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Coinbase Global, Inc. 
Fourth Quarter and Full Year 2022 Analyst Call 
February 21, 2023  

Anil Gupta, Vice President, Investor Relations:  Good afternoon, and welcome to the Coinbase Fourth 
Quarter and Full Year 2022 Analyst Q&A Call.  Joining me on today’s call is Alesia Haas, CFO.  Before we get 
started, I’d like to remind you that during today’s call, we may make forward-looking statements.  Actual results 
may vary materially from today’s statements.  Information concerning risks, uncertainties and other factors that 
could cause these results to differ is included in our SEC filings.   

Our discussion today will also include references to certain non-GAAP financial measures.  Reconciliations to 
the most directly comparable GAAP financial measures are provided in our shareholder letter on our investor 
relations website.  Non-GAAP financial measures should be considered in addition to, not as a substitute for 
GAAP measures.   

And with that, Paula, I’ll turn it back over to you for the first question.   

Operator:  Thank you.  Our first question comes from Stephen Glagola of Cowen.   

Stephen Glagola, Cowen: Hi. Thanks for the question. I just want to unpack transaction expenses a bit more, 
Alesia. Unless I misinterpreted last quarter on the analyst call, I think you stated that expenses associated with 
the USDC rewards payout was going to transaction expense. And now on your updated shareholder letter, it’s 
saying that USDC revenue does not have transaction expense.   

So I guess my question here is where is the APY rewards payout to customers being recognized, one?  And 
then two, it seems like structural transaction revenue gross margins are improving due to, you call that some 
optimization efforts, and reductions in transaction losses.  Maybe just provide more color here on what's going 
on there. Thank you.   

Alesia Haas, CFO: Thanks for the question and giving us the opportunity to clarify.   

So, you're right. We had not been paying out material rewards until recently when we’ve launched the higher 
reward rate.  And so we were still assessing what the right accounting treatment for that would be. We’ve 
made a final determination, and that accounting treatment is going to be recorded as a sales and marketing 
expense, because it’s really more like a loyalty reward program that we’re running on USDC. So as such, 
there’s no expenses within transaction expenses related to USDC, either historically or going forward in the 
financial statements that you see.   

What there is running through transaction expenses are transaction expenses related to our trading revenues.  
So we have fraud losses, we have miner expenses, we have some hosting expenses, account verification 
fees. And we also have staking rewards that are paid out on our staking revenues.   

If you look historically in our financials, what you’ll see before we had staking revenues, the transaction 
expenses were in the mid-teens. And so that’s the area that historically we’ve seen just trading revenues 
transaction expenses kind of moderate to.   

Staking is very different, because we pass on 75% roughly of that reward to our users. And so the mix of 
revenue will really change what the transaction expenses, the percent of revenue will be on a quarter to 
quarter basis, depending on if we see more staking revenue, more USDC revenue, versus more trading 
revenue at any given period.   
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We have focused on optimizing expenses across the board, and we’ve really seen expense optimization then 
is on transaction expenses related to the user verification, onboarding, tightening controls related to our losses, 
our fraud losses. And so that transaction expense pertain to the trading business, we’ve been able to really 
optimize. Staking is just a passthrough. Does that help clarify, Stephen?   

Stephen Glagola, Cowen: Yes, that was a lot. Just to be clear though, on the sales and marketing going on 
forward, that will - that’s where the payout will be for the USDC rewards. Okay, great. And then can you - on 
the transaction expenses for the gross margin there, like, are we not talking like high single digit, low double 
digit versus that 15% going forward?   

Alesia Haas, CFO:  No, we’re talking about still mid-teens, because the mid …   

[INAUDIBLE] 

Alesia Haas, CFO:  … staking revenue is 75%. And so that’s really the mix of transaction revenue, staking 
revenue.  So we gave a Q1 estimate only at this time, it’s mid-teens. Going forward, depending on mix shift of 
that revenue, we’ll provide an updated outlook as we go.   

Stephen Glagola, Cowen:  Yes, I was just saying like, pure, the pure transaction revenue without - excluding 
the staking.   

Alesia Haas, CFO: We haven’t given out a specific number. But you see mid-teens, and we’ve optimized from 
there.   

Stephen Glagola, Cowen: Got it. Thank you very much.   

Operator: Your next question comes from the line of Simon Clinch from Atlantic Equities.   

Simon Clinch, Atlantic Equities:  Hi, Alesia. Thanks for taking my question. I just want to ask a broad 
question, just about the strategic investment priorities for the company. In the face of the new focus on being 
profitable throughout the cycle now, clearly, you will have to prioritize your investment focus. And I'm just 
wondering what are the key areas where you see the options for investments, and also the areas which you 
are going to be putting, I guess, pushing to the sidelines, and just how you're thinking about that?   

