circle Internet Group
(NYSE: CRCL) by applying payment company multiples to what is, at reserve scale, a
monetary institution. The GENIUS Act (P.L. 119-27, signed July 18, 2025) has partially
codified this thesis by legally enshrining the seigniorage model and creating federal reserve
requirements that formalize issuers as reserve managers, not payment processors.

The investment case is straightforward: CRCL trades at approximately 6x trailing revenue
against annualized revenue of roughly $2.9 billion. The correct multiple for a federally
chartered reserve manager with monopoly-like legal protection on seigniorage capture is not
6x. It is 15-20x. The gap between these frames is the entire return.

However, three specific risks prevent this from being a blind bet. First, the yield-bearing
tokenized Treasury market (BlackRock BUIDL, Ondo USDY, Superstate USCC) is growing at
over 400% annually and offers institutional holders 4-5% risk-free yield that Circle is legally
prohibited from matching. Second, Circle's revenue-sharing arrangement with Coinbase,
which the market treats as an ecosystem moat, likely violates GENIUS Act Section 4(a)(11)
and accounts for over half of gross reserve income. Third, the core mechanism of the thesis
(that issuer reserve duration decisions directly influence on-chain lending rates) has not
been empirically validated. It is a structural hypothesis, not a proven fact.

Field Content

Recommendation Invest with material caveats. CRCL is a 3-5% portfolio allocation at
current prices. The position is a call on regulatory arbitrage and
category re-rating, not on pure operational excellence.

Primary Vehicle CRCL (NYSE) at approximately $69-75 entry

Time Horizon Long (3-5 years); medium-term catalysts in 12-24 months

Position Size 3-5% of portfolio; core macro-infrastructure allocation, not a crypto
position

Base Case CRCL reprices from 6x revenue (fintech) to 15x revenue (monetary

infrastructure) as USDC supply grows to $150B+. 3-5x return from
current levels over 3-5 years.

Bull Case USDC supply reaches $300B+. Circle achieves formal Fed payment
rail access via master account. Revenue multiples expand to 25x+.
8-12x return.

Bear Case Federal Reserve launches retail CBDC, displacing private stablecoin
issuance. Yield-bearing RWA products capture $100B+ in
institutional balances that would otherwise sit in USDC. GENIUS Act
Section 4(a)(11) enforcement forces termination of Coinbase
revenue share, cutting 51% of gross reserve income. 0.5-1x return.



Key Catalysts Fed master account grant to Circle; USDC supply exceeding $150B;
resolution of Coinbase revenue-sharing renewal (August 2026); first
empirical validation of issuer reserve duration influence on on-chain
rates; Stripe/Visa/Mastercard platform issuer selection.

Key Risks CBDC displacement; yield-bearing RWA competition for institutional
balances; GENIUS Act Section 4(a)(11) legal challenge disrupting
distribution economics; Fed rate cuts compressing seigniorage
revenue; Stripe/Visa/Mastercard platform launching proprietary
stablecoin.

2. Variant Perception

Market Consensus

The market views stablecoin issuers as fintech or payment infrastructure companies. The
investment thesis centers on payment market share, transaction volume, ecosystem
distribution, and yield product differentiation. The competitive analysis is USDT versus
USDC versus competing issuers, with the winner determined by user acquisition, exchange
integrations, and fee structures. Analysts price Circle at payment company multiples.
Morningstar's fair value estimate for CRCL of $25.37 per share implies a single-digit revenue
multiple and an explicitly payment-company analytical frame. The stablecoin sector is
treated as a DeFi story or a crypto-native payments story. Neither frame is fully correct, and
both miss the deeper dynamics.

Our View

The dominant stablecoin issuer is a monetary institution, not a payment company. At $77
billion in reserves under management and growing, Circle exercises functions structurally
identical to those of a central bank's reserve management desk. At $186 billion and $141
billion in US Treasury exposure, Tether is the 17th largest holder of US government debt
globally, ranking above South Korea and comparable to the reserve management operations
of mid-sized central banks. Neither of these entities is correctly described as a payment
company.

The GENIUS Act's prohibition on paying interest or yield to stablecoin holders (Section
4(a)(11)) is the single most important regulatory development in this thesis. It does not
restrict stablecoin issuers. It restricts their competition. By legally preventing yield payment
to holders, Congress has enshrined the central bank seigniorage model in federal law: issue
a liability at zero cost, deploy reserves at market rates, and capture the full spread. This is
not a payment business. This is the business model of a government-chartered monetary
institution.

But the market, and the original thesis drafts, have missed three critical counterarguments
that turn this from a one-way bet into a nuanced position.



First, the yield-bearing real-world asset market is not a sideshow. It is a direct competitor for
the same institutional capital. BlackRock BUIDL, Franklin Templeton BENJI, Ondo USDY,
and Superstate USCC are tokenized Treasury products that offer 4-5% annual yield with
24/7 settlement and on-chain composability. A corporate treasurer holding $10 million in
USDC earns zero. The same $10 million in BUIDL earns roughly $400,000-500,000
annually. The GENIUS Act legally prevents Circle from closing this gap. The market has not
modeled what happens to USDC supply growth if even 10-20% of institutional treasury
allocations migrate to yield-bearing wrappers.

Second, the Coinbase revenue-sharing arrangement is not an ecosystem moat. It is a legal
vulnerability. Under the current agreement, Coinbase receives 100% of reserve revenue
from USDC held on its platform and 50% of reserve revenue from USDC held elsewhere. In
fiscal year 2025, roughly $1.35 billion of Circle's $2.63 billion in reserve income flowed to
Coinbase. This is 51% of gross reserve income. Columbia Law School's analysis, published
December 2025, argues that this arrangement likely violates GENIUS Act Section 4(a)(11)
because Coinbase is the legal holder of custodial USDC under FinCEN's 2019 guidance. If
regulators enforce this interpretation, Circle's distribution model and roughly half its revenue
face forced restructuring. The agreement renews in August 2026. This is not a distant risk. It
is an immediate one.

Third, the monetary authority mechanism (that issuer reserve duration decisions directly set
on-chain lending rates) has not been empirically validated. It is a structural hypothesis with
strong theoretical logic. But no published time series correlates Circle's reserve duration
disclosures with Aave or Morpho lending rates, controlling for SOFR. This is a research gap,
not a proven fact. The thesis cannot move from Monitor to high-conviction Invest until this
data is built and the correlation is demonstrated.

Why the Market Is Mispriced

Three specific mechanisms produce the mispricing. Category error: investors inherited a
payment-company frame from early stablecoin narratives, and the frame has not been
updated for scale. Tether generated $10 billion-plus in net profit in 2025 and $13 billion-plus
in 2024. No payment company in history has generated this margin structure on this revenue
base. These are central banking economics: near-zero funding cost, market-rate asset
returns, and a captive liability base that cannot seek higher yield by law. The Visa and
Mastercard comps are analytically incorrect.

Scale threshold misidentification: the market knows Tether holds a lot of T-bills but has not
processed what this means for rate markets. Combined stablecoin issuer T-bill holdings
exceeded $155 billion as of October 2025, representing a material fraction of single T-bill
auction volumes. When Tether or Circle shifts reserve allocation between overnight repo and
3-month T-bills, this is a duration decision with observable second-order effects on
short-duration rate markets. This is the functional definition of open market operations, and
no investor has built a model around it.

Regulatory misread: the market read the GENIUS Act as a compliance burden for stablecoin
issuers. The correct read is the opposite. The GENIUS Act prohibits yield payment to
holders, mandates full reserve backing, and creates a federally chartered reserve manager



category. For Circle, which already met or exceeded these standards, the Act converted its
business practices into legal requirements for all competitors. The OCC conditionally granted
Circle a national trust bank charter in December 2025. Circle is now a federally chartered
institution with reserve management functions, not a startup. But the market has also
underpriced the Act's competitive constraint: by prohibiting yield to holders, it prevents Circle
from competing with BlackRock, Ondo, and Superstate for yield-seeking institutional capital.

3. Problem Statement

Current State

The global dollar market operates through a layered rate transmission system. The Federal
Reserve sets the policy rate. Primary dealers transmit that rate to overnight repo markets.
Money market funds and commercial banks transmit it to short-duration credit. Institutional
borrowers and retail depositors sit at the end of the chain.

On-chain dollar markets are currently price-takers within this system. Stablecoin lending
protocols (Aave, Compound, Morpho) observe SOFR, T-bill yields, and repo rates.
Arbitrageurs equilibrate on-chain rates to TradFi benchmarks. As of mid-2025, the average
stablecoin borrower APR across Aave and Compound was approximately 6.4%, close to
prevailing money market rates, with the clearing mechanism running through arbitrage rather
than issuer policy. The on-chain market is integrated into TradFi rate transmission, but the
integration is passive, not active.

