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 This paper examines the concept and development of stablecoins, focusing on Tether 

(USDT) as a case study. Stablecoins are digital currencies designed to keep a stable 

value, frequently by being tied to fiat currencies like the US dollar. They aim to mitigate 

the price volatility of cryptocurrencies like Bitcoin while offering the benefits of 

cryptocurrencies, including speed and affordability. The study describes the three types of 

stablecoins: algorithmic, crypto-collateralized, and fiat-collateralized. The most popular 

stablecoin, Tether, is used for trading, payments, and remittances all over the world and 

is supported by fiat reserves. The report does, however, also point out essential dangers 

and objections, such as a lack of transparency, difficulties with regulations, and concerns 

regarding reserve backing. Tether has been charged with issuing unbacked tokens, 

raising questions about market stability and trust. As stablecoin usage keeps increasing, 

these issues are crucial. Stablecoins seem to have a bright future despite these obstacles. 

In an effort to improve regulation and financial system integration, governments and 

financial institutions are investigating their versions. In conclusion, there are risks and 

opportunities associated with stablecoins, particularly Tether. Public trust, transparency, 

and stricter regulations will all be necessary for their success. 
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Introduction 

Stablecoins have become a revolutionary new technology in the world of finance in the last few years. 

They combine features of traditional money systems with the technology of blockchain.  Stablecoins are 

different from cryptocurrencies like Bitcoin and Ethereum, which are known for being very volatile. 

Stablecoins keep their value stable by linking it to a reference asset, which is usually a fiat currency like the 

euro or the U.S. dollar. 

 Because they are stable, they can be used as reliable units of account, stores of value, and ways to trade, 

which is a very important part of the digital asset ecosystem.  The rise of stablecoins shows that more people 

are interested in making digital financial tools that are both useful and stable. This fixes one of the biggest 

problems with older cryptocurrencies: they couldn't handle everyday transactions or long-term financial 

contracts. 

 Stablecoins first appeared in the early 2010s, when people in the cryptocurrency markets started looking 

for ways to make transactions more predictable and less volatile.  The launch of Tether (USDT) in 2014 was 

a turning point in this evolution because it introduced a model in which each token was meant to be backed 

by one U.S. dollar held in reserve.  Since then, stablecoins have changed into a wide range of tools, such as 

fiat-collateralized, crypto-collateralized, and algorithmic models.  Each model has its own ways of keeping 

things stable, which shows that they have different ideas about governance, risk management, and 

technology design.  Fiat-collateralized stablecoins like Tether depend on reserves held by centralized groups. 

Crypto-collateralized models, on the other hand, use other cryptocurrencies as backing.  Algorithmic 
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stablecoins, on the other hand, rely on supply-adjustment mechanisms and algorithms to keep their peg. This 

method has had a lot of problems, as seen by the failure of TerraUSD in 2022. 

 Stablecoins are important for more than just trading cryptocurrencies.  They make it easy and cheap to 

send money across borders, support remittances, and let decentralized finance (DeFi) apps use stable value 

references.  Regulators and central banks are paying attention to their growth because they see it as both a 

chance for new financial products and a possible source of systemic risk.  Tether's case is a good example of 

these dynamics. As the most popular stablecoin, it is a key player in the global crypto markets, but it has also 

come under a lot of scrutiny for its lack of transparency, poor reserve management, and failure to follow the 

rules. 

 Examining Tether elucidates the potential and difficulties associated with stablecoins, paving the way 

for a more profound investigation of their current state, future opportunities, and arising issues. 

What are Stablecoins ?:  

Stablecoins are a type of digital asset that is meant to keep its value stable compared to a reference asset, 

which is usually a fiat currency like the euro or the U.S. dollar. Their growth is closely linked to the rise of 

cryptocurrencies and the growing desire to make digital markets less volatile. Stablecoins try to connect 

traditional financial systems with decentralized technologies by providing price stability, fast transactions, 

and access from anywhere in the world (Mita, 2022; Gensler, 2021). This is different from traditional 

cryptocurrencies like Bitcoin or Ethereum, whose prices change a lot. Stablecoins first appeared in the early 

2010s, when people in the market started looking for a safe way to trade on the blockchain. Tether (USDT), 

the first big stablecoin, came out in 2014 with the promise that each token would be backed by one U.S. 

dollar held in reserve (Lyons & Viswanath-Natraj, 2021). This new idea solved a big problem in the 

cryptocurrency markets: there was no stable unit of account or store of value, which made it hard for people 

to use them for everyday purchases and financial contracts.  