Alesia Haas, CFO: Thanks for the question. So, we’re continuing to focus our resource allocation with the 
70/20/10 allocation framework that we’ve spoken about previously, or about 70% of our resources are 
dedicated to our core products. These are the most mature products we have that we have seen strong 
product market fit. It could be trading, USDC is in there, there’s custody, like the exchange - I'm sorry, the 
trading platform. So these are the products that incur about 70% resources. Then we have about 20% to our 
strategic, and 10% to our ventures initiatives. The venture products are ones that we rarely talked about 
publicly because they're so early in their development, that they haven’t yet received product market fit in some 
cases.   

What we did is we really first focused on optimizing expenses against the core, and we really went detail by 
detail, vendor by vendor, team by team, to look where we could optimize and just really drive efficiency. When 
we did that, that brought down the expenses that we were allocating in the core, and we then rightsized the 
expenses to strategic ventures to stay within our framework.   

We have done two things. We have exited certain products. So for example, we exited the Japan market.  
We’ve taken some other products that we haven’t talked a lot about publicly and exited them. They were much 
more in our developer products, that is where we really made those changes. And then what we’ve done is 
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we’ve moved a number of products to what we call keep the lights on. And what that means is we’ve really 
reduced the resources just to bare maintenance mode for some of the more venture products within retail. But 
we haven’t seen strong revenue development yet. But we think that there could be a future market opportunity.  
We’re just too early to the product.   

That gives us the ability to have a product still in market, but we don’t have significant cost behind it, and 
enables us to get a little bit leaner as we go through this.   

We also have to change the approach to funding new initiatives. And kind of, we overstaffed NFTs when we 
first launched it. We are running very lean teams in the venture portfolios, where we’re treating them as like, 
seed startups to ensure that they are getting product market fit, they're seeing performance, before we add 
expenses to them. So we haven’t changed the investment priorities significantly.  We are building product 
portfolios around our three core segments, which are the customer groups that we are focused on. And we are 
just being very disciplined in how those resources get allocated. But we haven’t had a major shift in 
prioritization and we haven’t had a shift in geography, or a shift in the types of products or services that we’re 
offering to our customers.   

Simon Clinch, Atlantic Equities: Okay, that’s really useful. Thanks. And just as a quick follow up, maybe 
could you just touch on Coinbase One? You have called out as a key part of the other revenue line. I'm just 
wondering, any updates there on some user stats, or metrics, and how you're thinking about it?   

Alesia Haas, CFO: So we’re continuing to see good user adoption. It is not yet material enough to call out 
significant steps, or revenue, which is why it’s bucketed in other revenue. But we’re pleased to see both the 
engagement of users as they engage with Coinbase One, we tend to see more engagement with our products 
and services, as well as we continue to see good user adoption of that product. So we’re excited with what we 
see, but nothing more to share at this time.   

Operator: Your next question comes from the line of John Todaro from Needham & Company.   

John Todaro, Needham & Company: Great. Thanks for taking my question. I guess two questions here.  
First, as it relates to regulation. So, appreciate Paul’s comments on how the Coinbase staking product is - you 
guys do different from Kraken’s. But in the event that the SEC doesn’t see it that way, what is kind of - what 
happens with that product? So say, if you do get a Wells notice and you guys have indicated in the past that 
you're willing to kind of take it to the courts, assuming that’s a longer term process, would that product continue 
to exist while that’s determined? And then I have a second question.   

Alesia Haas, CFO: Sure. Thanks for the question.   

I hate to give you this loose answer, but I think it will depend. So as we said, our staking products are 
fundamentally different, and we believe that they are not securities based on the design because of the nature 
of - our product essentially is a software product where we are facilitating staking on the customer. But the 
customer can go stake on their own and then get the same reward. They would just have to run a staking 
node.   

So a Wells notice isn't to shut the product down. A Wells notice is there’s going to be legal action on behalf of 
the regulator to the company. The company has a chance to respond. It’s possible the Wells notice is 
something that we can make a change to the product to and continue to offer it. It’s possible that it would be 
something that we will have to resolve through our core system. So it’s hard to assess, and that’s also just 
particularly to the U.S. And so we would still likely be able to offer it to our international customers.   

 



4 

I think it’s important to note that at the end of 2022 staking, because we pass on those rewards to our users, 
was about 3% of our net revenue. So it wasn’t material to the overall revenue in 2022. It is something that we 
think is critical to the overall crypto ecosystem, and we do believe that this is a - it keeps crypto alive. I mean, 
these are running protocols, and running networks to make them stronger and more secure, more operationally 
efficient. And so we think this is a critical piece of the infrastructure, which is why we said that we may need to 
resolve this in the court system. But I would be speculating on exactly how this plays out and what that impacts 
to our revenue and to our product.   

