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Crypto CEO exodus: market 
forces and potential regulatory 
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In recent weeks numerous executives at 
high-profile companies within the digital 
asset space have been resigning. These 
resignations come against the backdrop of 
the continued market downturn and 
increased regulatory scrutiny (US regulations 
are arriving soon). 

Genesis CEO Michael Moro stepped down in 
August following the fallout from the firm’s 
exposure to the now-insolvent Three Arrows 
Capital (3AC). Later that month, Sam 
Trabucco, co-CEO of Alameda Research, 
also stepped down from his role, handing the 
reigns to co-CEO Caroline Ellison. Alameda, 
one of the largest market-makers and 
quantitative firms in the space, was founded 
by FTX’s Sam Bankman-Fried. Alameda has 
faced questions for its close ties with FTX, 
with Ellison stating they are “at arm’s length” 
and do not get preferential treatment from 
any market makers.

Earlier this week, Jesse Powell, Kraken’s 
founder and CEO, announced he would also 
be resigning, with current COO, David Ripley, 
taking his place. In late July, it was reported 
Kraken was under investigation by the US 
Treasury Department for allegedly violating 
US government sanctions by allowing users 
in Iran to access the platform. 

Alex Mashinsky, founder and CEO of the 
Celsius Network, announced last week that 
he had resigned with immediate effect. 
Celsius, once one of the major participants in 
the crypto space, filed for bankruptcy in July. 

Within hours of Celsius’ announcement, Brett 
Harrison, president of FTX US, announced he 
too would be stepping down from his role 
but would remain in an advisory role. FTX 
have shown strong confidence in their vision 
over the last few months with numerous 
acquisitions. They made a successful bid to 
purchase the assets of bankrupt lending 
platform Voyager Digital last week. 
Following Mashinsky’s departure, it was 
reported FTX are considering a similar 
takeover of Celsius.

The string of departures could be due in part 
to the increasing regulatory pressure, 
following the release of the White House 
Framework for Responsible Development of 
Digital Assets (the “Framework”). The 
Framework released by the White House on 
September 16, made clear that protecting 
retail investors will be at the forefront of 
new policy. The impact of the bear market 
and fallout from the Luna collapse may also 
be felt behind the scenes at some of the top 
firms in the crypto space.

Sources:

Decrypt

Bloomberg

Coingeek

Financial Times

Coin Telegraph

Crypto Briefing

https://decrypt.co/109913/white-house-releases-comprehensive-framework-for-crypto-regulation-and-development
https://www.bloomberg.com/news/articles/2022-09-14/trading-firm-alameda-research-powers-ftx-ceo-sam-bankman-fried-s-crypto-empire?
https://coingeek.com/jesse-powell-of-kraken-joins-crypto-ceo-skedaddle/
https://www.ft.com/content/84f1dcb7-e1e8-4e4f-b79b-5e641aceb44e
https://cointelegraph.com/news/ftx-reportedly-considers-bailing-out-celsius-via-asset-bid
https://cryptobriefing.com/why-are-so-many-top-crypto-executives-resigning/
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A draft bill has been submitted to the US 
House of Representatives that plans to ban 
the launch of any new algorithmic (“algo”) 
stablecoins over the next two years. The 
proposed ban of “endogenously 
collateralised stablecoins,” looks to 
criminalise the issuance and creation of new 
algo stablecoins and comes after the 
collapse of TerraUSD (UST) in May, which 
had wide-reaching consequences for the 
crypto market. Existing algo stablecoins will 
be granted a two-year grace period to 
change the mechanism for how they 
collateralise.

This is a broad ban that could affect 
stablecoins outside of the fully-reserved 
backed stables, such as USDC (issued by 
Circle) and USDT (issued by Tether) and 
could affect many native DeFi stables such 
as Synthetix USD (SUSD), which was 
mentioned in the bill as a concern.

The bill will also implement a framework for 
banks and non-banks to issue stablecoins 
with approval from federal regulators, which 
could lead to increased competition for non-
algo stablecoins, such as USDC and USDT. 
The Federal Reserve will also be mandated to 
establish an approval process for new 
stablecoins and to research the implications 
of a digital dollar. 

Recent announcements from AAVE and 
Curve that they are releasing their own 
stablecoins, GHO (Aave) & crvUSD (Curve), 
could mean a race to the bottom as each of 
these applications look to become the key 
stablecoin in the DeFi space.

Liquid Staking Derivatives (LSDs) have been 
growing in prominence post-Merge, 
increasing competition for ETH staking on 
the Beacon Chain, where it would remain 
locked until withdrawals are enabled via the 
Shanghai upgrade (estimated to launch in 9-
12 months). Stakers pay a fee to LSD 
protocols in exchange for a token ⎯
a tokenised version of the agreement (the 
LSD), the staked token remains liquid and 
can be used in other DeFi applications. 