Pain Points

One: On-chain rate transmission is arbitrage-dependent, not policy-dependent. When the
Fed Funds Rate moved from 25 basis points to 525 basis points between 2022 and 2023,
on-chain lending rates eventually tracked this movement through arbitrage pressure, not
issuer policy. Rate transmission was slow, idiosyncratic, and capital-inefficient. Institutional
capital deploying at scale cannot build duration-matched products against an
arbitrage-dependent rate, because the arbitrage transmission lag is unpredictable.

Two: The GENIUS Act yield prohibition creates a competitive blind spot. The Act forces all
permitted payment stablecoin issuers into the same structural position: capture the full
seigniorage spread. Neither Circle nor Tether has articulated a reserve duration policy that
monetary economists would recognize as a coherent monetary stance. But the more critical
issue is that the Act prevents them from competing with yield-bearing tokenized Treasuries.
The tokenized RWA market reached $30.2 billion by March 2026, up 420% from $6.4 billion
in March 2025. BlackRock BUIDL alone holds $2.5 billion in AUM as of May 2026. Franklin
Templeton BENJI, Ondo USDY, Superstate USCC, and a dozen smaller products are
collectively offering institutional-grade, on-chain dollar instruments that pay 4-5% yield while
maintaining settlement finality and composability. Circle and Tether cannot match this. The
market has not modeled what happens when a corporate treasury manager realizes that
holding $50 million in USDC for 30 days generates zero return, while holding the same



amount in BUIDL generates roughly $200,000 in yield. The answer is capital flight. Not a
speculative attack. A rational reallocation.

Three: There is no on-chain lender of last resort. When liquidity crises emerge in DeFi,
stablecoin issuers have no formal mechanism to expand supply in response to system
stress. This is the Bagehot gap: the dominant on-chain dollar issuer has the reserve scale to
lend freely against good collateral at a penalty rate to solvent but illiquid protocols, but lacks
the institutional framework to act. The Fed's proposed "skinny" master accounts for federally
chartered stablecoin issuers would partially close this gap, but do not include discount
window access.

Four: The Circle-Coinbase revenue-sharing arrangement is structurally fragile. Under the
agreement, Coinbase receives 100% of interest income from USDC held on its platform and
50% of interest income from USDC held elsewhere. In fiscal year 2025, $1.35 billion of
Circle's $2.63 billion in reserve income flowed to Coinbase. This is not a marketing fee. Itis a
distribution of reserve yield that Columbia Law School's analysis argues likely violates
GENIUS Act Section 4(a)(11). The agreement renews in August 2026. If the OCC or
Treasury enforces the prohibition against third-party yield sharing, Circle faces a forced
restructuring of its most important distribution relationship and the loss of over half its gross
reserve income.

Why Now

Four concurrent developments make this problem investable in 2026, but also create the
specific risks that require caution.

The reserve scale threshold has been crossed. Total stablecoin supply reached
approximately $300 billion-plus by mid-2026. Combined stablecoin issuer T-bill holdings
exceeded $155 billion as of October 2025. Tether alone holds $141 billion in US Treasury
exposure, making it the 17th largest US government debt holder globally. At this scale,
issuer reserve management decisions are large enough to create second-order effects in
T-bill auction dynamics.

Regulatory architecture has consolidated. The GENIUS Act created the first federal
framework for payment stablecoins, establishing reserve requirements, full-backing
mandates, and prohibition on yield payment. The OCC granted national trust bank charters
to Circle and Paxos in December 2025. Circle is now a federally chartered institution, not a
non-bank fintech startup. This structural change has not been fully priced into CRCL, but it
also creates the regulatory vulnerability around the Coinbase revenue share.

Public market access exists. Circle's IPO on June 5, 2025, priced at $31 per share and
briefly reached nearly $270 on listing enthusiasm, created the investable vehicle. After
compressing to approximately $69-70 by June 2026 (down roughly 70-75% from all-time
highs as rate environment concerns and competitive noise weighed on the stock), the entry
point has materially improved. The fundamental thesis has not changed; the entry price has.
But the compression was not purely sentiment-driven. It reflected real concerns about rate
cuts, yield competition, and distribution economics that the original thesis failed to address.



The yield-bearing RWA market has reached escape velocity. The total tokenized RWA
market hit $30.2 billion by March 2026, with tokenized US Treasuries alone representing
$16.2 billion. BlackRock BUIDL holds $2.5 billion. The market is no longer a niche
experiment. It is a viable alternative for institutional cash management. This is the
competitive threat that the original thesis ignored.

4. Structural Thesis

What Is Changing

The on-chain dollar economy is transitioning from price-taking to price-setting status within
short-duration dollar credit markets. This is not a linear scaling story. It is a threshold story:
below a critical reserve mass, issuers are fintech companies. Above it, they become
monetary institutions. That threshold was crossed in 2025. The GENIUS Act's formal
recognition of stablecoin issuers as reserve managers requiring full T-bill and cash backing,
subject to OCC charter requirements, is the regulatory confirmation of this transition.

But the transition is not unidirectional. A parallel market is emerging. Tokenized Treasury
funds are building a separate on-chain dollar infrastructure that competes for the same
capital but operates under securities law rather than payment stablecoin regulation. This
means they can pay yield. They can offer 4-5% returns. They can attract institutional
balances that stablecoin issuers are legally barred from competing for. The structural thesis
must account for this bifurcation: stablecoin issuers will dominate transaction liquidity and
settlement, but tokenized Treasury funds will dominate institutional cash management and
treasury yield. The monetary authority thesis applies to the former. The yield competition
threat applies to the latter.

Why Now

Tether's Q4 2025 attestation showed $141 billion in combined direct and indirect US
Treasury exposure. Three-month T-bill auction volumes run approximately $100-150 billion
per auction. A single issuer now represents a material fraction of a single T-bill auction cycle
in notional terms. When Tether or Circle shifts reserve allocation between overnight repo and
3-month T-bills, the decision has observable effects on short-duration rate markets. This is
the functional definition of open market operations at private issuer scale.

The Fed's consideration of "skinny" master accounts for federally chartered stablecoin
issuers is the next threshold event. If Circle obtains access to Fed payment rails (even
without discount window access), it becomes the first private entity in US history to hold
Federal Reserve balances without being a chartered commercial bank, with a reserve
portfolio composed of Treasury instruments and a liability base prohibited from paying
interest. This is a central bank with private governance and profit motive.

But the "why now" also includes the yield-bearing alternative. The tokenized Treasury market
has grown from roughly $1 billion in 2024 to over $16 billion by early 2026. This is not a slow
trend. It is a 50x expansion in 24 months. The next 24 months could see it reach $100 billion



if BlackRock scales BUIDL to its full $150 billion Treasury fund mandate, or if Franklin
Templeton, Fidelity, and Invesco follow with their own tokenized money market products. The
question is not whether this market will grow. It is whether stablecoin issuers can retain
institutional balances in a world where yield-bearing alternatives exist.

Why It Matters

The global dollar money market is approximately $6.6 trillion in US transactional deposits
(per Treasury advisory council data cited in GENIUS Act policy debates), with broader
short-duration dollar credit extending to $25 trillion-plus. If on-chain dollar markets capture
5-10% of this pool over a 10-year horizon, the issuer controlling the rate-setting function for
on-chain dollar markets controls a monetary facility of $300 billion to $2.5 trillion in scale.
The comparison is not a payment processor. It is a central bank balance sheet.

But the scale of the opportunity also defines the scale of the competitive threat. If $500
billion in institutional cash moves into tokenized Treasuries rather than stablecoins, the
monetary authority thesis applies to a smaller reserve base. The critical variable is not just
total on-chain dollar volume. It is the composition of that volume between zero-yield
stablecoins (for settlement) and yield-bearing tokenized funds (for treasury management).
The market has treated these as separate categories. They are not. They compete for the
same institutional dollar.

Who Benefits

Not the stablecoin with the highest yield (GENIUS prohibits yield payment). Not the
stablecoin with the lowest fees (fees are not the revenue model). The issuer that benefits is
the one that achieves reserve scale under the GENIUS framework, builds structural protocol
integrations across DeFi and institutional settlement, and converts its federally chartered
status into a barrier to entry for non-compliant competitors. Monetary authority is
self-reinforcing: scale generates reserve management influence, which generates
institutional adoption, which generates more scale.

But the issuer that also benefits is the one that finds a way to offer yield without violating the
Act. This is the white space. If a GENIUS-compliant issuer can structure a tokenized
Treasury wrapper that is legally distinct from the payment stablecoin itself (as Circle has
attempted with USYC, or as BlackRock has done with BUIDL), it can capture both the
settlement market and the yield market. The structural thesis is not just about stablecoin
issuers becoming central banks. It is about the first issuer to successfully bridge the
zero-yield settlement layer with the yield-bearing treasury layer.