John Todaro, Needham & Company: Great. Thanks for that. Second question, quickly here. Is this some of a 
retail takeaway bump up? So I understand the advance trading mix is lower, which would lead to that higher 
take rate. I'm still trying to understand why.  Is this because with the migration from Coinbase Pro, there were 
some of those users that went to the consumer app where they had higher fees?   

Alesia Haas, CFO: That’s right. So a couple of things happened. One, I think it’s important to note we saw all-
time low volatility in the month of December. So following the elevated trading after FTX in November, 
December was a very low month for the Pro traders. At the same time, we were migrating those users to a new 
product. And so some of those did trade through simple, they were getting familiar with the new product.  And 
we’ve seen that kind of sort itself out now as we go to January. But we did see that change in behavior would 
show that fee rate increase in the quarter.   

Operator: Your next question comes from the line of Chris Brendler from D.A. Davidson.   

Chris Brendler, D.A. Davidson: Hi, thanks for taking my questions. Alesia, I just wanted to follow up on that 
last question. It was kind of the area I was focused on as well.   

Can you just - in terms of the increase in the retail transaction rate, now that we’ve sunsetted the Coinbase Pro 
product, is that transition complete, or we will see another quarter of benefit, or half quarter of benefit in the first 
quarter? And if you could just sort of talk about, maybe just the sequential movement, how much of that was 
just volume-related, and how much of it was mix related? And then a follow up. On the institutional side, if that 
rate continues to go down, is that still a mix issue, or is there anything changing on the institutional side just 
causing that take rate compression? Thanks.   

Alesia Haas, CFO: Thanks. Alright. So back on the consumer. We’re in the process of deprecating Pro, which 
was the standalone product, and migrating all users to our combined retail apps, which includes both the 
simple and advanced trading features.  That is not 100% complete, although we’ve made substantial progress 
towards that goal in the fourth quarter.   

We don’t have the exact attribution. But I think it’s important to note that this was really mixed, and we saw just 
a higher mix of simple volume as compared to advance volume in the month of December, which was really 
what we believe is mostly driven by low volatility in crypto market prices.   

We haven’t provided a formal outlook for Q1 in terms of our fees. But we did share with you all what our 
January revenue was. And you can see the public volume on that. And embedded in that is where the fees 
have come out.   

We’re continuing to experiment with fees. Our blended average fee rate is a mix of several factors; customer 
behavior, trading volume mix, it includes fiat to crypto, crypto to crypto. And so we’ve been experimenting with 
fee structures. For example in Q4, we made it free to trade USDT versus USDC pairs. And we’ve optimized in 
other areas. So I don’t have an outlook for you specifically for Q1, but I just would comment that we’ve 
provided you kind of a framework to think about our revenue. We don’t focus on the fee being the thing that we 
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are driving for, because there’s so many different variables that go into the output of fee rate that you’ve seen 
in our financial statements on the retail side.   

Switching to insto, the blended average fee rate did decrease to 1.2 from 1.5 quarter to quarter. The primary 
driver was that we have lower fees associated with our LP or our market maker program. And these lower fees 
led to higher market share.   

Again, we haven’t provided a formal Q1 outlook. But two things that I want to mention that we said in the 
shareholder letter. We have a renewed focus on profitability and efficiency. So we are driving profitability. So 
keep in mind, we may evaluate those discounts that we’ve offered. And then there’s some public commentary 
suggesting we’ve lost share so far in Q1 and not analysis of taking up on trends in our insto business. So the 
fee rates are very correlated to market maker trading volume.   

Chris Brendler, D.A. Davidson: Okay, great. That’s helpful. One quick follow up if I could. Very curious about 
the disclosure of subscription and services revenue based on current crypto prices that you’ve showed on the 
share letter. It’s my understanding, wouldn’t - I think across these different categories, interest income would 
not be affected by those level of crypto prices. I would think if the Coinbase One fee subscriptions wouldn’t be 
affected, earn campaign is kind of small. So is it mostly blockchain revenue and staking revenue that’s affected 
by that magnitude of that increase sequentially?   

Alesia Haas, CFO: Exactly right.   

Chris Brendler, D.A. Davidson: Awesome. Congratulations. Thanks.   

Alesia Haas, CFO: Thank you.   

Operator: Your next question comes from the line of Trevor Williams of Jefferies.   

Trevor Williams, Jefferies: Great, thanks. Good afternoon. I wanted to follow up just on the profitability 
outlook discussion on the earlier call, and maybe just ask it a different way. If we compare your revenue and 
expense bases relative to 2020, you were GAAP profitable, yet over $500 million in EBITDA. On a revenue 
base, that’s well below kind of what the implied run rate is for this year. Just on the expense side, how much of 
what's been added in the last two years do you think you can continue to flex back down to match the 
operating environment versus what have been more fixed cost increases related to, whether that’s 
infrastructure, compliance, whatever else? Just any way you can dimensionalize kind of the increase in the 
expense base and how much flexibility you feel like you still have on it. Thanks.   

