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Synthetic On-Ramp Strategy

Avoid Parity Deviation Markup - Capture 50-100 bps in Execution Alpha

PROBLEM VS. SOLUTION

X THE PROBLEM « THE SOLUTION
CURRENCY: TRY (TURKISH LIRA) CURRENCY: TRY (TURKISH LIRA)
Direct TRY = USDT Conversion Two-step via USD Intermediation
— —
@TRY = 9 usoT TRY SPOT FX @USD STABLECOIN e uspT
Parity Deviation Markup: 1-5%+ Execution Alpha Captured: 50-100 bps

HOW THE SYNTHETIC ON-RAMP WORKS

1 2

Convert TRY = USD via Spot FX Convert USD — USDT via Stablecoin

- Traditional market has deep liquidity 1\_L\//l/ - Acquire stablecoins with dollar cash

- Spreads are tight (<0.2%) - Parity deviation disappears (1:1 at USD parity)

« Execution is transparent and regulated SPOT FX « Eliminates the “exit velocity" premium STABLECOIN
WHY THIS WORKS WHY THIS WORKS
The traditional FX market is far larger than the stablecoin on-ramp No currency stress baked into the USD-USDT conversion —no
market — liquidity is abundant. inflation or capital control fears.
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Executive Summary: Three Trends, One Execution Layer

In our prior research, "Three Trends, One Infrastructure Stack", we identified that the silos between
Al, tokenization, and stablecoin payments are collapsing into a single, programmable settlement
layer. In our Convergence Economy thesis, we argue that the compound effects of these trends
converging will exceed what any single trend explains individually.

BIS Working Paper No. 1340, "Stablecoin Flows and Spillovers to FX Markets", provides the
empirical evidence for this shift. It proves that stablecoins are now a causal transmission channel
for shocks into traditional FX markets — not merely correlated with them, but causally linked
through shared financial intermediary balance sheets. For financial institutions, this is the moment
when "crypto risk" stops being a digital asset team's problem and becomes a structural
consideration for every treasury, every FX desk, and every cross-border payments operation.

This brief examines the BIS findings through the lens of the Convergence Economy, maps the
mechanics of contagion, identifies the regional anatomy of the "parity gap," and provides
actionable strategic recommendations for institutions navigating a world where digital dollars and
bank dollars compete for the same financial plumbing.

Stablecoins have created a Parallel FX Ecosystem that is now a causal driver of traditional
currency volatility. When demand for digital dollars spikes, it creates "Intermediary Clogging." The
same banks handling your FX swaps are getting their balance sheets filled with stablecoin risk.
The result? A "Balance Sheet Tax" that hikes the cost of your traditional dollar funding.

For financial institutions, "crypto risk" has evolved into a structural balance sheet tax on
traditional dollar funding. Treasury teams that do not integrate on-chain flow data into their FX
risk frameworks are flying blind.

In distressed FX regimes (ARS, TRY, NGN), the stablecoin premium should be read as the shadow
price of dollar liquidity under capital controls and shallow spot markets, not as a routing
inefficiency that arbitrage desks can neutralize.

The Mechanics of Contagion: “Intermediary Clogging”

The most critical finding for Treasury teams is the Intermediary Link. Historically, it was
assumed that crypto stress stayed in crypto — that stablecoin markets operated in a parallel
universe with limited transmission into traditional financial plumbing. The BIS data proves
otherwise, and the mechanism is elegantly simple, which we’ve enumerated here and illustrated:
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Shared Plumbing. Tier-1 banks and market makers (intermediaries) facilitate both
traditional FX swaps and stablecoin “on-ramps.” The same balance sheet capacity that
supports a $5 trillion/day FX market also serves as the bridge between fiat and digital
dollars.

The “Clog” Effect. When demand for digital dollars (USDT/USDC) spikes — often due to
instability in emerging markets — these intermediaries use up their limited balance sheet
capacity to facilitate those trades. The balance sheet is a finite resource, and stablecoin
flows now compete directly for it.

The Spillover. To compensate for this “clogged” capacity, intermediaries hike the price of
traditional FX swaps. The BIS quantifies this precisely: a 1% increase in stablecoin inflows
results in a 5-10 basis point widening of the dollar premium (Covered Interest Parity
deviation).