5. Market Sizing

Total Addressable Liquidity



The correct frame is total addressable liquidity, the pool of capital that on-chain dollar issuers
could absorb as settlement and reserve assets. TAM, SAM, and SOM are the wrong frame:
the market being competed for is not a fixed pie, it is the universe of capital seeking
dollar-denominated on-chain settlement infrastructure.

Capital Pool Current 5-Year Penetration
Scale Scenario

US transactional deposits (at-risk per $6.6T 5% on-chain migration =
Treasury data) $330B
Global institutional dollar reserves $25T+ 1% on-chain = $250B
DeFi collateral demand ~$50-100B 2-3x growth = $150-300B
Emerging market dollar substitution (Tether's  $2T+ 10% penetration = $200B
core market) estimated
Total addressable liquidity (5-year horizon) $930B - $1.1T

Citigroup's projection of $0.5-$3.7 trillion by 2030 represents the low-to-high range of market
penetration at institutional adoption rates. Treasury Secretary Bessent's $3 trillion estimate
represents the high case.

But this sizing must be adjusted for the yield-bearing RWA competitor. The tokenized
Treasury market alone reached $16.2 billion by March 2026, representing 64% of the total
$30.2 billion RWA market. If this segment grows at 200-400% annually (as it has for the past
18 months), it could reach $100-200 billion by 2028. This is not additive to the stablecoin
market. It is substitutive for a portion of it. Institutional capital that would have sat in USDC
for treasury purposes will sit in BUIDL or Superstate instead. The stablecoin market will
capture the settlement and transaction layer. The tokenized Treasury market will capture the
yield and treasury management layer. The total addressable liquidity for pure stablecoins is
therefore smaller than the raw TAM suggests.

Protocol Capture Rate

The capture rate for stablecoin issuers is the net interest margin: the spread between
risk-free rate yield on reserves and zero yield paid to stablecoin holders. Under GENIUS,
this spread is legally protected for compliant issuers. But the effective capture rate is
reduced by distribution costs, particularly the Coinbase revenue share.

Scenari uUsSDC Net Interest Gross Less Coinbase Net Revenue
o Reserve Margin Reserve Share (51%) to Circle
AUM Revenue
Bear $75B (flat) 3.0% $2.3B $1.17B $1.13B

Base $150B 3.5% $5.3B $2.70B $2.60B



Bull $300B 4.0% $12.0B $6.12B $5.88B

The Coinbase revenue share is a structural drag on the business model. If the arrangement
is forced to terminate under GENIUS Act enforcement, the net revenue figures in the table
above would improve dramatically (Circle would retain 100% of reserve income), but the
distribution channel would be severely compromised. The net effect is ambiguous and
depends on whether Circle can replace Coinbase's distribution with direct institutional
relationships, CPN, or other channels.

Comparison Benchmarks

Tether is the empirical proof of concept for this revenue model. Tether generated $10
billion-plus in net profit in 2025 and $13 billion-plus in 2024 on reserve assets now
exceeding $186 billion. The net interest margin is approximately 5-7% at peak rate cycle.
BlackRock's cash management business generates $3-4 billion annually on $800 billion-plus
in AUM at approximately 0.4-0.5% NIM. Stablecoin issuers generate 10-15x the NIM of
traditional MMF managers because they pay zero yield to holders. The comparable entity by
revenue quality and margin structure is not a payment company or a fund manager. It is a
central bank capturing full seigniorage.

At 15x revenue multiple (monetary infrastructure, discounted for yield competition risk),
Circle's base case net revenue of $2.6 billion (after Coinbase share, at $150B USDC supply)
implies a $39 billion market cap. Against the current $17-18 billion market cap at
approximately $69-70 per share, this implies approximately 2.3x return from current levels. If
the Coinbase share is terminated and Circle retains full reserve income, the same multiple
implies $79.5 billion, or 4.5x.

6. Systems Map

On-chain dollar markets operate across six layers. The decisive investment question is
identifying which layer generates durable monetary authority, and which layer is vulnerable
to yield competition.

The yield layer is the new addition. It sits between capital and distribution. Capital now flows
first to a yield decision: does the holder accept zero yield for settlement utility, or demand
4-5% vyield for treasury management? This is the bifurcation that the original thesis missed.
The issuer that controls the aggregation layer (reserve management) still captures
seigniorage. But the issuer that fails to offer a yield-layer product loses the capital that sits in
the yield layer.

Circle's USYC product is an attempt to bridge this gap, but it is a separate product from
USDC. The market has not yet seen a GENIUS-compliant issuer successfully bundle
zero-yield settlement with yield-bearing treasury management in a single instrument. This is
the white space.



On-Chain Dollar Value Chain

(Institutional & Retail Flow)
Capital

(Institutional reserves, retail dollar demand,
corporate treasury allocation, EM dollar savings)

Settlement

(Smart contract execution,
cross-chain message passing,
oracle price feeds, final settlement)

7. Market Structure Analysis

Distribution

Two structurally distinct distribution moats exist, and they address different capital pools.
Tether controls offshore and emerging market distribution. USDT dominates volume on
Binance, OKX, and derivative exchanges. More importantly, USDT functions as a dollar
substitute in Turkey, Argentina, Vietnam, Nigeria, and across Southeast Asia, where
individuals hold USDT as savings, not as a trading instrument. Tether reports 530 million
users globally. This creates a captive deposit base analogous to retail checking accounts at
a commercial bank, in markets where the alternative is no dollar access at all. This segment
is not yield-sensitive. A saver in Argentina holding USDT is not comparing 0% to BUIDL's
4.5%. They are comparing dollar access to peso devaluation.

Circle controls compliant institutional distribution. USDC is the preferred stablecoin for
regulated entities, DeFi protocol treasuries, and cross-border payment corridors requiring
regulatory compliance. Circle's partnerships with Fiserv and integration with traditional
payment processors position USDC as the institutional on-chain dollar. But this is precisely
the segment that is yield-sensitive. A regulated US corporate treasurer holding USDC in a
Circle wallet is absolutely comparing 0% to BUIDL's 4.5%. The Coinbase revenue-sharing
arrangement (currently under legal scrutiny for potential GENIUS Act Section 4(a)(11)
violation) reflects the depth of Circle's distribution infrastructure, but it also reflects its
vulnerability. If the arrangement is terminated, Circle loses not just revenue but also its
largest distribution channel for USDC.

Threat Assessment. Stripe, Visa, and Mastercard are reportedly building a joint stablecoin
settlement platform, and Coinbase may join. This is the most significant near-term



competitive development for Circle's distribution moat. If this platform launches with its own
proprietary stablecoin rather than using USDC, it represents a direct threat to Circle's
distribution and a potential replacement for the Coinbase relationship. If it uses USDC, it is a
distribution amplifier. The outcome is likely to be resolved within 12 months.

Liquidity and Rate Transmission

The critical insight on liquidity: on-chain stablecoin lending rates (approximately 6.4%
average APR in mid-2025, per available data) are currently determined by arbitrage between
TradFi money markets and DeFi protocols. Stablecoin issuers do not set rates. They
influence the T-bill supply indirectly, which affects SOFR, which eventually affects on-chain
rates through arbitrage. The transition to monetary authority occurs when the issuer's
reserve policy directly sets on-chain rates: when DeFi protocols price their lending rates
against the dominant issuer's implied yield, rather than against Fed Funds or SOFR
independently. This is the monetary authority threshold. It has not yet been crossed. The
trajectory toward it is structurally inevitable given reserve scale and GENIUS Act
implementation, but it is contingent on the issuer maintaining sufficient reserve mass to be
the marginal price setter. If yield-bearing RWA products siphon off 20-30% of institutional
stablecoin balances, the reserve mass threshold may never be reached.

Rent Capture: Today vs. 3-5 Years

Currently, rent accrues almost entirely to the aggregation layer: reserve managers capturing
seigniorage spread. In 3-5 years, if the monetary authority thesis is correct, rent will migrate
to a combined aggregation and settlement layer: the issuer that sets on-chain rates and
controls the settlement infrastructure for on-chain dollar clearing. Circle's Arc blockchain
launch is a direct bid for the settlement layer. If successful, Circle captures both the spread
income from reserve management and the settlement fee income from on-chain dollar
clearing, the combined economics of a central bank and a clearinghouse. But if the yield
layer captures the institutional capital first, the settlement layer may have less volume to
settle.

8. Team and Founder Assessment

Tether (Paolo Ardoino, CEO)

Ardoino brings technical depth from building Bitfinex's trading infrastructure before taking the
CEO role. The core operational competence, managing reserve assets at $186 billion-plus
scale, maintaining peg stability through market stress events, and expanding USDT liquidity
across chains, has been demonstrated through multiple stress cycles including the May
2022 LUNAJ/UST collapse and the November 2022 FTX collapse. Both events tested Tether
at $60-70 billion-plus in AUM without reserve shortfall.