Alesia Haas, CFO: Thanks for that question.   

So the way that I would look at this is what you can see about the product changes since 2020 and the 
geographic changes since 2020. And many of those products and geographies that we’ve extended into our 
venture category and very nascent. So some examples are we’ve shared publicly that we have entities now in 
Brazil, in Australia, in Canada. We’re seeking all of those new product markets in a way that’s consistent with 
our brand, where we are compliance first, we’re getting licenses, we’re setting up legal entities, we are building 
fiat rails. Those are fixed costs that proceed revenue in many cases.   

Similarly, we’ve shared that we have launched a derivative exchange, and we’re pursuing a derivative 
brokerage option. Those are regulated businesses. There’s quite a big amount of fixed cost to be able to invest 
pre-launch where we need to build the right procedures, policies, compliance, infrastructure, changes to 
onboarding. So we have definitely invested in new products and new geographies that did not exist in 2020 
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that are adding to the expense base, that we believe are the right investments to grow the total addressable 
market, to expand our products, but are still in the venture kind of bucket. 

We have not invested significant amounts in the core products that are the products that we have in 2020, and 
really eroded our margins. You can't see that through the financials that we provided today and the format that 
we provide them. But the way I think about this is just looking at the portfolio of products, and kind of what you 
see it show up in revenue versus what you’ve heard us speak about in terms of things that we’re working on, 
versus what we had in 2020. That gives you a sense of where the investments have really been made.   

Trevor Williams, Jefferies: Okay, got it. Thank you very much.   

Operator: Your next question comes from the line of Alex Markgraff of KeyBanc Capital Markets.   

Alex Markgraff, KeyBanc: Hi, team. Thanks for taking the question. Maybe just first one as it relates to 
staking. I guess I just wanted to understand, is there anything that you all need to do on the product side to 
ensure that Coinbase customers can immediately take advantage of the Shanghai upgrade scheduled for 
some time this spring?  Just kind of curious in terms of implications of how staking activity could ramp on the 
platform (inaudible) upgrade. Thank you.   

Alesia Haas, CFO: Thanks for the question. So, it’s definitely something that we are contributing to both as 
part of the involvement in the developer community and also preparing for our own platform. So we prepare to 
offer our customers access to liquidity as it becomes available with the Shanghai Fork. 

I think that that is not entirely clear on the timing. This is out of our control, as well as how quickly liquidity will 
be available, also out of our control. But we will, as we were with the merge, and we are with all prior 
developments and experiments, [inaudible] of really an important ecosystem and important to our customers.  
And so we will try to be as ready as we can to support our customers with all changes on the underlying 
protocol.   

What we expect to see over the long-term, we do think liquidity is an important feature, for Ethereum 
specifically. And so we’re optimistic that that will unlock more interest in staking in that asset. And so the 
people will be able to gain access to a liquid staking asset that is so prominent and has such a large market 
cap. But we don’t have a prediction, we don’t have a forecast that we’re offering for that today.   

Alex Markgraff, KeyBanc: Okay, that’s helpful. And then I know this question was kind of just asked.  But I 
just wanted to maybe go back to some of the OpEx commentary, and some of the comments in the prior call 
about the kind of new philosophy around EBITDA.   

You’ve obviously taken some pretty swift actions so far to kind of help with this repositioning. But I think you 
also mentioned that it’s not something that will happen overnight. So I guess I'm just curious in your view, is 
there more to do on the OpEx side of the house to kind of reinforce that whether EBITDA breakeven or positive 
positioning, if that’s clear?   

Alesia Haas, CFO: Sure. So it’s important for us to continue to invest in the next generational products and 
services. So as we shared with you our investment structure, it’s 70% core, 20% strategic, and 10% venture.  
We could always cut back to core if that was what we see - we don’t think that’s the right thing to do for our 
investors, we don’t think that’s the right thing to do for our company.   

And so we do still have volatility in transaction revenues. There are scenarios, like we saw with the episodic 
events of 2022 with FTX, with Terra Luna depegging, where there were just idiosyncratic hits that impacted the 
crypto market cap, impacted consumer sentiment, but then the market fully rebounded after that.   
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And so our view is that we are preparing for a range of outcomes for 2023.  We’re looking to improve EBITDA 
in absolute terms in 2023, and continue to build that diversified revenue so that we position ourselves that we 
can be then EBITDA positive in ups and down market.  But we’re not committing to that in 2023.  We’re just 
committing to a year over year improvement.  And we think that’s important as we come off of a very - a year of 
a lot of change to the overall market.  And we’re going to go through them in an expectation of a lot of change 
on the regulatory front this year.  And so we’re not prepared to commit to more than the improvement.  But we 
think that’s the right goal and that we think that we’ll continue to diversify revenue and continue to improve our 
financial performance over time.   

