Date: [Insert Date]

To: [Insert Recipient Name/Stakeholder Group]

Subject: Risk Advisory: Stablecoin Liquidity and Reserve Audits
Dear [Recipient Name],

This letter serves as a formal risk advisory regarding the liquidity profile and reserve verification
processes of stablecoins currently held or utilized within your portfolio. As the digital asset
market evolves, the stability of pegged assets remains dependent on the quality of underlying
collateral and the transparency of audit practices.

1. Liquidity Risk

Market volatility can lead to sudden increases in redemption requests. If the issuer holds illiquid
assets or lacks sufficient cash equivalents, there is a risk of a "run" on the stablecoin, potentially
leading to a de-pegging event where the asset trades below its intended value.

2. Reserve Quality and Composition

Not all reserves are equal. Risks vary significantly between assets backed by physical
cash/treasuries versus those backed by commercial paper, other cryptocurrencies, or algorithmic
mechanisms. Diversification and credit quality of the reserve basket are critical to long-term
solvency.

3. Audit and Attestation Limitations

Users should distinguish between a "proof of reserve," a monthly "attestation," and a full
"financial audit." Attestations only provide a snapshot in time and may not reflect the issuer's
liabilities or the continuous availability of funds. The absence of real-time, third-party verified
reporting increases counterparty risk.

4. Regulatory and Legal Risks

Changes in jurisdictional requirements may impact an issuer's ability to maintain reserves or
process redemptions. Legal claims against an issuer can also freeze reserve accounts, directly
impacting the liquidity of the stablecoin.

Recommendation:

We advise a thorough review of the latest transparency reports for each stablecoin asset.
Emphasis should be placed on those providing high-frequency attestations from reputable
accounting firms and those maintaining a high percentage of highly liquid, low-risk collateral.

Please contact our risk management department if you require a detailed analysis of specific
stablecoin exposures.

Sincerely,



[Your Name/Organization Name]
[Your Title]
[Contact Information]