From a functional point of view, stablecoins can be broken down into three main groups:  

 

 

 

 

 

 

 

 

fiat-collateralized, crypto-collateralized, and algorithmic. Centralized institutions, like banks or trust 

companies, hold reserves of fiat currency that are used to back fiat-collateralized stablecoins. Tether is the 

most well-known example of this model, but there are concerns about how clear and enough its reserves are 

(Berentsen & Schär, 2019). Stablecoins that are backed by other cryptocurrencies, like DAI, use over-

collateralization and smart contracts to keep their prices stable (Schär, 2021). Algorithmic stablecoins, on 

the other hand, don't use collateral. Instead, they use supply-adjustment mechanisms and algorithms to keep 

their value stable. This method has had a lot of problems, as shown by the failure of TerraUSD in 2022 

(Arner, Avgouleas, & Zetzsche, 2022). These different models show that there are many ways to make 

digital assets stable, each with its own pros and cons. 

The importance of stablecoins : 

Stablecoins are important for more than just trading cryptocurrencies. They are very important for 

making cross-border payments, sending money back home, and using decentralized finance (DeFi) apps. 

Stablecoins could be better than traditional payment systems, which are often slow and expensive, especially 

when sending money between countries (Kiff et al., 2020). This is because they can be sent quickly and 
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cheaply. Also, because more and more people are using stablecoins, central banks and regulators are looking 

into them more closely because they could have an effect on monetary policy, financial stability, and 

consumer protection.  

The European Central Bank (2021) and the U.S. Federal Reserve (2022) have both said that we need 

strong rules to deal with the risks that stablecoins pose, such as managing reserves, being able to keep 

running, and having an effect on the whole system.  

Tether's case is very important because it is the biggest stablecoin and it brings up important issues about 

trust, transparency, and regulation. Its rapid growth has made it a key part of global crypto trading, but 

regulators are looking into its reserves and governance, and economists are worried about it (Lyons & 

Viswanath-Natraj, 2021; Gensler, 2021). So, the history of stablecoins is what helps us understand their 

current state, their future potential, and the problems that are starting to come up. It shows how innovation 

and regulation are at odds with each other, how there are many ways to stabilize a system, and how 

important trust and transparency are for keeping digital monetary systems going. This background also 

makes it possible to look at Tether as a case study that shows both the benefits and drawbacks of stablecoins 

in today's financial systems. 

Understanding Stablecoins: 

Stablecoins are a big step forward in the development of digital money. They act as a bridge between traditional 
financial systems and blockchain technology. They were made to fix one of the main problems with early 
cryptocurrencies like Bitcoin and Ethereum: their prices change a lot. Because of this volatility, they aren't good as 
stable stores of value, units of account, or reliable ways to trade (Berentsen & Schär, 2019; Lyons & Viswanath-Natraj, 
2021). Stablecoins are a digital alternative that keeps their value stable by pegging it to relatively stable reference assets. 
This makes them good for financial transactions, savings, and investments in decentralized ecosystems. They make it 
easy and cheap to send money across borders, and they are more accessible than traditional banks (Kiff et al., 2020). 
Stablecoins have become more important in payments and financial markets, which has made them more interesting to 
regulators.  

Central banks and regulators, such as the European Central Bank (2021), have voiced apprehension regarding their 
possible effects on monetary policy, financial stability, and consumer protection.  This duality shows how they work as 
a hybrid: they work in decentralized digital infrastructures and also interact with the larger financial system. To 
understand stablecoins, you need to know about the technology behind them, how they work as stable financial 
instruments, and what they mean for monetary sovereignty and financial regulation. This understanding paves the way 
for a more in-depth examination of particular instances, such as Tether, which has come to symbolize both the 
prospects and the disputes associated with stablecoins. 

