P

SACRA

MARKET REPORT UPDATED
05/25/2024

Stablecoin diplomacy

TEAM

Jan-Erik Asplund
Co-Founder
jan@sacra.com

DISCLAIMERS

This report is for information purposes only and is not to be used or considered as an offer or the solicitation of an offer
to sell or to buy or subscribe for securities or other financial instruments. Nothing in this report constitutes investment,
legal, accounting or tax advice or a representation that any investment or strategy is suitable or appropriate to your
individual circumstances or otherwise constitutes a personal trade recommendation to you.

This research report has been prepared solely by Sacra and should not be considered a product of any person or entity
that makes such report available, if any.

Information and opinions presented in the sections of the report were obtained or derived from sources Sacra believes
are reliable, but Sacra makes no representation as to their accuracy or completeness. Past performance should not be
taken as an indication or guarantee of future performance, and no representation or warranty, express or implied, is
made regarding future performance. Information, opinions and estimates contained in this report reflect a determination
at its original date of publication by Sacra and are subject to change without notice.

Sacra accepts no liability for loss arising from the use of the material presented in this report, except that this exclusion
of liability does not apply to the extent that liability arises under specific statutes or regulations applicable to Sacra. Sacra
may have issued, and may in the future issue, other reports that are inconsistent with, and reach different conclusions
from, the information presented in this report. Those reports reflect different assumptions, views and analytical methods
of the analysts who prepared them and Sacra is under no obligation to ensure that such other reports are brought to the
attention of any recipient of this report.

All rights reserved. All material presented in this report, unless specifically indicated otherwise is under copyright to
Sacra. Sacra reserves any and all intellectual property rights in the report. All trademarks, service marks and logos used
in this report are trademarks or service marks or registered trademarks or service marks of Sacra. Any modification,
copying, displaying, distributing, transmitting, publishing, licensing, creating derivative works from, or selling any report is
strictly prohibited. None of the material, nor its content, nor any copy of it, may be altered in any way, transmitted to,
copied or distributed to any other party, without the prior express written permission of Sacra. Any unauthorized
duplication, redistribution or disclosure of this report will result in prosecution.

WWW.SacCra.com



mailto:jan@sacra.com
https://www.sacra.com/

Published on May 25th, 2024

Stablecoin diplomacy

By Jan-Erik Asplund

TL;DR: As B2B neobanks in the U.S. raced to offer FDIC
insurance and treasury products in the wake of SVB's
collapse, a parallel trend has played out in LatAm, where
stablecoins like USDC are growing rapidly as a way for
businesses to de-risk against currency volatility. For more,_
check out our interview with Kapital co-founder and CFO
Fernando Sandoval.

USDC colonizing the world
Total USDC movement by region (2023)

We wrote previously about the rapidly growing transaction
volume of USD-denominated stablecoins like Circle's USDC.

Recently, we caught up with Fernando Sandoval, the CFO of
Mexican neobank Kapital and co-founder—along with René
Saul, Eder Echeverria-Arroyo and Arjun Sethi—to learn more
about how USD-denominated stablecoins have become a core
treasury management tool for businesses in LatAm and
elsewhere outside the bubble of the West.

Here are our key takeaways:

Kapital ($72M in annualized revenue as of the end of 2023)
has seen product-market fit around their stablecoin
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hold it in Circle's USD-denominated stablecoin USDC, with
"almost every company” using it to de-risk against the
high volatility of local currencies like the Colombian peso.
This mirrors the emergent product-market fit in the United
States post-Silicon Valley Bank collapse where neobanks like
Mercury, Rho and Brex offered increasing_cumulative FDIC
insurance to attract & calm depositors and startups like Meow,
Vesto, and Treasure Financial launched high-yield treasury
products to protect depositors' cash in a high interest rate,
inflationary environment.

As payment rails, Kapital uses USDC to settle international
transfers for their customers fast (in minutes) and cheaply
(~$0.0037 per transaction) vs. paying ~$50 to send a wire
and 1-3% on currency exchange fees. Fast and cheap cross-
border payments are a key need for businesses in LatAm
where the percentage of non-domestic digital commerce can
hit 70%+ as in El Salvador (74%), Guatemala (73%), and
Bolivia (67%) vs. ~26% for the U.S. and U.K.

While incumbent banks move money slowly & expensively
and monetize on each transaction, Kapital is aiming to be
fast & cheap and drive volume through value-added
products like Kapital Flex (buy-now-pay-later for B2B
procurement) and engagement & retention for its core
subscription SaaS platform. Kapital's revenue mix reflects
this counterpositioning, with 40% of revenue coming from
SaaS and 60% from interest income on cards, loans, and
products like Flex, in which Kapital pays suppliers instantly and
gets repaid by customers over time.

LatAm is now one of the fastest-growing regions in the
world for stablecoin usage, with Circle’s USDC the big_
winner thanks to its transparency around its holdings,
which consist of strong assets like US treasury securities
($9.2B), US cash ($1B), and US treasury repurchase
agreements ($15B). Currencies throughout LatAm can
fluctuate wildly in value, particularly around elections—the
Colombia peso was the second-fastest depreciating currency
in LatAm in 2022, hitting 5,000 pesos to 1 dollar, then rising in
2023 to 4,000 pesos to 1 dollar (currently the ratio is 3,800:1),
making it now the fastest-gaining major currency in the world.

With $31 trillion in cross-border payments being
denominated in U.S. dollars—90% of all cross-border trade
in LatAm and 80% in the rest of the world outside Europe
—stablecoins pegged to the dollar like USDC are
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positioned to form the rails of a new global-first payments
infrastructure. Look to international neobanks in countries
without pervasive banking infrastructure and huge incumbents
—Ilike crypto adoption leaders India, Nigeria, and Vietham—as
the places where this kind of innovation will flourish first.

Kapital
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For more, check out this other research from our platform:

Fernando Sandoval, co-founder of Kapital,_on stablecoins for
cross-border payments

Faroog_Malik and Charles Naut, co-founders of Rain, on
stablecoin-backed credit cards

Bhanu Kohli, CEQO of Layer2 Financial,_on stablecoin-backed
payments for platforms

Stablecoins > Visa
Kapital: the $72M/year Nubank for SMBs

René Saul and Fernando Sandoval, co-founders at Kapital,_on
the fintech opportunity in LatAm

David Ripley, COOQO of Kraken, on the future of cryptocurrency
exchanges

Immad Akhund, CEO of Mercury, on the business models of
fintechs vs. banks
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Swastik Nigam, CEO of Winvesta, on building_cross-border
fintech

Raghunandan G, CEO of Zolve, on cross-border banking_in
India

Ex-Chime employee on Chime's multi-product future

European neobanks are back
Wealthfront, Betterment, and the robo-advisor resurrection
Chime (dataset)

Kraken (dataset)
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