
Stablecoin: The Promise That Breaks

By Leeann

Stablecoin: The Promise That Breaks

Copyright 2025

By Leeann


Table of Contents

Title Page

Copyright Page

Stablecoin: The Promise That Breaks

Part I: The Safety Net That Isn’t There

Part II: Trusting the Keeper of the Keys

Part III: Laws Written in Sand

Part IV: When the Dollar Disappears

Part V: The Mirage of Liquidity

Part I: The Safety Net That Isn’t There

Chapter 1: What INSURANCE

Chapter 2: Why Stablecoins Lack This Protection

Chapter 3: Risks for Holders During Issuer Failure

Chapter 4: Case Study of Losses from Uninsured Crypto Events

Part II: Trusting the Keeper of the Keys

Chapter 5: How Stablecoins Rely on Private Issuers

Chapter 6: The Danger of Poor Reserve Management

Chapter 7: Fraud, Bankruptcy, and Lack of Oversight

Chapter 8: Lessons from Failed Financial Intermediaries

Part III: Laws Written in Sand

Chapter 9: Global Patchwork of Crypto Regulations

Chapter 10: Risk of Sudden Legal Crackdowns

Chapter 11: Effects of Unclear Rules on Investor Confidence

Chapter 12: Future Regulatory Proposals and Their Impact

Part IV: When the Dollar Disappears

Chapter 13: Why Stablecoins Can Lose Their Peg

Chapter 14: Market Shocks and Liquidity Crunches

Chapter 15: Famous De-pegging Events

Chapter 16: The Psychological Spiral of Panic Selling

Part V: The Mirage of Liquidity

Chapter 17: Redemption Bottlenecks in High Stress

Chapter 18: Freezes and Withdrawal Suspensions

Chapter 19: Impact of Thin Secondary Markets

Chapter 20: Why Liquidity Risk Makes “Stable” Unstable

The Unstable Coin

A coin that claims it’s calm and sound,

Promised steady, all around.

Yet under waves it shifts and shakes,

Its value drifts, and trust it breaks.

Supposed to mirror dollar’s might,

But uncertainty lurks beyond the light.

No insurance to guard the stash,

A sudden crash could come in a flash.

Liquidity may run quite thin,

And confidence wears paper thin.

A crypto castle built on sand,

Unstable coin can slip from your hands.

Regulators watch and sigh,

As markets soar and sometimes die.

A beacon of stability? perhaps in name,

But in the end, it’s playing a risky game.

So hold it lightly, don’t rely,

On promises that might belie.

Stable in word, but unstable in deed,

A coin that tempts, yet feeds the greed.

The Fragile Promise of Stability: Why Stablecoins Are Not So Stable
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Preface: A Dollar in Disguise

The world of money has always been about trust. For centuries, people trusted coins made of gold, then paper backed by governments, and finally digital entries in banks. Stablecoins emerged as the latest chapter in this long history- a promise that cryptocurrency could finally have a steady anchor. Marketed as “digital dollars,” they offered the allure of innovation without volatility, a safe harbor in the stormy seas of crypto.

But the promise hides a paradox. Stablecoins are only stable until they aren’t. Beneath their polished branding lies fragility- legal uncertainty, reliance on private issuers, and the ever-present risk of collapse. Unlike dollars in a bank, they carry no government guarantee. Unlike gold, they have no intrinsic value. They are trust masquerading as certainty.

This book is about that fragility. It explores five deep cracks in the stablecoin promise—five reasons why what appears stable is, in truth, unstable. 
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Part I: The Safety Net That Isn’t There
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Most people never think about the invisible shield protecting their money. They assume the cash in their bank account is safe, and for good reason: it is.  When banks failed by the dozens and people rushed to withdraw their life savings, panic gripped the nation. The creation of insurance, guaranteeing deposits, restored faith almost overnight.

Stablecoins, however, live outside this safety net. Imagine a digital token that looks like a dollar but offers no such guarantee. The collapse of  2022 provides a modern echo of that past panic: billions vanished in days, and investors were left helpless. In this part, we uncover what happens when the shield disappears and why stability without insurance is little more than hope.
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Chapter 1: What INSURANCE  
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Provides in Banking

Imagine the scene in a small American town during the depression. People line up outside a bank, clutching passbooks and trembling with fear, knowing that any moment the institution could fail. This was the reality for millions until the INSURANCE  was created. Suddenly, a federal promise transformed the landscape: deposits were insured up to a limit, and panic began to subside. People could sleep at night, knowing their money was protected.

INSURANCE  does more than reimburse—it reassures. It prevents runs before they start. Every deposit becomes a stable part of the economy because it carries the authority of the U.S. government. This invisible shield is the reason that when a bank fails today, most Americans remain calm. It is not magic; it is trust formalized by law.

Banking in the United States rests on an invisible guarantee. Since the depression, the INSURANCE  has reassured depositors that their money is safe, even if their bank collapses. Up to $250,000 per account, per bank, is fully protected. This guarantee transforms banking from a matter of trust into a matter of law, backed by the full faith of the U.S. government. The result is stability in times of crisis: depositors rarely panic because they know their money is safe. Stablecoins, however, exist outside this safety net. They mimic the appearance of bank money, but without the underlying protections that make bank accounts dependable.
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