Definition and Types: 

A stablecoin is a digital token on a blockchain whose value is tied to a reference asset, usually through 
collateralization or algorithms (Schär, 2021; Mita, 2022). This definition sets stablecoins apart from other 
cryptocurrencies whose value is based on how much people want and need them. Researchers usually put stablecoins 
into three main groups: fiat-collateralized, crypto-collateralized, and algorithmic (Arner, Avgouleas, & Zetzsche, 2022). 
Fiat-collateralized stablecoins are backed by reserves of fiat currency or highly liquid assets, which are usually kept by 
banks or trust companies. Tether (USDT) and USD Coin (USDC) are two examples. People who use these stablecoins 
have to trust that the issuer can keep reserves and follow the rules, but there have been some problems with Tether's 
transparency (Gensler, 2021; Lyons & Viswanath-Natraj, 2021).  

Crypto-collateralized stablecoins, like MakerDAO's DAI, use other cryptocurrencies as collateral. Stablecoins 
depend on over-collateralization and automated liquidation systems run by smart contracts because these assets are 
unstable. This model encourages decentralization, but it also puts users at risk of collateral volatility (Schär, 2021). 
Algorithmic stablecoins keep their peg by using algorithms to change the supply of tokens based on how the market is 
doing. The failure of TerraUSD in 2022, on the other hand, showed how weak this system is when people lose faith in 
the market (Arner et al., 2022). Some projects have used hybrid models that combine collateralization with algorithmic 
stabilization to fix problems with each method (Mita, 2022). 

 To figure out the pros, cons, and regulatory problems of each type, it's important to know the differences between 
them. It also gives us a way to think about Tether, which shows how complicated fiat-collateralized models can be and 
what they mean for financial systems as a whole. 
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The Reality of Stablecoins: 

Stablecoins are becoming a bigger and bigger part of the digital asset ecosystem. They act as a bridge 

between traditional financial systems and blockchain technology.  Their reality is based on how widely they 

are used, how they affect global financial markets, and how much attention they have gotten from regulators.  

Stablecoins were first created to fix the problems with traditional cryptocurrencies that made them unstable. 

They have since grown into more than just "digital dollars" for traders.  

 They are now a key part of the larger financial system for decentralized finance (DeFi), payments, and 

cross-border transactions (Lyons & Viswanath-Natraj, 2021; Berentsen & Schär, 2019).  Tether (USDT), for 

instance, has become one of the most traded digital assets in the world. Its daily transaction volumes often 

exceed those of Bitcoin, even though there are still questions about how transparent its reserves are (Gensler, 

2021).  Stablecoins like USDC, DAI, and BUSD have also grown quickly, showing that there are more types 

of stablecoins and issuers.  From a macro-financial point of view, stablecoins are now used to provide 

liquidity and move capital between crypto and traditional markets.  

They act as gateways for investors and institutions.  This change has made central banks and regulators 

think about how it might affect the transmission of monetary policy and financial stability (European Central 

Bank, 2021).  In French economic literature, stablecoins are referred to as "monnaies numériques stables," 

highlighting their dual function as technological innovations and monetary instruments governed by 

regulatory frameworks (Plihon, 2021).  This mixed reality has both pros and cons. On the one hand, 

stablecoins make financial transactions more efficient. On the other hand, they raise questions about how to 

manage reserves, systemic risk, and regulatory gaps.  The recent failure of algorithmic stablecoins like 

TerraUSD in 2022 shows how important it is to tell the difference between different models and how they 

work (Arner, Avgouleas, & Zetzsche, 2022).  Overall, the reality of stablecoins is that they are growing 

quickly, becoming more useful, and becoming more connected to traditional finance. There are also ongoing 

debates about regulation and transparency. 

Advantages and Use Cases: 

One reason stablecoins are so popular is that they are more useful than both traditional financial 

instruments and cryptocurrencies that change in value quickly.  Price stability is their main benefit because it 

lets users buy, sell, save, and invest without worrying about sudden changes in value (Schär, 2021).  