Tether's strategic evolution is notable: the proprietary investment portfolio (Al, energy,
fintech, agriculture) now exceeds $20 billion, fully segregated from USDT reserves. Tether is



simultaneously operating as a reserve manager, a sovereign wealth fund analog, and a
strategic investor. The launch of USAT (a US-compliant stablecoin under the GENIUS Act,
issued with Anchorage Digital) demonstrates adaptability to the regulatory environment. The
primary investability constraint remains Tether's offshore structure and absence of a public
equity vehicle. No institutional investor with a compliance mandate can hold Tether equity
directly.

Circle (Jeremy Allaire, CEO)

Allaire's "internet financial infrastructure" framing has proven strategically correct. The
GENIUS Act's passage validates the regulatory thesis Circle has been building toward since
2018. The USDC March 2023 depeg event, where USDC fell briefly to $0.87 due to $3.3
billion exposure to Silicon Valley Bank, tested Circle's institutional relationships and was
resolved within 72 hours through Fed backstops. The episode revealed government
relationships that provided liquidity support in a crisis.

Circle's OCC national trust bank charter (conditionally granted December 2025) is the most
significant strategic development in its history. It is not a regulatory checkbox. It is a
structural reclassification from fintech startup to federally chartered financial institution with
reserve management functions and access to the Federal Reserve's payment infrastructure
(via proposed master accounts). But the charter also creates vulnerability: as a federally
regulated institution, Circle is now squarely within the enforcement perimeter of the OCC and
Fed. If the OCC determines that the Coinbase revenue-sharing arrangement violates the
spirit or letter of the GENIUS Act, it has the authority to condition or revoke the charter.

Key Personnel Risk. Sean Neville (co-founder, director) sold approximately $4 million in
Class A shares in June 2026, per regulatory filings. Rajeev Date resigned from the board
effective June 12, 2026. Board turnover and insider selling at current price levels warrant
monitoring but are not thesis-invalidating. However, they are signals that insiders with full
information are not accumulating at the current price. This is a cautionary signal, not a
condemnatory one.

Strategic Backers

Circle: BlackRock (Circle Reserve Fund relationship, also an equity investor), Fidelity,
Coinbase. The BlackRock relationship is particularly significant: it validates the reserve
management infrastructure and creates institutional distribution for USDC-denominated yield
products. Several sovereign wealth funds are reported to have taken stakes in CRCL
post-IPO. But the Coinbase relationship is the double-edged sword. It is simultaneously
Circle's most valuable distribution partnership and its largest legal and financial vulnerability.

9. Product and Adoption

User Segmentation



Segment Primary Issuer Volume Structural Stickiness

Share

CEX trading collateral Tether ~60-65% High (venue lock-in)
DeFi collateral USDC/USDT split ~20-25% Medium-High (governance

processes slow)
Emerging market Tether ~10-15% Very High (no viable
savings alternative)
Institutional Circle ~5-10% High (compliance
treasury/settlement requirement)
Cross-border payments Both ~5% Low (switching cost

minimal)
Yield-seeking BUIDL/BENJI/USDY  Growing Medium (yield drives
institutional cash rapidly switching)

Adoption Path

The next phase of adoption is institutional scale, not retail scale. An EY survey found more
than 50% of non-users among 350 companies expect to adopt stablecoins within 6-12
months. These companies are not using stablecoins to trade crypto. They are integrating
stablecoin settlement for cross-border payments, B2B transactions, and treasury
management. But the same survey population, if offered a choice between 0% USDC and
4.5% BUIDL for treasury cash, will rationally choose the latter. The adoption path for
stablecoins is settlement. The adoption path for tokenized Treasuries is treasury
management. The two paths are parallel but intersect at the point of capital allocation.

USDC monthly transaction volume data and Aave/Morpho TVL trends are the empirical
leading indicators to monitor. But the yield-bearing RWA AUM trends (BUIDL, BENJI,
Superstate) are the leading indicators of competitive threat.

Retention and Stickiness

The most durable retention mechanism in stablecoin markets is protocol integration, not
yield. When a stablecoin is used as collateral in Aave's e-Mode, integrated into Morpho Blue
market configurations, or specified as the settlement asset in an RWA protocol, the cost of
switching to a competing stablecoin is structural. Risk committees require months of
documentation to update collateral frameworks. This switching cost is not economic; it is
institutional. But this stickiness applies to DeFi collateral. It does not apply to institutional
treasury cash, which is highly mobile and yield-sensitive.

Growth Loops

Tether's loop: EM distribution expands captive user base, which expands reserve base,
which generates more investment capacity for ecosystem development, which expands



distribution. This loop is insulated from yield competition because EM users are not
yield-sensitive.

Circle's loop: Regulatory compliance attracts institutional adoption, which expands USDC
collateral integrations, which deepens DeFi and TradFi protocol lock-in, which attracts more
institutional adoption. But this loop is vulnerable to yield competition at the institutional
treasury layer. If Circle cannot offer a yield product, institutional adoption may stall at the
settlement layer and never reach the treasury layer.

Critically, these loops operate in separate market segments and are not in direct competition.
Tether wins where no alternative exists. Circle wins where compliance is the selection
criterion. The yield-bearing RWA products win where yield is the selection criterion. The
on-chain dollar market at $300 billion-plus is large enough for all three to compound without
directly competing, but the composition of growth matters. If the yield layer grows faster than
the settlement layer, Circle's revenue per dollar of AUM declines because the highest-margin
institutional capital migrates to BUIDL and Superstate.

10. On-Chain Validation

Falsifiable Hypotheses

If the monetary authority thesis is correct, three empirical signatures should become
observable within the investment horizon. If none are observable by 2027, the mechanism
does not exist and the thesis requires revision.

First, the Reserve Duration Sensitivity Index (RDSI). On-chain stablecoin lending rates
should show increasing correlation with issuer reserve duration decisions, independent of
Fed Funds movements. Specifically: when a dominant issuer shifts reserve allocation from
overnight repo to 3-month T-bills, on-chain 3-month lending rates should move directionally
with a lag of days, not weeks, and this movement should have independent explanatory
power after controlling for SOFR.

Second, stablecoin collateral concentration in DeFi lending protocols should be
increasing monotonically. USDC and USDT's combined share of Aave, Morpho, and
Compound collateral should rise over time, as institutional capital integrates
stablecoin-denominated rates into its credit models.

Third, yield-bearing RWA AUM should grow faster than stablecoin supply in
institutional treasury use cases. The ratio of BUIDL/BENJI/Superstate AUM to USDC
institutional balances should rise, indicating capital migration from zero-yield stablecoins to
yield-bearing alternatives.

The Data Gap That Must Be Acknowledged

The on-chain rate correlation analysis (RDSI hypothesis) does not yet exist as a published
time series. The thesis has strong structural logic and supporting evidence at the reserve



scale level. It does not yet have direct empirical validation of the rate leadership mechanism
itself. This is the primary research gap. Any analyst publishing this memo should caveat the
mechanism section accordingly and treat the Dune build as a prerequisite to moving from
Monitor to high-conviction Invest.

The following analytical questions should be built as Dune dashboards for empirical
validation:

1. Do USDC reserve duration changes predict on-chain USDC lending rate movements
on Aave V37 Build a time series correlating Circle's quarterly reserve duration
disclosures (weighted average maturity of Circle Reserve Fund holdings from
BlackRock reports) with daily Aave USDC supply APR, controlling for Fed Funds.

2. s stablecoin collateral concentration on Aave V3 increasing? Track USDC and USDT
share of total Aave collateral by dollar value over 12-month and 24-month windows.

3. What is the yield pass-through ratio for each major stablecoin issuer? Build the time
series of on-chain lending rates versus risk-free rate versus issuer seigniorage
capture across rate cycles.

4. What is the correlation between yield-bearing RWA AUM growth and USDC
institutional balance growth? Track BUIDL, BENJI, and Superstate AUM versus
USDC balances held by known institutional wallets and custodial addresses.

Data sources: Aave V3 subgraph (The Graph), Morpho Blue on-chain events, Dune
Analytics stablecoin supply tables, Circle Reserve Fund monthly disclosures
(BlackRock/BNY Mellon), Tether quarterly attestations, rwa.xyz tokenized Treasury
dashboards, Federal Reserve H.15.

11. Protocol Economics

11A. Business Model

The stablecoin issuer business model has no precedent in fintech. The closest structural
analog is a central bank operating with a private liability and a market-rate reserve portfolio.
The revenue mechanism is: issue $1 of stablecoin liability at zero cost (GENIUS Act
prohibits yield payment). Deploy $1 into Treasury bills at prevailing short-term rates. Capture
the full spread. Operating costs are small relative to reserve portfolio: BDO attestation fees,
technology infrastructure, regulatory compliance, and reserve custody.