Alex Markgraff, KeyBanc: Okay, that makes sense. Thank you very much.   

Operator: Your next question comes from the line of Ben Budish from Barclays.   

Chris O’Brien, Barclays: Hi, this is Chris, on for Ben. Just a question about the disclosure around the 
increased institutional customers onboarding on Coinbase Prime in Q4. Is there anything you can tell us about 
the characteristics of these customers, about the size? Are they traditional finance players? Thanks.   

Alesia Haas, CFO: Sure. I think they - we can see a diversity of all types of institutions attracted to our 
platform. What I would say in general is that it’s a recognition in Q4 about how important it was to work with the 
qualified custodian, how important it was to work with the counterparty, with frankly public financials we’ve had 
good transparency into the risks of the counterparty that you were engaging with.   

And so companies who had been potentially self-custodying, potentially doing other holding assets at less 
transparent platforms really brought their assets to Coinbase in the fourth quarter and look to onboard.   

We also saw institutions saying, gosh, maybe this is the right time, crypto prices are falling, I need to now 
onboard to get prepared that I may want to trade this. We’ve shared that roughly 25% of traditional hedge 
funds are now on our platform. So there are different drivers of behavior. It was a very - it was a market with 
very dynamic quite handling in Q4. And we saw a lot of positive engagement with institutions across different 
types.   

Chris O’Brien, Barclays: Okay, thanks. And just to follow up there  Kind of thinking about the different kind of 
customers you have. You shared some information about transaction revenue so far in January. What’s the 
split been like between institutional and retail volumes and revenues here? And I mean, how do they look so 
far in February, if you're willing to share?   

Alesia Haas, CFO: I don’t have any comments that I can share on February. The time - what I should share 
broadly is if you look historically at our split in volume in revenue between institutional and consumer, it is 
getting pretty consistent over time, where we haven’t seen material changes. And so that’s a pretty safe 
assumption for what we’re seeing at this point in time.   

Operator: Your next question comes from the line of Jason Kupferberg from Bank Of America.   

Eric Dray, BAML: Hi, this is Eric Dray on for Jason. Just a quick one for me. Curious about MTUs. I mean, 
they’ve been pretty resilient over the last few quarters. I'm curious how those are trending so far in the first 
quarter. Is that kind of trends continued?   

Alesia Haas, CFO: We’re not prepared to talk about any Q1 trends on MTUs. We’re really focused shifting our 
focus to financial metrics. And so that’s how we shared where the transaction revenue is and where we think 
subscription as a service’s revenue would come out.   
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What we’ve shared with you for the actuals that we saw in Q4 and for prior quarters is in 2022, we definitely 
saw a mixed shift with an increasing percentage of the MTUs being engaged in the investing product; so in 
staking as the primary product. And that was behavior that would may - owned an asset already, and now they 
can earn a reward on the asset if they turn to participate in a staking product. And so it creates a stickier MTU.  
And that’s really the dynamics we saw over 2022.   

Eric Dray, BAML: Got it. That makes sense.   

And then my second question just on the adjusted EBITDA improvement in 2023, before you guys would have 
to make any sort of any additional cost cuts, is there like a minimum revenue that you guys are kind of looking 
at and targeting?  And if we did have to make any further cost cuts, are there any certain areas that you think 
would be kind of the first to be evaluated? Thank you.   

Alesia Haas, CFO: So again, the goal is to improve EBITDA in absolute terms year over year. And so we 
wouldn’t be looking to make cost cuts unless we weren't able to deliver on that goal. And that’s how we’re 
approaching it. So if we get to that point, we will look across the portfolio again, and we have a list of the 
products that would be most likely to have to be pulled back in terms of resources on, and we would make 
those decisions. I'm not ready to publicly comment on those. But through the exercise that we went through 
last year, we definitely had a few of the maturity of each of our products within the portfolio, and where we 
have the ability to take further costs out.   

We are pretty optimistic though that we’re going to hit our goals this year. We’ve ran scenarios where we can 
look at crypto market cap increasing, decreasing. It’s already up 40% year-to-date 2023. So it’s definitely 
trended up. And we were prepared for it to trend down and go sideways as well. So we’re feeling optimistic. At 
this point in time, we’re not going to be taking further expense actions. But we are prepared to do so if we start 
to see it result in a scenario where we could not improve EBITDA year over year.   

Operator: Your next question comes from the line of Jeff Cantwell of Wells Fargo.   