Stablecoins combine the stability of fiat currencies with the speed and low cost of blockchain technology to 

make transactions that are quick, cheap, and don't have to go through borders.  They cut down on middlemen, 

Source : Win Win, Zhong. (2024). State of Stablecoins: 2024, Report, CoinGecko. 

https://assets.coingecko.com/reports/2024/CoinGecko-State-of-Stablecoins-2024.pdf 
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transaction fees, and settlement times by a lot, which makes them especially useful for cross-border 

payments and remittances, where traditional systems are often slow and expensive (Kiff et al., 2020).  

 In the world of DeFi, stablecoins are important parts of lending, borrowing, providing liquidity, and 

yield farming protocols.  They let people use decentralized platforms without having to worry about the 

price swings of other crypto-assets.   

Businesses are also starting to use stablecoins for day-to-day tasks, like paying employees or suppliers in 

different places, which avoids the delays that come with traditional banking.  Payment processors and 

fintech companies are among the institutional actors who are looking into stablecoin integration to make the 

financial system better (Mita, 2022).  Additionally, stablecoins can promote financial inclusion by 

facilitating access to digital financial services for populations without access to conventional banking 

systems, especially in emerging economies (Lyons & Viswanath-Natraj, 2021). 

However, these benefits come with problems, especially when it comes to regulation, transparency, and 

systemic risk.  Even with these worries, the number of use cases keeps growing. These include retail 

payments, corporate finance, DeFi ecosystems, and maybe even the integration of central bank digital 

currency (CBDC).  These benefits are why stablecoins have become one of the most important and dynamic 

parts of the global financial landscape. 

The Future of Stablecoins: 

Both new technologies and changes in how money is used seem to be shaping the future of stablecoins.  

Stablecoins have gone from being niche tools in the cryptocurrency markets to widely used digital assets that 

support global transactions, decentralized finance (DeFi), and cross-border payments (Lyons & Viswanath-

Natraj, 2021; Schär, 2021).  Their ongoing expansion indicates that they will assume a progressively 

significant role in the future digital economy.  One important trend is the gradual institutionalization of 

stablecoins. This is happening as traditional banks, fintech companies, and payment service providers look 

into how to use them to make settlements faster, manage liquidity better, and include more people in the 

financial system (Mita, 2022).  Stablecoins could work well with central bank digital currencies (CBDCs) 

and add to traditional financial systems by giving people programmable, interoperable, and borderless digital 

money (Kiff et al., 2020).  Technological advancements, such as enhanced smart contracts and 

interoperability protocols, may enable stablecoins to integrate more effectively with payment infrastructures 

and decentralized applications.  Their role in making global trade, remittances, and decentralized finance 

easier could also grow as more people use them, especially in places where banking systems aren't very 

good. 

   Still, their future is not clear.  The failure of TerraUSD in 2022 and other similar events have shown 

that some algorithmic models are not very good, which shows how important it is to have strong systems in 

place to keep the market stable and confident (Arner, Avgouleas, & Zetzsche, 2022).  As stablecoins become 

more common in global finance, they will probably be watched more closely, which means that issuers will 

have to follow stricter operational, legal, and prudential rules.  In the future, stablecoins will probably be a 

mix of new ideas, institutional adoption, and regulatory convergence, making them a key part of the 

changing digital money landscape. 

Regulatory Challenges and Opportunities: 

The quick rise of stablecoins is a big problem for regulators, but it also gives policymakers and banks a 

chance to do something about it.  One of the main regulatory issues is the transparency and adequacy of 

reserves. This is especially true for fiat-collateralized stablecoins like Tether, which has come under fire for 

the quality and disclosure of its backing assets (Gensler, 2021; Lyons & Viswanath-Natraj, 2021).  

Regulators are also worried about systemic risks because stablecoin transactions are so big and could affect 

the way monetary policy is transmitted, payment systems, and financial stability (European Central Bank, 

2021).  Some stablecoin models are decentralized, which makes it even harder for regulators to keep an eye 

on them.  
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This is because they don't fit into the usual rules for centralized intermediaries (Schär, 2021).  Regulatory 

clarity can also open up new possibilities.  Regulatory frameworks that are clear and consistent can protect 

consumers, keep the economy stable, and encourage new ideas (Arner et al., 2022).  For instance, well-

thought-out rules can make it easier for stablecoins to be used in payment systems. This would allow for 

faster and cheaper transactions without going against regulatory goals.  Several places are looking into 

creating specific laws for stablecoins.   

