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Crypto-backed stablecoins (over-collateralised)
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TFigures in parenthesis indicate losses
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COLLATERAL PRICE (“Col. Price™)
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Case 2 ¢ Staking Price (“SP"): USD 2,000
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Principal extended in Stablecoin: USD 1,000

Over-Collateralisation
Due to the volatile nature of digital assets, buyers are givenaloan ata

sizeable discount
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INVESTMENT HORIZON

Price Fluctuation
Depending on the price fluctuation of the collateral, the issuer may

liquidate the collateral assets to maintain reserve value

Case Col. Price Description Issuer Profit Buyer Profit & Loss!
1 UsD2,100  Col. Price > SP Interest (Interest)
2 USD2000 LP=ColPricesSP Interest (Interest)

3 USD1500  Col. Price <LP USD 500 + Interest (USD 500 + Interest)

Crypto-backed stablecoins (risk-hedged)
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'Figures in parenthesis indicate losses
Source: Ethena Labs, Quinlan & Associates analysis
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Ethena Lab’s USDe
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" Case #2 SP:1ETH =USDe 2,000 stablecoin Minting
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- Buyers essentially “sell” their

O collateral to Ethena for the
ey USDe stablecoin

INVESTMENT HORIZON

Redemption

Delta Hedging
Ethena utilises financial instruments, such as shorting the future derivatives
of its reserve, to peg the value of its reserves to fiat
o As USDe is one-to-one pegged to USD, buyers may receive a different
amount of collateral depending on ETH price fluctuations

Case Col.Price  Description Redemption  Collateral Returned Buyer PAL!

1 USD 2500  Col Price=SP 2000 USDe 0.BETH (0.2 ETH)
2 USD 2,000  Col Price=SP 2000 USDe 1ETH 0ETH
3 USD 1,500  Col Price <SP 2000 USDe 1.33 E'|7 f 0.33 ETH
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Algorithmic stablecoins
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Source: Cointelegraph, Quinlan & Associates analysis
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TerraUSD’'s De-Peg From USD
USD, March - May 2022
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25" March 2022

Announced that the payout rates
for depositing TerralSD in
Anchor will be adjusted from fixed
(up to 20%) to variable rates

QP Terra

8th May 2022

Announced that due to uncertain
macro conditions, they were
pushed into selling USD 750
million Bitcoin from its treasury

Algo stablecoins can enly maintain their
stability when investors have confidence in
the ability of the dollar peg foken; otherwise,
peaple will rush to redeem their stablecoins
for cash, leading to a "death spiral®
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TerraUSD crashed from USD 1
to $0.05, a 95% depeg
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