
Tether	-	The	Rise	of	the	Unofficial	Global	Dollar

Tether	is	one	of	the	most	profitable	private	companies	that	you’ve	probably
not	 heard	 of.	 Founded	 in	 2014,	 it	 has	 no	 consumer	 facing	 app,	 very	 little
name	recognition	outside	of	crypto	circles,	and	a	very	small	team	numbering
only	in	the	low	hundreds,	yet	it	rakes	in	billions	each	year,	with	reported	net
profits	of	$13.7	billion	in	2024.

What	Is	Tether?

Tether	 is	a	cryptocurrency	company	that	 identified	a	crucial	need	for	digital
dollars.	 By	 leveraging	 the	 infrastructure	 of	 the	 cryptocurrency	 industry,	 it
was	 among	 the	 first	 to	 create	 what	 is	 now	 known	 as	 a	 stablecoin.	 While
Tether	dominates	 the	stablecoin	market,	 it’s	 just	one	of	approximately	200
players	 in	a	booming	ecosystem	of	projects	driving	 innovation	 in	payments
and	finance.

What	Is	a	Stablecoin?

A	stablecoin	is	essentially	a	digital	token	designed	to	maintain	a	stable	value,
typically	by	being	pegged	to	the	US	dollar	at	a	1:1	ratio.	Unlike	volatile	digital
currencies	 like	 bitcoin,	 stablecoins	 aim	 for	 predictability,	 appealing	 to	 users
around	the	world	who	lack	access	to	traditional	banking		or	 live	in	countries
with	unstable	currencies	-	such	as	Venezuela	or	Turkey.		

A	stablecoin	 like	Tether	(USDT),	 held	on	a	 smartphone,	 essentially	 acts	as
a	digital	dollar.	It	enables	fast,	borderless	transactions	-	whether	domestic
or	cross-border	and	provides	a	store	of	value	for	those	who	might	otherwise
be	excluded	from	traditional	finance.

In	 theory,	 the	 model	 is	 quite	 simple:	 a	 company	 like	 Tether	 raises	 capital,
which	 it	 holds	 in	 reserves	 (primarily	 in	 US	 Treasury	 bills	 and	 other	 liquid
assets).	Against	those	reserves,	it	issues	digital	tokens	on	a	cryptocurrency
network,	maintaining	a	one	to	one	peg	with	the	US	dollar.

The	 US	 is	 making	 significant	 progress	 in	 establishing	 regulations	 for	 this
sector,	with	the	GENUIS	Act	(Guiding	and	Establishing	National	Innovation	for
US	Stablecoins),	passing	through	the	Senate	last	week.

A	Profit	Powerhouse

At	the	end	of	the	first	quarter	in	2025	the	company	reported	total	assets	of
$149	billion,	of	which	$121	billion	was	invested	in	liquid	US	Treasury	bills	and
cash	 equivalents.	 It’s	 liabilities	 (mostly	 the	 digital	 tokens)	 amounted	 to
$143.6	billion.

This	efficiency	stems	 from	 its	business	model:	Tether	earns	 interest	on	 the
reserves	 backing	USDT,	 primarily	 through	 investments	 in	 US	 Treasury	 bills.
it’s	profit-per-employee	ratio	is	among	the	highest	in	history.

To	 get	 a	 sense	 of	 Tether’s	 potential	 value,	 consider	 recently	 listed	 Circle,
which	 issues	 a	 stablecoin	 called	 USDC.	 Despite	 lower	 margins	 and	 growth
potential,	Circle	reported	net	income	of	$155m	in	2024,	yet	the	market	cap	is
approximately	$65	billion.

The	Road	Ahead

As	digital	 finance	continues	 to	evolve,	Tether’s	 influence	 is	 likely	 to	expand.
The	global	adoption	of	stablecoins	is	still	in	its	early	stages	but	its	clear	that
government	 regulators	are	starting	 to	embrace	 them.	Meanwhile,	 traditional
banks,	drawn	by	the	enormous	profit	potential,	are	also	seeking	a	way	in.

Ian	De	Lange	CA(SA)
Chief	Investment	Officer

If	you	have	any	questions,	Ian	and	our	team	would	love	to	hear	from	you	on
global@seedinvestments.co.za.
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