The Markets in Crypto-Assets (MiCA) regulation in the European Union seeks to create consistent rules 

for crypto-assets, such as stablecoins, with a focus on governance, reserve requirements, and transparency 

(European Central Bank, 2021).  Regulators in the U.S. have suggested that stablecoin issuers be treated like 

banks or payment companies and be subject to prudential regulation (Gensler, 2021).   Stablecoins work all 

over the world, so it's also important to coordinate internationally. If different countries have different rules, 

there could be gaps in regulation across borders.   

As a result, the future of stablecoin regulation will probably include a mix of national laws, international 

cooperation, and private-sector compliance, finding a balance between innovation and stability.  Regulatory 

frameworks could help stablecoins reach their full potential while also addressing major risks to financial 

systems if they are managed well. 

Case Study – Tether: Introduction and History: 

Tether (USDT) is the most popular stablecoin in the world and is a key player in talks about digital asset 

regulation, financial stability, and new ideas.  The name comes from the idea of "tethering" or anchoring a 

digital token to a real-world asset, like the U.S. dollar, so that each token is supposed to be worth one unit of 

fiat currency held in reserve (Lyons & Viswanath-Natraj, 2021).  In a market that is very volatile, this 

mechanism is meant to keep prices stable and build trust.  Tether's design ties its value to underlying assets, 

which is different from cryptocurrencies like Bitcoin, whose value changes based on supply and demand. 

The goal is to keep the price of one U.S. dollar per token stable (Berentsen & Schär, 2019).  This idea has 

turned Tether into a useful form of digital cash in the cryptocurrency world, letting traders move money 

between assets or exchanges without having to deal with the volatile crypto markets.  It is especially 

important for platforms that don't let users deposit fiat currency directly. These platforms act as a settlement 

tool that connects decentralized markets with traditional financial systems (Schär, 2021). 
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Tether’s branding is not merely technical but strategic. It conveys a sense of security and reliability, 

suggesting that users can “trust the tether” between digital tokens and real-world reserves.  stablecoins such 

as Tether are often described as “monnaies numériques stables adossées à une devise,” emphasizing their 

backing by sovereign currencies and their hybrid character between private innovation and public monetary 

systems (Plihon, 2021). Tether’s name therefore embodies both its technological mechanism and its market 

promise. However, this promise has been contested. Over the years, doubts have emerged regarding whether 

each Tether token is indeed fully backed by equivalent reserves. These controversies have led regulators, 

economists, and media outlets to question the company’s transparency and governance (Gensler, 2021). 

Investigations have revealed that Tether’s reserves included not only cash but also commercial paper and 

other assets, challenging the simplicity of its “one-to-one” narrative. Consequently, Tether’s name has come 

to symbolize both stability and controversy: a crucial pillar of the crypto ecosystem and a focal point for 

debates about trust, regulation, and systemic risk. 

History and Development: 

The history of Tether shows how quickly the stablecoin market has changed from small projects to global 

financial tools.  Brock Pierce, Reeve Collins, and Craig Sellars started the company that makes Tether in 

2014. It was originally called Realcoin.  Later that year, the project was renamed Tether to better show that 

its goal was to connect digital tokens to real-world assets (Mita, 2022).  Tether was added to major 

cryptocurrency exchanges in 2015, most notably Bitfinex, with which it has had a close and sometimes 

controversial relationship (Lyons & Viswanath-Natraj, 2021).  Tether was one of the first stablecoins to use 

the idea of fiat-backed digital assets on a public blockchain.  The Omni Layer protocol first issued it on the 

Bitcoin blockchain. Later, it was added to other blockchains, such as Ethereum (as ERC-20 tokens), Tron, 

Solana, and others, to meet growing demand and speed up transactions and make them work together better 

(Schär, 2021). 