Dominant LSD ETH validator ‘Lido finance’ 
mint stETH in return for staking ETH, 
redeemable at a 1:1 ratio. Binance and 
Coinbase offer their own LSD versions, 
which are known as bETH and cbETH, 
respectively.

LSDs have been observed to trade at a 
discount compared to ETH for several 
reasons, the most prominent ones being the 
liquidity premium and uncertainty of 
withdrawal timing. In fact, different LSDs 
trade at different discounted prices, with 
Coinbase’s cbETH token trading at a greater 
discount to Lido’s stETH. 

A comparison between comparative APYs 
(annual percentage yields for staking) and 
the effective APY (annual percentage yield 
plus interest earned from buying at the 
prevailing “below par” level and holding until 
the asset unlocks) indicates that investors 
can expect a yield appreciation of 1.5% if 
they hold cbETH over stETH. Some of the 
reasons that would explain the greater 
discount observed in cbETH are:Source: Bloomberg

Liquid Staking Derivatives: The 
future of Ethereum staking? 

https://www.bloomberg.com/news/articles/2022-09-20/house-stablecoin-bill-would-put-two-year-ban-on-terra-like-coins?leadSource=uverify%20wall
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Coinbase is subject to actions from 
the US administration. As such, 
Coinbase’s regulatory risk is deemed 
to be higher compared to other LSDs 
validators.

Coinbase is a centralised exchange 
with set processes on transaction 
monitoring. Redeeming cbETH via 
Coinbase might be perceived as 
slower and more complicated 
compared to decentralised 
alternatives, such as LIDO and 
Rocketpool.

The interest rate on cbETH might not 
always be deduced in a 
straightforward manner. 

cbETH is associated with higher fees.
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THE INFORMATION CONTAINED WITHIN THIS COMMUNICATION IS FOR INSTITUTIONAL CLIENTS, PROFESSIONAL AND 
SOPHISTICATED MARKET PARTICIPANT ONLY THE VALUE OF DIGITAL ASSETS MAY GO DOWN AND YOUR CAPITAL AND 
ASSETS MAY BE AT RISK

Copper Technologies (Switzerland) AG (“Copper”) provides various digital assets services (“Crypto Asset Service”) to 
professional and institutional clients in accordance with the Swiss Federal Act on Financial Services (FinSa) of 15 June 
2018 as amended and restated from time to time.

This material has been prepared for informational purposes only without regard to any individual investment objectives, 
financial situation, or means, and Copper is not soliciting any action based upon it. This material is not to be construed as
a recommendation; or an offer to buy or sell; or the solicitation of an offer to buy or sell any security, financial product, or
instrument; or to participate in any particular trading strategy in any jurisdiction in which such an offer or solicitation, or 
trading strategy would be illegal. Certain transactions, including those in digital assets, give rise to substantial risk and are 
not suitable for all investors. Although this material is based upon information that Copper considers reliable, Copper 
does not represent that this material is accurate, current, or complete and it should not be relied upon as such. Copper 
expressly disclaims any implied warranty for the use or the results of the use of the services with respect to their 
correctness, quality, accuracy, completeness, reliability, performance, timeliness, or continued availability. The fact that 
Copper has made the data and services available to you constitutes neither a recommendation that you enter into a 
particular transaction nor a representation that any product described herein is suitable or appropriate for you. Many of 
the products described involve significant risks, and you should not enter into any transactions unless you have fully 
understood all such risks and have independently determined that such transactions are appropriate for you. Any 
discussion of the risks contained herein with respect to any product should not be considered to be a disclosure of all 
risks or complete discussion of the risks which are mentioned. You should neither construe any of the material contained 
herein as business, financial, investment, hedging, trading, legal, regulatory, tax, or accounting advice nor make this 
service the primary basis for any investment decisions made by or on behalf of you, your accountants, or your managed 
or fiduciary accounts, and you may want to consult your business advisor, attorney, and tax and accounting advisors 
concerning any contemplated transactions.

Digital assets are considered very high risk, speculative investments and the value of digital assets can be extremely 
volatile. A sophisticated, technical knowledge may be needed to fully understand the characteristics of, and the risk 
associated with, particular digital assets.

While Copper is a member of the Financial Services Standard Association (VQF), a self-regulatory organization for anti-
money laundering purposes (SRO) pursuant to the Swiss Federal Act on Combating Money Laundering and Terrorist 
Financing (AMLA) of 10 October 1997 as amended and restated from time to time. Business conducted by us in 
connection with the Crypto Asset Service is not covered by the Swiss depositor protection scheme (Einlagensicherung) 
or the Financial Services Compensation Scheme and you will not be eligible to refer any complaint relating to the Crypto 
Asset Service to the Swiss Banking Ombudsman.

It is your responsibility to comply with any rules and regulations applicable to you in your country of residence, 
incorporation, or registered office and/or country from which you access the Crypto Asset Service, as applicable.
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