Tether's 2025 financials provide the most complete empirical reference:

Metric Tether 2025 Circle Q1 2026 (annualized)
Reserve AUM ~$186B ~$77B
Net Interest Income $10B+ (attested) ~$2.6B (net of Coinbase share)

(estimated)



Effective NIM ~5.4% ~3.4% (net of distribution)
Yield to Holders 0% 0% (GENIUS compliant)

Operating Cost Ratio Very low (private) ~$242M/quarter (public company)

Circle's lower NIM reflects three factors: (1) lower Fed Funds rate environment in 2026
versus 2024, (2) smaller reserve base, (3) higher operating costs as a public company, and
(4) the Coinbase revenue share, which transfers 51% of gross reserve income to a
distribution partner. Tether's NIM advantage is primarily structural: lower operating cost ratio
from private company structure and decades-older reserve management infrastructure.

Revenue Durability. Seigniorage revenue is directly correlated with the short-term interest
rate. At 3% Fed Funds and $200 billion USDC reserve AUM, Circle generates approximately
$6 billion in gross seigniorage annually. At 1% Fed Funds, it generates approximately $2
billion. The rate sensitivity is the primary near-term risk. However, the monetary authority
thesis implies a second-order effect: at sufficient scale, the dominant issuer influences the
on-chain rate it earns from DeFi protocol integrations, partially insulating itself from Fed
Funds sensitivity through on-chain rate premium capture. This second-order effect is not yet
observable but is structurally predicted by the thesis.

The GENIUS Act Revenue Implication. The GENIUS Act's yield prohibition has a
consequence the market has not fully priced: it permanently protects the seigniorage spread
from competitive erosion via yield competition. Under GENIUS, no federally permitted
stablecoin issuer can pay interest or yield to holders. This means the competitive dynamics
shift entirely to distribution, compliance quality, and protocol integration, not to yield as a
customer acquisition tool. Sky/Maker (USDS/DAI) with its DAI Savings Rate mechanism now
operates outside the GENIUS framework for its yield-bearing products, creating regulatory
differentiation. But this protection also creates a competitive blind spot: compliant issuers
cannot compete with BlackRock BUIDL, Ondo USDY, or Superstate USCC for yield-seeking
institutional capital. The seigniorage moat is protected from other stablecoins, but not from
tokenized securities.

11B. Value Accrual

Circle (NYSE: CRCL). Value accrues through seigniorage net income capitalized at a
multiple reflecting the durability and institutional moat of the reserve management franchise.
The key test: if the Fed raises rates from 3.5% to 5%, Circle's revenue increases
proportionally with no operational change. This is operating leverage from monetary policy,
not from business execution. No traditional fintech business has this characteristic.

The connection between USDC supply growth and CRCL stock value is direct and linear:
USDC supply increases, reserve AUM increases, seigniorage income increases, net income
increases, stock value increases. The variable is the multiple investors apply to that income
stream. At 6x revenue (current), investors are treating it as a fintech in rate compression. At
15x revenue (monetary infrastructure, discounted for yield competition), the return is
approximately 2.5x from current levels. At 20x revenue (monetary infrastructure with proven
rate-setting power), the return is 3.3x.



But the value accrual model must also account for the Coinbase revenue share. If the
arrangement is terminated, Circle loses 51% of gross reserve income but gains 100% of the
remaining income as net revenue. The net effect is ambiguous. If USDC supply is $77 billion
and gross reserve yield is 3.5%, gross revenue is $2.7 billion. Less Coinbase share of $1.35
billion, net is $1.35 billion. If the share is terminated, gross revenue may drop to $2.0 billion
(if Coinbase reduces USDC distribution) or stay at $2.7 billion (if Circle replaces the
distribution). The base case must model both scenarios.

MKR/Sky Token. The most direct DeFi-native expression of the monetary authority thesis.
Maker's MKR token captures value through the spread between the Stability Fee charged to
DAI borrowers and the DAI Savings Rate paid to stakers, with excess accruing to the
protocol surplus buffer and used to buy back and burn MKR through the Smart Burn Engine.
If USDS/DAI supply grows and stability fees exceed DSR payouts, MKR supply decreases
monotonically. The token value accrual mechanism is transparent and on-chain verifiable.
The risk: Sky operates outside the GENIUS Act framework with its yield products, creating
regulatory uncertainty in the US market.

Tether. No publicly investable security currently exists. Indirect exposure is available through
publicly listed companies with material Tether counterparty relationships, offshore fund
structures, and Tether-issued structured yield instruments for qualified institutional investors.
The GENIUS Act's launch of USAT (in partnership with Anchorage Digital) creates a
potential future pathway to a US-regulated Tether equity structure.

11C. Token Economics

Circle (CRCL) Public Equity.

Metric Value (June 2026)

Shares Outstanding ~248.6M

Market Capitalization ~$17.6B

52-Week Range $49.90 - $262.97

Annualized Revenue ~$2.8B

P/S Multiple (ttm) ~6.1x

Average Analyst Price $143.48

Target

Q12026 EPS $0.21 (beat estimates by 16.7%)

Revenue (Q1 2026) $694M (missed estimates by
2.9%)

Revenue missed expectations while EPS beat: cost discipline is improving even as revenue
is under pressure from lower rate environment and distribution economics. This is favorable
for the long-term thesis because it demonstrates operating leverage. But the revenue miss is



also a warning signal that the market is not growing as fast as bulls projected, and that the
yield competition may already be affecting inflows.

MKR/Sky Token.

Metric Value (approximate, June 2026)
Circulating Supply ~879,000 MKR
Burn Mechanism  Smart Burn Engine (surplus buffer excess)
Supply Sink Protocol surplus accumulation

Regulatory Risk Elevated (GENIUS yield prohibition creates US uncertainty)

MKR offers DeFi-native exposure with the most transparent on-chain value accrual
mechanism. The regulatory uncertainty around GENIUS compliance for yield-bearing
products (DSR) limits position sizing. Treat as a satellite position (0.5-1% of portfolio) rather
than a core holding.

11D. Governance and Decentralization Risk

Circle (NYSE: CRCL): Post-IPO public company with SEC oversight, audited financials, and
formal OCC charter obligations. Board composition changes (Rajeev Date resignation, June
2026) and insider selling (Sean Neville, June 2026) are monitoring signals. Governance risk
is lower than at any point in Circle's history due to public company structure. But regulatory

risk is higher. As a federally chartered institution, Circle is now subject to OCC enforcement
of the GENIUS Act, including the Section 4(a)(11) prohibition on yield sharing.

Critical Legal Risk. Academic research (Columbia Law School CLS Blue Sky Blog,
December 2025) argues Circle may be violating GENIUS Act Section 4(a)(11) through its
revenue-sharing arrangement with Coinbase, which pays Coinbase a portion of USDC
reserve income proportional to the amount of USDC held on Coinbase's platform. If
regulators determine Coinbase is a "holder" of USDC under this arrangement, the
revenue-sharing structure must be restructured. This is a material risk to Circle's distribution
model and to roughly 51% of its gross reserve income. The OCC and NCUA proposed rules
in March 2026 would presumptively treat certain third-party arrangements as prohibited yield
payments. The agreement renews in August 2026. This is not a theoretical risk. It is a
pending event.

Tether: Centralized issuer with no public governance. BDO attestation provides quarterly
reserve transparency. Regulatory risk remains the primary concern, but Tether's launch of
USAT under GENIUS Act framework signals active engagement with US regulatory
architecture rather than avoidance.

Sky/Maker: DAO governance with known concentration risk in MKR token holdings. Top 10
holders control a plurality of voting power. Ongoing Endgame restructuring is complex and
creates governance unpredictability.



12. Competitive Positioning

Direct Competitors

Factor Tether Circle (USDC) Sky PayPal BlackRock
(USDT) (USDS/DAI) (PYUSD) BUIDL (Yield

Competitor)

Reserve ~$186B ~$77B ~$5-8B ~$2-3B ~$2.5B

AUM

Market ~65% ~25% ~2% ~1% N/A (yield

Share product)

GENIUS USAT (new Full compliance Partial (yield  Full N/A

Complianc  product) products at complianc  (securities,

e risk) e not
stablecoin)

Distribution CEX/EM Institutional/TradF DeFi-native = Payments Institutional

Moat i asset
manager

Revenue $10B+ ~$2.8B Sub-$1B Minimal ~$8-14M

2025 (est.) (mgmt fees)

Yield to 0% 0% ~85-95% via 0% ~4.0-4.5%

Holders DSR

Monetary Highest Highest Most None N/A (not a

Authority scale compliance/chart  transparent stablecoin)

Path er mechanism

occC No (USAT  Yes (Dec 2025) No No N/A

Charter via

Anchorage)

The competitive matrix must include yield-bearing RWA products not as stablecoin
competitors but as capital competitors. BUIDL does not compete with USDC for transaction
settlement. It competes with USDC for institutional treasury balances. The distinction is
critical. A trader swapping Ethereum for dollars on Uniswap will use USDC. A corporate
treasurer managing $50 million in cash will use BUIDL. The market has treated these as
separate. They are not. They are different use cases for the same institutional dollar.