Jeff Cantwell, Wells Fargo: Hey, thank you very much. And thank you for allowing me to join these calls.  
Appreciate it.   

I wanted to ask you if you wouldn’t mind clarifying your position on staking. And to frame this, most of us are 
watching the discussion between coin and the regulators and DC. We also saw that very detailed blog post 
that you had a couple of weeks back. And so just looking at this, I guess the question I have for you is since 
your position is this is not a security, since your position is this is not a financial product and so forth, I'm just 
trying to figure out why there is still APY offered for it? Because from our perspective on the outside, that would 
seem to be indicative of financial product offering a yield. And so I thought that would be something that could 
clarify this whole issue, is if you can kind of give us one more perspective on that, and help us understand what 
the argument is you're making, and where the disconnect is between what you're seeing versus where capital 
hosting (ph) and so forth. Thanks very much.   

Alesia Haas, CFO: I’ll try my best. So I think what’s important to know is that we are passing on rewards 
directly from the protocol. We are not establishing an APY, we are not establishing the reward rate. That is 
established at the protocol level. And then we are passing that through and collecting a fixed commission on 
that amount.   

And we believe that that is what really differentiates from some of the enforcement actions we’ve see in the 
space. Because in other cases, in other product designs that were out there in the market, customers were 
giving their crypto assets to a service provider. Title was passing from customer to service provider. Service 
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provider was then staking those assets, doing other things, and passing on differentiated rewards that did not 
tie to the underlying protocol. Sometimes they were higher, sometimes they were lower, sometimes there was 
no reward. Coinbase is not making any judgment if not taking any discretion on this. All we are doing is staking 
the asset and passing on the reward (inaudible) in the protocol to our users.   

Importantly, the customers’ assets are always their assets. Title never transfer to Coinbase in any of our 
products. Our customers retain title and ownership of their tokens at all time in all their products.   

And so we think there’s important product design features that distinguish on-chain staking from other products 
in the market that have been described as staking, but we think are more characteristics of a yield product.  
And so I think that’s really the differentiation between what we’re offering versus other market products.  And 
this is an area where we need to get into detail and look at terms of service, and look at this structure of a 
product to be able to really understand the nuance across different service providers.  So what we’re saying is 
just staking on-chain is fundamentally different than a yields product.   

Jeff Cantwell, Wells Fargo: Okay. Thanks for all that.   

And secondly, you have been getting asked about transaction revenue.  And what we’re trying to square as we 
think about our models for 2023, and further out as well, we’re trying to square the increase that you're seeing 
in yield in the retail volumes this quarter, and think through what that might mean for revenue growth in 
transaction volumes for this year.  So, is there any more color you can give us in terms of how we should be 
thinking about either yield or volume, particularly for retail for this year?  Thanks very much?   

Alesia Haas, CFO: This is the part that’s most difficult of forecasting our business. I think that this is why we 
moved to focusing on what we can control and drive what we can control.   

Our goal is to continue for broad crypto adoption, but it is tied to crypto market cap, and crypto asset volatility 
which are variables outside of our control. So as such, we look to provide the best trading platform for our 
product, the most transparent, deep liquidity, transparent fees. And from there, what market conditions give us 
will dictate the amount of revenue.   

And as I mentioned earlier in my conversation on the retail fee rate, we’re looking to drive subscription 
products, which is why we’re offering Coinbase One. We’re experimenting with different price models.  We 
have not seen pressure to reduce our fees on the retail side at this time. And so I don’t see that to be a near 
term phenomenon, but we do think as a medium term phenomenon that we’ll see commoditization and need to 
reduce fee at future point. And I don’t know when that future point is. It’s just not yet today. We will tell you 
when we start to see that.   

So I think that at this point in time, the best assumption is that fees are in a (inaudible) area that they’ve been 
in the past, and that we’ll see volume that ties back to crypto market conditions.  And so we’ve ran scenarios 
where we’re prepared for it to go up, go down, or stay at the same levels.   

Operator: Your next question comes from the line of Bo Pei from US Tiger Securities.   

Bo Pei, US Tiger: Hi, good afternoon. Thanks for taking my questions. So I have two questions here. So first 
one is after the collapse of FTX, since many crypto users have lost their trust in centralized exchanges, and 
have started to move more trading on chain. Although we are probably the most compliant crypto platform in 
the world. But many users have decided to start (inaudible) exchanges any more. So what can we do to regain 
their trust? That’s my first question.   



10 

And then the second is I know we have been talking about cuts in cost and improving EBITDA. But I want to be 
more optimistic here. So if 2023 turns out to be a bull market for crypto, where will the company [inaudible] 
more to capture market share and new growth opportunities? Thank you.   

Alesia Haas, CFO: I love the optimism. We like that question.   