 Tether became popular among traders in its early years because they needed a stable asset to use as a 

middleman for hedging and settling trades.  Many exchanges didn't have banking relationships or had to deal 

with regulatory issues that made it hard to hold fiat currencies. As a result, Tether became the main way to 

trade in the crypto ecosystem.  By the early 2020s, its circulation had grown from a few million tokens to 

tens of billions, making it the largest stablecoin by both market capitalization and daily transaction volume 

(European Central Bank, 2021).  By 2022, Tether was regularly processing more transactions than Bitcoin, 

which showed how important it was to the flow of crypto liquidity around the world (Lyons & Viswanath-

Natraj, 2021). 

But as Tether grew quickly, it came under more scrutiny.  The New York Attorney General's office 

started looking into Tether and Bitfinex in 2019 because they were accused of lying about how much money 

they had in reserves.  The investigation found that some of Tether's reserves had been used to make up for a 

$850 million shortfall at Bitfinex, which goes against claims that the company had full cash backing.  This 

resulted in a settlement of $18.5 million in 2021 and promises to make reporting and transparency better 

(Gensler, 2021).  These events had a big impact on Tether's growth and showed both the strengths and 

weaknesses of privately issued stablecoins that work on a large scale.  Tether is still the most popular 

stablecoin, but it is facing more competition from other stablecoins like USDC and decentralized stablecoins 

like DAI. Regulators around the world are also putting more pressure on it.  Its path is a key case study for 

figuring out how stablecoins change, grow, and work with regulatory and financial systems. 

 

Problems and Controversies: 

Table : USDT vs. USD 

Source : Sophie Roots. (2025). What Is Tether (USDT) and Why Is It So Widely Used?, 

Changelly. https://changelly.com/blog/what-is-tether-usdt/ 
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Stablecoins, especially Tether (USDT), have had a lot of problems and controversies even though they 

are growing quickly and becoming more important in global financial markets.  These problems are caused 

by structural, operational, and regulatory issues that make people question their role in keeping the market 

stable and honest.  One of the most talked-about issues is whether Tether's reserves are enough and what 

they are made up of. These reserves are what make Tether's promise of one-to-one convertibility with the 

U.S. dollar possible.  Critics say that the fact that Tether doesn't always and fully disclose its reserves has 

made it unclear whether every Tether token is really backed by assets of the same value (Gensler, 2021; 

Lyons & Viswanath-Natraj, 2021).  Tether's dominant market position makes this uncertainty even worse. 

As the largest stablecoin by market capitalization, any instability could have big effects on cryptocurrency 

markets and even traditional finance (European Central Bank, 2021). 

Tether's connection to Bitfinex, one of the biggest cryptocurrency exchanges, is another big issue that 

people are talking about.  The New York Attorney General's office looked into Tether and found that in 

2018, the company used some of its reserves to make up for a $850 million shortfall at Bitfinex. This goes 

against claims that every token was fully backed by cash or cash equivalents.  This led to a settlement of 

$18.5 million in 2021 and legally binding promises to make reporting and transparency better (Gensler, 

2021).  Tether's close ties to Bitfinex have made people worry about conflicts of interest, bad governance, 

and the possibility of market manipulation.  Some research indicates that the release of Tether has coincided 

with major price changes in Bitcoin, leading to speculation about whether Tether has been used to boost or 

change crypto markets (Lyons & Viswanath-Natraj, 2021). 

There have also been regulatory problems with stablecoins like Tether.  They are private companies that 

issue digital tokens that are tied to government currencies, which goes against the current rules for money 

and finance.  Central banks and financial authorities are concerned that widespread adoption of stablecoins 

could threaten monetary sovereignty, disrupt the transmission of monetary policy, and generate systemic 

risks if reserves are poorly managed or redemption mechanisms malfunction (Berentsen & Schär, 2019; 

European Central Bank, 2021).  These worries have led regulatory bodies to think about stricter rules, such 

as requiring reserves, audits, and rules about how operations should be open.  The arguments over Tether are 

a good example of these regulatory tensions. They make it a central point of policy debates about how to 

effectively regulate stablecoins without stifling innovation. 