This is the “Transaction Coordination” compression we predicted in our Convergence Economy

research. As stablecoins become the settlement layer for the internet, they are competing for
the same physical “pipes” as global trade finance. The silos have collapsed — and the BIS has
now provided the statistical proof.

STAGE 1: THE SHARED INFRASTRUCTURE

Tier 1 Banks & Market Makers: Single Balance Sheet

Serves $5T/day FX market AND stablecoins on-ramps

Stablecoin Capacity Residual Capacity

« Currency conversions « Fiat on-ramps (TRY, ARS) = Other intermediation
«+ Cross-border settlements + USD/USDC conversions + Portfolio flows
« CIP derivatives - EM demand spikes - Contingencies
o
~509% capacity Growing: 80 Depleting: 20%

STAGE 2: THE CLOGGING & SPILLOVER MECHANISM

+ FX swap spreads: Normal + Emerging market instability (TRY, ARS)
+ Stablecoin flows: Moderate + Stablecoin inflows: Massive
« CIP: Within balance sheet tolerance - FX swap spreads: Widen
+ Banks/balance sheets: Priced capacity « Traditional FX activity: NOW CONSTRAINED
Both FX and stablecoins can flow freely CIP widens by +5-10 bps (BIS-measured)

STAGE 3: REGIONAL PARITY GAPS (Market Stress Indicator)

Avg. Premium Avg. Premium Avg. Premium
= o —
1.08% 1.06% 4.54%
Peak deviation Peak deviation Peak deviation
+23.36% +37.95% +24.89%
Widened beyond baseline Widened beyond baseline Widened beyond baseline

STAGE 4: THE CAUSAL CHAIN (Empirically Proven by BIS WP 1340)

o Stablecoin Balance Sheet e CIP Deviation o Your Costs
Surge — Pressure > Widens e Rise

Capacity outgrows Capacity consumed +5-10 bps llar funding
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The intermediary clogging mechanism means that a crisis in emerging market stablecoin demand can

directly increase your institution’s cost of dollar funding through traditional FX swaps — even if
your institution has zero direct crypto exposure. This is cross-market contagion through shared
balance sheet constraints, and it is now empirically established.

Regional Anatomy: The “Parity Gap”

The BIS report identifies massive Parity Deviations — the price difference between buying a dollar
via a bank versus buying a “digital dollar” (stablecoin) on an exchange. This gap represents the
efficiency cost of legacy financial friction, and it varies dramatically by jurisdiction:

Turkish Lira (TRY) 1.08% 20.98% Stablecoins act as the “real” market
rate during inflation

Nigerian Naira 4.54% 24.39% Severe liquidity shortages in traditional
(NGN) banks drive the premium

Argentine Peso 1.06% 14.80% Stablecoins bypass capital controls,
(ARS) creating a “Parallel FX” rate

These gaps are not curiosities — they are leading indicators. When the “Parity Gap” widens, a spot
FX devaluation usually follows within days. At NextFi Advisors, we view these deviations as a real-
time stress test of a nation’s financial infrastructure. A widening Parity Gap signals that market
participants are losing confidence in the official exchange rate and are willing to pay a
premium for “exit velocity” through digital dollars.

Crucially, this "Parity Gap" does not exist because market participants are failing to route trades
efficiently. In many of these markets, official spot FX is constrained by capital controls, quota
systems, or simple lack of depth. If deep, freely accessible spot liquidity actually existed at the
official rate, arbitrage desks would collapse the premium. The persistence of the gap is evidence of
a physical dollar shortage, not an execution bug.

For financial institutions with emerging market exposure — whether through correspondent
banking, trade finance, or portfolio allocation — the Parity Gap is a signal that should be
integrated into FX risk dashboards alongside traditional macro indicators.
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The Next Frontier: x402 and Agentic Al Payments

As we outlined in our prior report “x402: The Payment Infrastructure of Agentic Al”, the rise of
autonomous Al agents requires a new kind of payment rail — one that can execute value transfers
without human intervention, at machine speed, with programmable settlement logic.

e The x402 Protocol. This is the emerging standard for Al agents to execute autonomous
value transfers. Built on HTTP status code 402 (“Payment Required”), x402 enables
machine-to-machine payment negotiation and settlement without human intermediation.

o The Stablecoin Link. Stablecoins provide the “programmable money” that x402 uses for
settlement. They are the natural denomination for autonomous payments because they are
natively digital, programmable, and denominated in dollars — the unit of account that Al
systems are optimized for.

o The Strategic Risk. If your institution’s Al agents are settling via stablecoins, your
operational costs are now tied to the “Intermediary Clogging” described above. If the crypto
market is stressed, your Al agent’s transaction costs will spike alongside traditional FX
swap costs. This creates a new category of operational risk that most institutions have not
yet modeled.