Let me answer quickly on FTX, how we build trust. Look, I think that crypto had been shocked with the events 
of FTX. I think that Coinbase is trying to differentiate ourselves, and we’re continuing to focus on our public 
comms, and our marketing narratives to differentiate how we are different than FTX, how we always held 
customer assets one for one. You can see those on our balance sheet because we’re a public company. We 
can see customer crypto assets, customer fiat assets, and a corresponding dollar for dollar liability that is 
audited. We’ve announced that today in our public financial statement that we just filed with the SEC.   

So we are just showing how we are different. We are making sure that that is communicated through our 
customers, through how we show up in media. We have not seen outflows of any material size from our 
platform. I think that’s a good indication that our message is resounding with our customers. But we do think 
that there’s going to growth and defining growth in self-custody. And we support that as well. So we have a 
wallet product. We hold back out to our customers to engage in that vehicle as well. And so I think our goals is 
to honestly be who our customers need us to be, whether they choose th e custody offering, whether they 
chose a self-custodial offering. And that we’re okay with either direction. But we really want to be the platform 
that customers think of to serve all of their crypto needs.   

If it’s a bull market, which there’s a possibility it’s a bull market - these are all possible scenarios for Coinbase 
in 2023 - where we would really invest first of all is customer service. So we learned in the last bull run that we 
were slow to engage in customer service, as quickly as we need to scale up. And so we now have much more 
dynamic staffing model so that we can meet our customers and volume where they are. That would be an area 
of investment for us.   

What we are not going to do is going to create a hiring spree though. We learned the lessons. We were trying 
to kind of mute the [inaudible]. We don’t want to go peaks, we don’t want to go to valleys. So it’s going to be a 
little bit more moderate as we go through. So we would be trying to grow - our goal is to grow as a derivative.  
It is (inaudible) the right way, in a compliant way, which is why we’ve been working with the NFA to get that 
license, and hopefully that will come out. That’s an area of growth for us, which I think is really important 
because a lot of volume happens to derivatives markets, more than the spot markets like kind of linked today.  
We’re basically only spot player with very small impacts with derivatives markets. So that’s an area of growth 
for us that we’re hoping to get into subject to regulatory approval.   

And then the international fiat are big growth vector that we’re hoping to build deeper customer bases in.   

Bo Pei, US Tiger: Got it, that’s helpful. Thank you.   

Operator: Your next question comes from the line of Kenneth Worthington of J.P. Morgan.   

Kenneth Worthington, JP Morgan: Hi, good afternoon. Thanks for taking the follow ups. Just two questions 
on USDC. Does the $1.1 billion of customer USDC include MakerDAO, or are those custodied assets 
separate? And then in terms of the relationship with Circle, what percentage of the 4Q Circle reserve income 
was shared with Coinbase this quarter? And do you expect that rate to rise in coming quarters, stay flatter, or 
go down from these share levels?   

Alesia Haas, CFO: Thanks for that. So upon MakerDAO, we did make an announcement about working 
together. But the funds do not move on that day. And so we are reporting all USDC customer balances on our 
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platform as of Q4, which is $1.1 billion. That was inclusive of all customers. But we did not move all MakerDAO 
funds per that earlier announcement.   

On the second, I can't give any specifics beyond what we’ve provided. We’ve provided that our Q4 USDC 
revenue was $146 million. We’ve provided an outlook of total subscription on services for Q1 of $300 to $325 
million. But we’re not ready to provide any more specifics on what percent of the Circle reserves we expect to 
receive at Coinbase. It’s embedded in that subscription services outlook.   

Kenneth Worthington, JP Morgan: Yes, fair enough. And then on the MakerDAO, did any of it fund in 4Q, or 
none of it?  So we still have that money left to come in at some point in the future?   

Alesia Haas, CFO: I'm not prepared to speak about more details there.   

Kenneth Worthington, JP Morgan: Okay. Okay, thank you so much.   

Alesia Haas, CFO: Thank you.   

Operator: Your next question comes from the line of Devin Ryan from JMP Securities.   

Michael Falco, JPM: Hi, this is Michael Falco again for Devin. Just a couple of quick ones on my end. First, I 
think Brian mentioned briefly on the earlier call just opportunistic M&A as possible to have a new for future 
growth. I imagine there’s probably opportunities in the current market environment. So, appreciating it’s a fluid 
backdrop, and there might be other things that come along, curious if you could speak to the types of 
opportunities you're seeing in the market now whether it’s small tuck-in capabilities, things that had scale to 
existing businesses, or new business lines all together, and then kind of what the company’s appetite is and 
your framework for considering inorganic opportunities as it arise.   