Transparency Issues: 

One of the most important and ongoing issues in the stablecoin industry is transparency. Since its 

beginning, Tether has been at the center of this debate.  Tether first said that each USDT token was backed 

by one U.S. dollar held in reserve. However, later reports showed that its reserves were made up of cash, 

commercial paper, loans, secured assets, and other investments. This made people question the liquidity and 

risk profile of its backing assets (Gensler, 2021).  Tether ran for years without giving regular, independent 

checks of its reserves, which is not how regulated banks work.  This lack of clear, regular, and standardized 

disclosure has hurt market confidence and made it harder for Tether users to get the information they need 

(Schär, 2021). 

 Regulators have said that users can't properly judge the risks of holding or using Tether without clear, 

high-quality disclosures. This makes it more likely that people will suddenly lose faith in Tether and cause 

destabilizing redemption runs.  The European Central Bank (2021) has said that not being clear enough 

about how stablecoin reserves are managed is a systemic risk, especially if stablecoins are used a lot for 

payments or settlements in financial markets.  Tether started publishing "assurance reports" by third-party 

accounting firms in 2021, after settling legal issues. These reports show what its reserves are made up of.  

But these reports aren't full audits, and they don't always follow the rules set by regulators.  Critics assert 

that these disclosures are inadequate and do not meet the transparency standards anticipated from entities 

that assume a quasi-monetary function (Lyons & Viswanath-Natraj, 2021). 

A lot of people think that stablecoins need to be more open in order to be accepted and stay stable over 

time.  Better disclosure standards, regular independent audits, and clearer rules could help solve these 

problems with transparency.  Stablecoins could stay in a gray area of regulation and information without 

these steps, making them more likely to be hurt by market distrust and systemic shocks. 



 YOUSFATE Ali 

 

                   Journal of Economic Growth and Entrepreneurship Vol. 8, No. 4, 12-22 (2025)                                      20 

 

Conclusion :  

When you look at stablecoins, especially Tether, you can see how complicated and important these tools 

are in today's financial system.  Stablecoins are digital assets that are meant to keep their value stable. They 

have quickly changed from a technological innovation meant to make cryptocurrency markets less volatile 

to a structural part of the global financial system.  Their emergence addresses the inherent deficiencies of 

initial cryptocurrencies, notably their failure to serve reliably as stable stores of value or mediums of 

exchange.  Stablecoins like Tether connect decentralized blockchain networks with traditional financial 

systems. They combine the stability of fiat currencies with the speed and programmability of digital 

technology.  Their hybrid nature is why they are quickly becoming popular for cross-border payments, 

decentralized finance (DeFi) activities, and as settlement tools on cryptocurrency exchanges. 

 The case study of Tether shows both the strengths and weaknesses of stablecoins.  Its strong position in 

the market shows that more and more people are using stablecoins for trading, liquidity, and financial 

integration.  But this fame has also led to a lot of criticism and attention.  Economists, regulators, and market 

participants have had a lot of arguments about Tether's reserve composition, transparency practices, and 

compliance with regulations.  Investigations have shown that Tether's claims about its reserve management 

don't always match up with what it actually does, which has led to legal settlements and more government 

oversight.  These problems show that there are problems with how governance, auditing, and accountability 

work, which makes people more worried about the risks that stablecoins pose to financial stability and 

consumer trust. 

 From a regulatory point of view, stablecoins show how financial innovation and systemic risk are at 

odds with each other.  Their transnational and hybrid traits make it hard for traditional regulatory systems 

that were made for centralized institutions to work.  But this challenge also brings chances: smartly designed 

regulatory systems can encourage new ideas while making sure that consumers are safe, businesses are 

stable, and money is safe.  To responsibly add stablecoins to mainstream financial systems, it's important to 

have international coordination and clear national frameworks, like the MiCA regulation from the European 

Union. 

 In conclusion, stablecoins are both a game-changer for financial technology and a new area of regulation 

that needs to be handled with care.  They will need to find a balance between innovation, market efficiency, 

and regulatory oversight in order to have a good future.  Tether's path shows how these factors work together. 

It is both a driver of financial innovation and a warning of the dangers of lack of transparency and regulatory 

gaps.  Ongoing academic inquiry, regulatory advancement, and industry evolution will be essential in 

cultivating a stable, transparent, and sustainable stablecoin ecosystem. 
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