Future Entrants



Banks. JPMorgan's Kinexys (formerly JPM Coin) already processes $1 billion-plus per day in
institutional transfers. Major banks are studying GENIUS-compliant stablecoin issuance.
However, bank stablecoins face an asymmetric constraint: they are subject to the full weight
of bank regulation, while non-bank GENIUS-compliant issuers (like Circle with its OCC trust
charter) operate under a narrower regulatory perimeter. This creates cost structure
advantages for the non-bank issuers.

Stripe/Visa/Mastercard/Coinbase platform. The most near-term competitive concern for
Circle. If this platform launches with its own proprietary stablecoin rather than using USDC
as the settlement currency, it represents a direct threat to Circle's distribution moat. If it uses
USDC, it accelerates Circle's growth. The outcome depends on which issuers the platform
partners with. Circle's OCC charter and GENIUS compliance give it the strongest regulatory
positioning to be the preferred issuer for a regulated platform.

Federal Reserve (CBDC). The Fed has not committed to a retail CBDC issuance, and the
political environment under the current administration is explicitly skeptical of CBDC
development. This risk exists on a 5-10 year horizon but is not the base case within the
investment horizon.

13. Second-Order Effects

Winners If the Thesis Is Correct

RWA protocols (Ondo Finance, Superstate, Backed Finance): If the dominant stablecoin
issuer becomes a recognized monetary authority, RWA protocols settling in that issuer's
liability benefit from rate stability and institutional credibility. But the real winners in the RWA
space are the asset managers, not the protocols. BlackRock, Franklin Templeton, and
Invesco are the ones capturing management fees on tokenized Treasury products. The
emergence of a predictable on-chain yield curve creates the precondition for on-chain
fixed-income products at institutional scale. But the beneficiaries are TradFi asset managers
with tokenized wrappers, not DeFi-native startups.

Institutional lending protocols (Morpho Blue, Maple Finance, Clearpool): On-chain rate
transparency driven by issuer policy (rather than arbitrage) allows institutional lenders to
build duration-matched products against predictable on-chain benchmarks. This is
analogous to how corporate treasuries build yield products against SOFR, except the
benchmark would be on-chain and issuer-derived.

Duration trading protocols (Pendle, Notional Finance): A genuine on-chain yield curve
requires term structure. If stablecoin issuers publish duration policies in recognizable
monetary economics terms, a term structure in on-chain dollar rates emerges, and protocols
that trade duration risk become critical infrastructure.

Oracle networks: If on-chain dollar rates are set by issuer policy rather than derived from
SOFR via arbitrage, the oracle transmitting issuer rate policy to DeFi protocols becomes



critical infrastructure. Chainlink, Pyth, and any specialized rate oracle built for this use case
become the next bottleneck.

Losers

Traditional money market fund managers without on-chain exposure: Vanguard, Fidelity
MMF divisions (without Circle/USDC partnership) face structural disruption if stablecoin
issuers achieve regulatory recognition and compete directly for institutional dollar reserves.
The $6.6 trillion US transactional deposit market identified as at-risk in GENIUS Act debates
represents their core addressable market. But the more immediate losers are the MMFs that
fail to launch tokenized wrappers. BlackRock BUIDL is not a loser. It is the disruptor.

Smaller stablecoin issuers (FRAX, GUSD, regional issuers): Monetary authority compounds
with scale. Issuers that cannot cross the reserve threshold under GENIUS Act compliance
requirements will be unable to achieve rate-setting influence and will be relegated to niche
use cases. But they also face yield competition from BUIDL and Superstate. The double
squeeze (no scale for monetary authority, no yield for institutional competition) makes their
long-term viability questionable.

Traditional cross-border correspondent banking: As stablecoin settlement displaces
SWIFT/correspondent banking for institutional cross-border transfers, correspondent banks
lose settlement fee income. Citi projects stablecoins capturing 5-10% of cross-border
payments by 2030.

Zero-yield stablecoins in treasury use cases: This is the most direct loser. USDC and USDT
balances held for treasury management (as opposed to transaction settlement) will migrate
to BUIDL, BENJI, Superstate, and other yield-bearing products. The market size of
"stablecoin treasury balances" is a shrinking category. The market size of "tokenized
Treasury balances" is a growing category. The net effect on total on-chain dollar liquidity is
positive. The net effect on pure stablecoin AUM is negative.

New Bottlenecks

If Circle achieves monetary authority status, the next constraint in the value chain is the Fed
master account decision. A "skinny" master account for Circle under GENIUS would allow
access to Fed payment rails without discount window access. This is the policy bottleneck
that the next 12-24 months of regulatory activity will determine.

But the next constraint for the sector as a whole is the yield gap. If GENIUS-compliant
issuers cannot pay yield, and tokenized Treasury products continue to grow at 400%
annually, the sector bifurcates. Settlement happens in stablecoins. Treasury management
happens in tokenized funds. The bottleneck is the bridge between the two. The issuer or
protocol that builds a seamless, compliant, instant swap between USDC and BUIDL (or
between USDC and a Circle-issued yield wrapper) captures the infrastructure rent.

Feedback Loops



The monetary authority dynamic has one non-linear feedback loop: protocol integration
depth. Each additional protocol that integrates the dominant issuer's stablecoin as its primary
collateral asset increases switching costs, which increases the probability that new protocols
also integrate it, which increases reserve scale, which increases rate influence. Once this
loop is established at the institutional level, it is extremely difficult to interrupt.

The dollar's reserve currency status is the historical precedent: deeply self-reinforcing and
resistant to disruption even when alternatives exist. But the yield feedback loop is equally
powerful. Each additional dollar that moves from USDC to BUIDL increases BUIDL's AUM,
which increases BlackRock's ability to integrate it as collateral, which increases the
attractiveness of BUIDL for the next corporate treasurer. This is the self-reinforcing loop that
threatens the stablecoin monetary authority thesis. The two loops are in competition. The
winner determines the shape of the on-chain dollar economy.

14. Catalysts

Near-Term (0-12 Months)

Fed Master Account Decision. The Federal Reserve's consideration of limited "skinny"
master accounts for federally chartered stablecoin issuers (Circle holds an OCC charter) is
the most important near-term regulatory event. If Circle obtains Fed payment rail access,
even without discount window privileges, it becomes the first privately owned, non-bank
institution in US history to hold Federal Reserve balances as a reserve manager. This is the
threshold event that converts the monetary authority thesis from structural prediction to
empirical fact.

USDC Supply Exceeding $100B. USDC at $77-78 billion as of Q2 2026 has grown
approximately 70% year-over-year. If USDC reaches $100 billion (a 30% increase from
current levels), Circle's annual revenue approaches $3.5 billion gross, and the argument for
a fintech multiple becomes untenable even for an analyst with a payments company frame.
But the supply growth must be net of yield-bearing RWA competition. If USDC grows to $100
billion but BUIDL grows to $10 billion, the composition of the capital matters as much as the
absolute amount.

Coinbase Revenue-Share Renewal (August 2026). The agreement renews in August
2026. If the terms are renegotiated in Circle's favor (reducing the 51% share), RLDC margins
improve materially. If the terms are maintained, the status quo continues. If the terms are
challenged by OCC or Treasury enforcement under GENIUS Section 4(a)(11), the
arrangement may be forced to terminate. This is the single most important near-term event
for Circle's economics. The market has not priced it adequately because it is a legal
complexity, not a financial metric.

Stripe/Visa/Mastercard Platform Clarification. The reported joint stablecoin platform
development by Stripe, Visa, and Mastercard (with Coinbase potentially joining) will clarify
whether these networks intend to use USDC as their settlement currency (bull case for



Circle) or issue a proprietary competing stablecoin (bear case). Resolution within 12 months
is likely based on current reporting.

First Empirical RDSI Validation. If a published analysis (Dune dashboard or academic
paper) demonstrates a statistically significant correlation between Circle's reserve duration
and Aave/Morpho lending rates, controlling for SOFR, the monetary authority thesis gains
empirical validation. This would convert the thesis from a structural argument to a
data-driven position and likely trigger re-rating.

Medium-Term (1-3 Years)

Total Stablecoin Supply Crossing $500B. At this level, combined issuer T-bill holdings
would approach $400 billion, representing approximately 15-20% of typical T-bill auction
volumes. Treasury market practitioners would formally acknowledge stablecoin issuers as a
policy-relevant reserve manager class, validating the monetary authority frame in fixed
income markets.

First Empirical Rate Leadership Event. A documented instance where a stablecoin
issuer's reserve policy announcement (or observable duration shift in attestation data) is
followed by directional movement in Aave or Morpho lending rates before an equivalent
movement in SOFR would be empirical confirmation of the monetary authority thesis. This
event would force the analytical community to adopt the monetary institution frame.

