The Ethics of Stability:
' Examining USDC,
{ Banking Dependence,
and the GENIUS Act




What is Cryptocurrency?
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%

Cryptocurrency is digital money that exists only
online

It doesn’t go through banks - instead, every
transaction is recorded on a public system called
the blockchain, which anyone can view but no
onhe can change.




Now...\What is Stablecoin &
USDC?

% Stablecoins = Digital dollars that stay at $1
> Backed by real cash or safe assets held by Circle
> Traded through blockchains
> Used for fast, global payments without banks

% USDC, issued by Circle, is one of the most widely used

stablecoins today. —_— @
«——



Now...What is Stablecoin &

USDC?

Stablecoin Market Cap ($B)

May.2025

~$250B
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Source: DefiLama, CoinGecko, Bernstein analysis



How Does it Work?

USDC

User Deposit
User deposits USD

c reat i o n on an exchange like (I;:Z:;:;::::LSD

Coinbase

in their reserves

Process

Mint USDC
USDC Burned Circle mints more
USDC is USDC into their
burned on the wallet reserves
blockchain

Withdraw USDC
Circle can issue

USD Removed USDC to users or
USD is removed exchanges
from Circle's
reserves
USDC Swaps
Users or exchanges
Swap USDC can swap USDC
The exchange can without permission
swap USDC into from Circle

Deposit USDC
Users can deposit
USDC into an

exchange like Coinbase

USD from Circle



How Does it Work?
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How Does it Work?

STABLECOIN FLOW

-—
3a) USD reserves -
x J are held in cash to '_f
meet short-term

liquidity needs

4) User is provided with
a value of stablecoins
equivalent to their
initial deposit

N\

2) Stablecoin

issuer deposits
USD at a bank 5) User can. hold'
stablecoins with a
centralized custodian
3b) The remainder or can bridge Itfhese dial
of reserves may be assets to a se _—custc_J ia
i : wallet compatible with a
invested in very short @

. blockchain network
duration government

bonds and other

cash-equivalent 1) User sends USD
yield-bearing assets to stablecoin issuer




Circle Market Share

Other (90 stablecoins)
DAI 4.6%

3.7%

Stablecoin Market
$137,110,472,445 USDT
(02/02/23) 49.4%




The GENIUS Act (2025)

<

First U.S. federal framework for stablecoins like USDC passed by President Trump

Requires reserves held in cash or Treasuries, regular audits, and 1:1 redemption

rights

But loopholes remain — state oversight differs and compliance costs may exclude

smaller players
> Interestlncome




The Ethics of “Stability” in USDC

9 . .
%® Marketed as “fully stable” and is truly stable per the Genius Act

*%°® Question of is it ethically right for Circle to make interest income off

investors money, and are they fully transparent about this?

9 : C .
%°® Per Genius act get priority in case of bankruptcy of company
INTEREST INCOME

@ Y




The Ethics of “Stability” in USDC

In the following analysis, we modeled the impact of hypothetical changes in interest rates on our reserve income and distribution and transaction costs for
the following twelve-month period. We assume that the amount of USDC in circulation throughout this period is equal to the amount of USDC in circulation as
of June 30, 2025, due to the inherent uncertainties described above in respect of predicting or forecasting USDC in circulation: such changes in interest rates
occur on July 1, 2025 and are held constant through the period and impact all reserve assets equally; and our allocation of reserve assets do not change, as we
are unable to predict the market and yield reactions to interest rate changes. The table below summarizes the hypothetical impact on our operating results for
the following twelve-month period based on our internal modeling, which are subject to uncertainties and limitations as discussed above (in millions):

Change in interest rates from average yield of 4.26% on

June 30, 2025 Estimated change in reserve income Estimated change in distribution and transaction costs
+200 bps $ 1,235 § 631
+100 bps S 618 $ 315
-100 bps $ (618) $ (315)
-200 bps $ (1,235) § (631)



The Ethics of “Stability” in USDC

How Some Platforms Let Users Earn Interest
While Circle itself doesn’t pay yield, third-party platforms sometimes offer interest-bearing versions of USDC:

e Coinbase, Aave, Compound, and other DeFi protocols lend USDC or stake it, distributing returns to users.

e This “DeFiyield” comes not from the reserve interest, but from lending activity — and carries additional risk
(counterparty risk, smart contract vulnerabilities, or market volatility).