Below we’ve illustrated how the x402 protocol is used by the various layers involved in autonomous
Al payment and settlement, and why it matters.
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LAYER 1: Al Agents (Autonomous Value Exchange)

Agent A negotiates Agent B exchanges Agent C
Seeks service Provides service Autonomous
or asset or asset buyer/seller

LAYER 2: x402 Protocol (Machine-to-Machine Negotiation)

REQUEST (Agent A — Agent B): RESPONSE (Agent B — Agent A):
HTTP 402 Payment Required Payment Invoice Generated
« Service/asset details specified + Stablecoin denomination (USDT/USDC)
- Price negotiation parameters included - Payment address and deadline

LAYER 3: Stablecoin Settlement (Programmable Money)

Stablecoin Transfer Smart Contract Service Delivery
USDT / USDC Execution Agent A receives
Deterministic, Conditional logic, asset/service.

programmable, escrow release, No intermediary
machine-readable atomic settlement needed.

THE CONVERGENCE: Why This Matters

Operational Cost Linkage Strategic Risk: Unknown Exposure

Your Al agents' settlement costs are now tied to Most institutions deploying x402 agents don't yet
stablecoin market conditions. If crypto is stressed, understand they're embedded in the stablecoin-FX
your intermediary clogging spike occurs. transmission channel. This is a hidden structural risk.

This is the Convergence Economy in action: Al infrastructure, stablecoin payments, and traditional
FX markets are now mechanistically linked. An institution that deploys agentic Al for cross-border
operations without understanding the stablecoin-FX transmission channel is building on
infrastructure it does not fully control.

Strategic Actions to Consider

For Architecture: The “Synthetic On-Ramp” Strategy

Do not pay the “Parity Deviation” markup.
The Action: Instead of buying stablecoins with local fiat (e.g., Lira or Naira);

e Route through a Synthetic On-Ramp (we illustrate this below). Convert local fiat to USD in
the traditional spot market first, then acquire stablecoins.

e NextFi Advisors specializes in architecting these multi-rail execution strategies to capture
50-100bps in “hidden” alpha that institutions are currently leaving on the table by using
direct local-currency-to-stablecoin conversion.
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This architecture assumes the institution has access to meaningful spot USD liquidity at or near
the official rate. In severely distressed, control-heavy regimes, the stablecoin premium functions
as the true market price of hard dollars, and no routing trick can fully bypass that balance sheet
reality. In those contexts, the strategic question shifts from "how do we avoid the premium?" to
"how do we budget for and hedge the balance sheet tax that premium represents?"

For Risk: On-Chain Flow Monitoring
Traditional macro indicators are too slow for the Convergence Economy.
The Action: Integrate “Net Stablecoin Inflows” into your FX risk dashboards;

e The BIS report proves that a surge in stablecoin buying causes a 5bps local currency
depreciation.

e Use this on-chain signal to adjust your fiat hedges before the traditional spot market reacts.
This is not speculative — it is empirically validated by the BIS’s Granular Instrumental
Variable methodology.

For Infrastructure: The Counterparty Audit
Does your primary FX broker also serve as the main liquidity provider for your stablecoin issuer?

The Action: Conduct a Sensitivity Audit;

e Ensure your traditional FX swap lines are not drawing from the same balance sheet
“bucket” as your digital asset operations.

e Diversifying your intermediary stack is the only way to insulate your firm from cross-market
contagion.

e |fthe same Tier-1 bank is providing your FX swap capacity and your stablecoin on-ramp
liguidity, you have concentrated counterparty exposure that the BIS data shows will be
exploited during stress events.