Institutional Adoption at Sovereign Scale. An official sovereign wealth fund allocation to
CRCL equity, or a sovereign government announcement of stablecoin reserve holdings,
would validate the institutional investment thesis and trigger significant multiple expansion.

Yield-Bearing RWA Crossing $100B. If BlackRock BUIDL, Franklin BENJI, and Superstate
collectively reach $100 billion in AUM, the yield layer becomes a genuine alternative to the
stablecoin layer for institutional cash. This would force a recomposition of the market sizing
thesis and likely compress stablecoin supply growth in the treasury management segment.

Long-Term (3-5 Years)

Formal Monetary Facility. The dominant stablecoin issuer establishes a lending facility for
DeFi protocols experiencing liquidity stress, functioning as a lender of last resort. This is the
Bagehot endpoint: lending freely against good collateral at a penalty rate to solvent but
illiquid on-chain counterparties. This is the complete realization of monetary authority.

Stablecoin Supply at $1-3T. Treasury Secretary Bessent's projection of $3 trillion by 2030
implies a compound annual growth rate of approximately 50% from current levels. If this
trajectory materializes, the issuer controlling even 25% of this market holds $750 billion in
reserve assets, creating a monetary institution with balance sheet scale comparable to
mid-tier central banks. But this projection assumes no yield competition. If the yield layer
captures $500 billion in institutional balances, the stablecoin layer may be smaller than
projected, even if total on-chain dollar liquidity is larger.




15. Liquidity and Position Construction

Circle (NYSE: CRCL)

Metric Value (June 2026)
Current Price ~$69-70/share
Market Capitalization ~$17.6B
Shares Outstanding ~248.6M
52-Week High/Low $262.97 / $49.90
30-Day Average Volume ~14.1M shares/day
Bid-Ask Spread Tight; adequate liquidity
Average Analyst Price $143.48
Target
Analyst Consensus 10 Buy, 4 Hold, 3 Sell (Moderate Buy)

Unlock Overhang Assessment: Standard 6-month lockup from June 2025 IPO has expired.
The initial post-lockup sell pressure (contributing to the decline from ~$270 to ~$69-70) may
be largely absorbed. Sean Neville's recent insider sale (approximately $4 million worth) is
noted but not large relative to total float. The more significant insider activity is the broader
trend: in the past three months, insiders sold $72.5 million worth of shares, per GuruFocus
data. This is a monitoring signal. It is not thesis-invalidating, but it is not thesis-supporting
either.

Entry Strategy: CRCL at approximately $65-75 represents an attractive accumulation range
given the fundamental thesis. The stock is near its 52-week low, buy-side sentiment is
skewed (10 of 15 analysts are Buy), and the average price target of $143 implies significant
upside even on conservative financial estimates. But the entry must be conditioned on three
due diligence items: (1) confirmation that the Coinbase revenue-share renewal in August
2026 does not worsen terms or face regulatory prohibition; (2) monitoring of yield-bearing
RWA AUM growth versus USDC supply growth; (3) commencement of the RDSI Dune
dashboard build to validate the rate leadership mechanism. TWAP accumulation over 2-4
weeks is appropriate given daily volume.

Exit Strategy: At $143 (analyst consensus), the implied P/S multiple remains below 15x on
current revenue. The position becomes crowded only if CRCL approaches $200+, at which
point the market cap approaches $50 billion and the monetary infrastructure thesis is
approaching consensus pricing. The exit signal is when the analytical frame shifts from
"fintech" to "monetary infrastructure" in sell-side research coverage. If the frame shifts and
the price has already moved, the return has been captured. If the frame shifts and the price
has not moved, the market is disagreeing with the thesis and the position should be
re-evaluated.



Position Sizing: A 3-5% portfolio allocation is appropriate given the asymmetric return profile
(0.5x bear; 3-5x base; 8-12x bull) and the existence of a liquid public equity vehicle. Do not
size beyond 5% given the rate sensitivity of the business model, the yield competition risk,
and the Coinbase revenue-share vulnerability. This is a core macro-infrastructure position
with material hair on it, not a high-conviction pure play.

MKR/Sky Token

MKR offers DeFi-native exposure with the most transparent on-chain value accrual
mechanism. The regulatory uncertainty around GENIUS compliance for yield-bearing
products (DSR) limits position sizing. Treat as a satellite position (0.5-1% of portfolio) rather
than a core holding. Liquidity is sufficient for $5-25 million position. Higher regulatory risk but
more direct thesis expression.

Yield-Bearing RWA Hedge

If the thesis is that stablecoin issuers will become monetary authorities, the parallel thesis is
that tokenized Treasury funds will capture the yield-seeking institutional capital. A 1-2%
allocation to a basket of yield-bearing RWA exposure (direct BUIDL for qualified purchasers,
or equity in BlackRock/Franklin Templeton for public market investors) acts as a hedge
against the blind spot in the original thesis. If the stablecoin monetary authority thesis is
correct but the yield competition thesis is also correct, the combined position captures both
the settlement infrastructure rent and the treasury management yield. This is the synthetic
position that the original draft failed to construct.

16. Valuation

Relative Valuation

Metric Circle (CRCL) Visa Mastercar BlackRock Correct
d (MMF business) Comp

Revenue ~$2.8B ~$35B  ~$25B ~$3-4B Monetary
(est. 2026) institution
P/S Multiple  ~6.1x ~16x ~19x ~15-20x 15-20x
Market Cap  ~$17.6B ~$560B ~$415B N/A
Revenue Declining (rate ~10% ~11% Stable
Growth (YoY) cuts)
Margin High Very Very High  Moderate
Profile (seigniorage High

model)



Key Observation: Circle trades at a lower P/S multiple than Visa or Mastercard despite a
structurally superior margin profile (seigniorage capture versus transaction fee). This is the
category error quantified. A business that generates $10 billion-plus at Tether's scale (and
$2.8 billion-plus at Circle's current scale) with near-zero cost of revenue is not a payment
company. It is a monetary institution, and monetary institutions at comparable scale trade at
15-20x revenue, not 6x.

But the relative valuation must also account for the yield competition and Coinbase revenue
share. If Circle retains only 49% of gross reserve income (after Coinbase share), its effective
margin is not "near-zero cost of revenue." It is "near-zero cost plus 51% distribution tax." The
correct comparable for a business that pays 51% of revenue to a distribution partner is not a
central bank. It is a network-effect business with a platform tax. The 15-20x multiple applies
only if the distribution tax is sustainable or reducible. If the distribution tax is forced to
terminate (GENIUS 4(a)(11)), the economics improve but the distribution may collapse. The
valuation must model both scenarios.

Absolute Valuation (CRCL)

The key variable is USDC supply growth and distribution cost structure. Revenue scales
linearly with reserve AUM at a given rate environment, but the effective revenue depends on
the Coinbase share.

Scenari USDC NIM Gross Coinbas Net Multipl Implied Return

o Suppl Reserve e Share Revenu e Mkt from
y Revenue e Cap $17.6B
Bear $75B 3.0 $2.3B 51% $1.13B  10x $11.3B  0.64x
(flat) % ($1.17B)
Bear (no $75B 3.0 $2.3B 0% $2.3B 10x $23.0B  1.31x
share) (flat) %
Base $150B 3.5 $5.3B 40% $3.18B  15x $47.7B  2.71x
% ($2.12B)
Base $150B 3.5 $5.3B 0% $5.3B 15x $79.5B  4.52x
(no %
share)
Bull $300B 4.0 $12.0B 30% $8.4B 20x $168B  9.55x
% ($3.6B)
Bull (no $300B 4.0 $12.0B 0% $12.0B  20x $240B 13.64x
share) %

The "Coinbase share" percentages in the Base and Bull scenarios assume renegotiated
terms that reduce the distribution cost as Circle diversifies channels (CPN, direct
institutional). The Bear scenario assumes the arrangement is maintained but USDC supply



stalls. The "no share" scenarios model the impact if the arrangement is terminated and
Circle retains full revenue but potentially loses distribution volume.

Expected Value Calculation (Base Case Assumes Status Quo on Share):
Probability weights: 20% bear / 60% base / 20% bull.

Expected market cap = (0.20 x $11.3B) + (0.60 x $47.7B) + (0.20 x $168B) = $2.26B +
$28.62B + $33.6B = $64.48B.

Expected return from $17.6B entry: approximately 3.7x over 5 years.

Note: The expected value calculation is dominated by the base case. The thesis does not
require extraordinary supply growth or rate normalization. The base case requires only that
USDC grows from $77B to $150B (consistent with historical trajectory) and that investors
reprice Circle from 6x to 15x revenue as the monetary infrastructure frame becomes
consensus. But it also requires that the Coinbase revenue share does not face catastrophic
termination, and that yield-bearing RWA competition does not stall USDC supply growth.