] How Lending Protocols Work
So there are two very different systems:

Supplies

Supplies % Borrows
uspC asset

,t Lending Pool J

1. Circle’s reserveyield - low risk, Circle keeps profit.

2. DeFi/Exchange yield > higher risk, users get variable returns.

Earns intereat



Is Circle Helping Unbanked Populations?

“Stablecoins like USDC can
provide access to the financial
system for people who are
underbanked or excluded
from it — allowing them to
store value and make payments
digitally without a traditional
bank account.”

—Circle Impact Report and blog
statements, 2023-2024



Is Circle Helping the Underbanked?

(@) CIRCLE  Platform  Use Cases Partners Developer Company  Transparency

Serving the Unbanked

with USDC




Is Circle Helping Unbanked Populations?

Unbanked: Households where no one has a checking Unbanked, 5%

or savings account. Fully banked, 81% __ Underbanked, 13%
- Operate fully outside the traditional banking ./
system. \

-\.

- Rely on cash, prepaid cards, or check-cashing
services.

- Common causes: high fees, lack of trust, limited
access, or poor credit.

Underbanked: Households with a bank account but
still using non-bank financial services.

- Use payday loans, pawn shops, or money transfers
despite having accounts.

- Often due to convenience, credit barriers, or
affordability issues.



Is Circle Helping the Underbanked?

9
‘0‘ A 2016 study from Pew Research Center found that “about 6 in 10”
unbanked consumers had a smartphone.
<
¥  The same Pew study found that among unbanked

smartphone-owners, only about 39% had ever used
mobile-payments tech (paying a bill, sending/receiving funds) vs
~64% for banked smartphone-owners.



Who Does USDC Really Benefit?

%® Circleand partner banks earn millions in interest from the reserves backing

USDC

0
%®  Users hold the coin but receive no share of that interest unless they investin

coinbase or other interest earning platforms



Who Does USDC Really Benefit?

) CIRCLE — e

Oikpl;l""t;it::e"t Fidelity Management

& Research

Value of Stake at
$7.2B Valuation

. Executives

@ Investors S54M

Nikhil Chandhok,
Chief Product Officer

$663M | s$652mM

General Catalyst IDG Capital

Source: Circle's S-1 as of June 2, 2025. $137M
Based on Class A and Class B common

stock as of March 31, 2025. $564M o ol
*Valuation based on pricing at $28/share Jeremy Allaire, CEO
(high end of price range).



Stakeholder Risk & Benefits

Stakeholder

Circle (Issuer)

Regulators

Investors / Institutions

Everyday Users

Unbanked Populations

Benefits

Builds trust and profit from
reserves (Inv Income)

Gain oversight and consumer
protection role

Enjoy stable, liquid
transactions

Faster, cheaper digital
payments

Potential new access to
finance

Risks

Bank dependence and
transparency pressure

Hard to enforce rules evenly
Vulnerable if confidence
drops

No profit share; rely on
private issuers

Barriers to use and least
protection



A Life Worth Living: Who Is Stability For?

% Circle profits from interest on user reserves
> Ethical: Fiduciary Responsibility
> Unethical: targeting of unbanked or underbanked populations

% Genius Act
> Ethical: next step toward adoption of stablecoins in US
> Unethical: left some loopholes (foreign issuance, token coins)

% Unbanked Populations
> Unethical: change the word ‘unbanked’ to primarily ‘underbanked’
> Unethical: Creative Marketing






Thank you!