Below we’ve illustrated the “synthetic on-ramp” strategy that will allow users to avoid parity
deviation markups while also capturing the execution alpha.
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Synthetic On-Ramp Strategy

Avoid Parity Deviation Markup - Capture 50-100 bps in Execution Alpha

PROBLEM VS. SOLUTION

X THE PROBLEM

CURRENCY: TRY (TURKISH LIRA)
Direct TRY - USDT Conversion

@y — @ usor

Parity Deviation Markup: 1-5%+

HOW THE SYNTHETIC ON-RAMP WORKS

1

Convert TRY = USD via Spot FX
- Traditional market has deep liquidity

+ THE SOLUTION

CURRENCY: TRY (TURKISH LIRA)
Two-step via USD Intermediation

@ 3, @O 2, @ UsoT

Execution Alpha Captured: 50-100 bps

2

Convert USD — USDT via Stablecoin
- Acquire stablecoins with dollar cash

- Spreads are tight (<0.2%) L\\//r

+ Execution is transparent and regulated SPOT FX

- Parity deviation disappears (1:1 at USD parity)

- Eliminates the "exit velocity” premium STABLECOIN

WHY THIS WORKS
The traditional FX market is far larger than the stablecoin on-ramp
market — liquidity is abundant.

WHY THIS WORKS
No currency stress baked into the USD-USDT conversion —no
inflation or capital control fears.

COMPARISON: DIRECT VS. SYNTHETIC

Direct Route
TRY - USDT (Direct)

Synthetic Route
TRY = USD - USDT (Two-step)

COST PER $100 COST PER $100

Parity Markup: 1-5% (inflation baked in)
Final cost on $100 USDT: $101-$105 TRY spent

Spot FX spread: ~0.2% (+ minimal stablecoin fee)
Final cost on $100 USDT: $500.0-$100.5 TRY spent

Key Signals & Significance

CIP (Covered Interest When CIP breaks, it signals bank balance
Parity) borrowing and “swapped” dollar borrowing sheet stress — and stablecoin flows now

The mathematical “law” that direct dollar

should cost the same cause these breaks

Parity Deviation The markup paid for “digital dollars” over “bank A leading indicator of spot FX devaluation;
dollars” in a given currency widens days before official rate adjustments

x402 Protocol Usage The standard for autonomous, machine-to- Links Al operational costs to stablecoin
machine payments settled in stablecoins market conditions and intermediary capacity

GIV (Granular The statistical method the BIS used to prove Elevates this from correlation to established

Instrumental Variable) that stablecoin demand causes (not merely causal mechanism

correlates with) traditional market shifts
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Intermediary Clogging The mechanism by which stablecoin demand The transmission channel that connects
consumes shared balance sheet capacity, “crypto risk” to your FX swap pricing
raising traditional FX costs

Synthetic On-Ramp Converting local fiat to USD in traditional spot Captures 50-100bps in execution efficiency
markets before acquiring stablecoins versus direct local-to-stablecoin conversion

THE STRATEGIC BOTTOM LINE

The BIS has empirically established what the Convergence Economy thesis predicted: stablecoins, Al
infrastructure, and traditional FX markets are no longer separate systems. They share intermediaries,
compete for balance sheet capacity, and transmit shocks across previously siloed markets.

The institutions that integrate on-chain flow data into their FX risk frameworks, diversify their
intermediary stack, and architect efficient stablecoin execution strategies will capture the alpha.
Those that continue treating “crypto” as a separate risk category will find the costs showing up in their
FX swap pricing, their Al operational expenses, and their cross-border settlement efficiency — whether
they realize it or not.

About NextFi Advisors

NextFi Advisors, Inc. partners with banks, asset managers, funds, and fintechs to design, de-risk,
and execute strategic Al and digital asset transformation initiatives — at a fraction of the cost of
traditional consultancies. Our capabilities span Al operating model design, multi-agent
architecture advisory, tokenization frameworks, stablecoin-based payments solutions, and
strategic market intelligence.

Contact: barry.eisenberg@nextfiadvisors.com | Web: www.nextfiadvisors.com

Sources: BIS Working Paper No. 1340, “Stablecoin Shocks,” 2026, NextFi Advisors, “Three Trends, One Infrastructure Stack,”
2026; NextFi Advisors, “x402: The Payment Infrastructure of Agentic Al,” 2026; NextFi Advisors, “The Convergence Economy,”
2025.
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