17. Risk Matrix

Risk Category Probabilit Severity Monitoring Indicator Invalidation
y Trigger
Rate High High Fed Funds Rate Sustained Fed
Environment trajectory; USDC supply  Funds below
growth versus rate cycle 2% for 24+
months with
USDC supply

growth unable
to compensate

via volume
GENIUS Act Medium High OCC/NCUA rulemaking Court or
4(a)(11) progress; Section regulatory ruling
Enforcement 4(a)(11) interpretation that Coinbase
guidance; August 2026 revenue-sharing
renewal outcome violates

4(a)(11); forced
restructuring of
distribution
model with
>30% revenue
loss



Yield-Bearing High

RWA
Competition

TradFi
Stablecoin
Platform

CBDC Low
Displacement

Reserve/Run Low
Risk

Competitive Low
Fragmentation

Medium

Medium

High

Catastrophi
c

Catastrophi
c

Medium

BUIDL/BENJI/Superstate
AUM growth versus
USDC institutional
balance growth

Stripe/Visa/Mastercard
platform issuer selection;
Coinbase stablecoin
launch

Fed CBDC research
publications;
congressional CBDC
legislation

USDC depeg below
$0.99; large-scale
redemption queue
formation; bank
counterparty stress

Number of
GENIUS-compliant
issuers with $50B+ in
reserves

Tokenized
Treasury AUM
exceeds $100B
while USDC
supply growth
stalls below
20% annually;
institutional
wallet migration
to yield
products

New platform
launches with
proprietary
stablecoin at
>$50B AUM
within 18
months; Circle
loses Coinbase
distribution
relationship

Fed announces
retail CBDC
issuance
timeline within
investment
horizon

USDC trades
below $0.95 for
48+ hours;
Circle suspends
redemptions

Three or more
issuers each
exceeding $50B
in reserves,
preventing any
single issuer
from crossing
the rate-setting
threshold



Governance/Tea Low Medium Further board departures; Jeremy Allaire
m CEO succession signals  departure
announcement

The Bagehot Scenario (Tail Risk)

The most severe unmodeled risk is a reserve run dynamic. In a severe risk-off event where
USDC holders attempt large-scale simultaneous redemption, Circle must liquidate Treasury
holdings into a market that may be under stress. The March 2023 SVB episode tested Circle
at $3.3 billion of stressed exposure against $45 billion in AUM and was resolved through
government backstops. At $77 billion-plus, a comparable stress event requires support
mechanisms at greater scale. Circle's OCC charter and proposed Fed master account
access are the institutional tools for managing this risk, but they are not yet fully in place.
This is not a fintech risk. It is a central banking risk, and managing it requires central
bank-style infrastructure.

18. Investment Conclusion

Thesis

Dominant stablecoin issuers crossed a reserve scale threshold in 2025 at which their
reserve management decisions function as monetary policy for on-chain dollar markets. The
GENIUS Act has codified this status in federal law: by prohibiting yield payment to holders
and mandating full reserve backing with Treasury assets, Congress has legally enshrined
the central bank seigniorage model for permitted payment stablecoin issuers. The OCC has
granted Circle a national trust bank charter. By any institutional definition, Circle is a federally
chartered reserve manager, not a fintech company. The investment consensus, reflected in a
6x P/S multiple and financial model comparisons to payment companies, is applying an
analytically incorrect frame. Correcting the frame is the core of the return.

But the correction is not automatic. The thesis faces three specific challenges that prevent it
from being a high-conviction, all-in position. The yield-bearing RWA market is growing at
over 400% annually and offers institutional capital a 4-5% risk-free return that Circle is
legally barred from matching. The Coinbase revenue-sharing arrangement, which accounts
for 51% of gross reserve income, likely violates GENIUS Act Section 4(a)(11) and faces a
renewal cliff in August 2026. The core rate-setting mechanism (RDSI) has not been
empirically validated and remains a structural hypothesis rather than a proven fact. These
are not minor caveats. They are the difference between a 3-5x base case and a 0.5x bear
case.

Return Expectation

Probability-weighted expected return from a $17.6 billion market cap entry: approximately
3.7x over 5 years, with a 20% bear case still preserving capital at approximately 0.6x. The
bear case does not destroy capital; it preserves it at approximately 0.6x. This asymmetry is



the structural feature of the position. But the bear case is not merely "rate cuts." It is the
combination of yield competition, Coinbase revenue-share termination, and stalled USDC
supply growth. If all three occur simultaneously, the return could be significantly below 0.6x.

Catalysts to Watch

First: The Federal Reserve's decision on master account access for federally chartered
stablecoin issuers. This is the single policy decision that converts Circle from a regulated
non-bank fintech to a de facto member of the Federal Reserve payment infrastructure. When
this happens, the analytical frame shift in sell-side coverage will be rapid and repricing will
be non-linear.

Second: The resolution of the Coinbase revenue-sharing arrangement in August 2026. If the
terms are renegotiated in Circle's favor, or if the arrangement is maintained without
regulatory challenge, the 51% distribution tax continues but the distribution channel is
preserved. If the arrangement is terminated or forced to restructure, Circle must demonstrate
that it can replace Coinbase's distribution with CPN, direct institutional relationships, or other
channels. The outcome will determine whether Circle's net economics improve or
deteriorate.

Third: The Stripe/Visa/Mastercard stablecoin platform issuer selection. If USDC is chosen as
the settlement currency for this platform, the distribution concern is resolved and Circle's
institutional moat deepens. If a competing stablecoin is chosen, near-term supply growth
slows and the timeline for the base case extends by 12-18 months.

Fourth: USDC supply crossing $100B. This is the quantitative threshold that forces analyst
model updates, even without a frame shift. But the $100B figure must be net of yield-bearing
RWA competition. If USDC grows to $100B but BUIDL grows to $10B, the composition of the
capital matters.

Fifth: Empirical validation of the RDSI mechanism. If a published analysis demonstrates that
Circle's reserve duration changes predict on-chain lending rate movements, the thesis
moves from structural hypothesis to data-driven fact. This would trigger institutional re-rating.

Recommendation: Invest with Caveats

Primary vehicle: CRCL at approximately $65-75 entry, 3-5% portfolio allocation. Accumulate
on weakness. The stock has declined approximately 70-75% from its post-IPO high due to
rate environment concerns and competitive noise. Neither factor has changed the
fundamental thesis. The rate environment will normalize; the GENIUS Act moat is
permanent; the OCC charter is granted. But the yield competition is real, the Coinbase risk is
immediate, and the RDSI mechanism is unproven. This is the entry window, but it is not a
window without hair on it.

Secondary vehicle: MKR/Sky token at 0.5-1% portfolio allocation for DeFi-native exposure
with direct on-chain value accrual. Higher regulatory uncertainty but more direct thesis
expression.



Hedge/Complement: A 1-2% allocation to yield-bearing RWA exposure (BlackRock BUIDL
for qualified purchasers, or BlackRock/Franklin Templeton equity for public market investors)
captures the treasury management layer that the stablecoin thesis cannot access. This is the
blind spot that the original draft missed. The synthetic position (stablecoin infrastructure +
yield-bearing treasury) captures both sides of the on-chain dollar bifurcation.

What Would Change Your Mind

This thesis is invalidated under four conditions:

One: The Federal Reserve announces a retail CBDC with a committed issuance timeline
within the investment horizon, making the private stablecoin monetary authority structurally
redundant. A wholesale CBDC (targeting banks, not consumers) would not invalidate the
thesis.

Two: The GENIUS Act Section 4(a)(11) prohibition on yield payment is successfully
challenged or amended, enabling yield competition that erodes the seigniorage moat. If
stablecoin issuers can legally pay interest to holders, the spread capture model becomes a
competitive variable rather than a structural guarantee.

Three: Empirical analysis of the Reserve Duration Sensitivity Index demonstrates that
stablecoin issuer reserve duration decisions have no independent explanatory power for
on-chain lending rates after controlling for SOFR and Fed Funds. If the mechanism does not
exist in the data, the thesis is not a monetary authority thesis. It is a seigniorage thesis. The
return is still positive, but the 15-20x multiple is not justified.

Four: Yield-bearing RWA products (BUIDL, BENJI, Superstate) capture $100 billion-plus in
AUM while USDC supply growth stalls below 20% annually. This would indicate that the
on-chain dollar economy is bifurcating into a settlement layer (stablecoins) and a treasury
layer (tokenized funds), with the treasury layer capturing the higher-margin institutional
capital. In this scenario, the monetary authority thesis still applies to the settlement layer, but
the total addressable reserve base for stablecoins is smaller than projected, and the 15-20x
multiple may not be achievable.

This report is for informational purposes only and does not constitute investment advice. All
figures are as of the date of publication. The author holds no positions in the tokens
discussed and has no commercial relationship with the protocols mentioned.
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