Alesia Haas, CFO: Thanks for that. So we’ve always considered acquisitions to be an important part of our 
strategy. And Brian said earlier, we have a by build or partner strategy against our product roadmap. And so if 
we look at our product roadmap, there’s definitely a strategic adjacencies that we would like to get into and 
we’re exploring opportunities there. Sometimes, those can be getting into new countries where we can get a 
license in new countries, sometimes that can be additional products and services that we’re offering, which is 
like what we do with Bison Trails. We added the staking as a service product.   

We are definitely also seeing in today’s market some distressed opportunities that could potentially be client 
acquisition, asset acquisition opportunities, if there’s more distressed players in this space. So we’re looking at 
everything. We’re going to be highly disciplined to make sure it’s additive to our product portfolio and within our 
price expectations. But consistent to past years, it’s always been part of our strategy.   

Michael Falco, JPM: Thanks. That’s helpful. And then just looking at headcount, I think even after the latest 
round of cuts, overall headcounts still many multiples above where it was, even just a few years ago. So I was 
wondering if you could shed any light on where the headcount is focused today versus where it was focused 
just a few years back when the business is maybe less diverse. And to that end, how much of the current 
headcount is focused on growing the exchange functionality versus subscription services or other new more 
nascent areas of the business that are not really visible to the public yet?   

Alesia Haas, CFO: Yes, we haven’t provided a breakdown of the headcount by product or any great detail.  
What I said earlier is that is the best that I can offer right now, which is that we really expanded the product 
portfolio. And a lot of it is more nascent from 2020 and even 2021 with titled to derivatives now, which was 
expanded to new geographies that we didn’t have before. And so those startup initiatives all require requisite 



12 

headcounts. So we definitely have headcount growth as a result of the diversification of geographies and 
products that require unique skillsets or physically being present in the new location.   

We have - everything else, I would say, has been impacted by changes in customer bases as appropriate.  
And we’ve really gotten to a point where we’ve optimized deeply in our core products.  So, no additional details 
that we have available to share today.   

Michael Falco, JPM: Thanks for taking the question.   

Anil Gupta, Vice President, Investor Relations: I think we have time for one more question.   

Operator: Okay, thank you. Our final question comes from the line of Pete Christiansen from Citi.   

Pete Christiansen, Citi: Thanks. Good evening. And thanks again for doing this call. Really great stuff.   

Alesia, I think I really like how the disclosure on the credit in the counterparty you have in the shareholder but - 
and I think you showed, what, $427 million as of Q4. How should we interpret that number? Is there a way to 
think about counterparty risk relative to the balance sheet, whether it’s high, low? How do you measure that?   

Alesia Haas, CFO: That’s a great question, and thank you for the comment. We have been getting this 
question a lot from investors around what our counterparty risk was, since we wanted to provide more 
disclosures this quarter, especially coming off a quarter like Q4 where we saw a number of companies in 
significant financial struggle.   

So the way that we think about it is a few ways. One, our goal is to grow loans to customers. That is something 
where this is an important product to us. It’s a critical product for institutions, you want to be able to have 
leverage trades into a debt paid finance, which is the ability to trade before their wire clears into our platform.  
That is fully secured. It is deeply collateralized. We’ve been in this product now for over two years. We’ve taken 
zero loses to date. We have a sophisticated credit team that’s underwriting that.   

So in my mind, this is well-diversified. It’s not concentrated. We have good management practices on it. And 
we don’t view that as a bad risk in any way, shape, or form.   

Moving into the collateral posted, this is part and parcel to financing business. There’s going to be sometimes 
when we need to post collateral that we can then borrow certain crypto assets that we don’t hold on our 
balance sheet if the customers want to then turn around and borrow.  Everything here is underwritten with 
thoughtful credit and counterparty limits and concentration limits.   

And then the other area with post-collateral is when we entered into FX hedges, crypto hedges. And those 
were traditional financial institutions that I think are just part of good risk management business practices. So 
we’re not worried at all about that.   

The cash held at third party can be risky. And at the end of Q4, we didn’t hold anything outside of traditional 
financial services. So this is, for example, in some of our payment partners like PayPal, we put corporate cash 
there so we can facilitate customer withdrawals. We think that’s a good business practice, that we think is very 
low risk.   

So I think the point that we wanted to share with the disclosure is that we have good controls over this. We 
have a thoughtful approach to risk management. We do not have risk extended to a lot of other crypto players 
in the space that is unsecured where if they fail, we are just going to see a house of cards tumbling down, that 
we approach this in a mature way. And so I don’t think it’s about, is it too much, is it too little. I think it’s the 
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types of risks we’re taking, how well the risk is managed that we wanted to be transparent about to our 
investors. But many of these categories [inaudible].   

Pete Christiansen, Citi: That’s really great color. It would be great if we can get a summation of that 
somewhere, just so we can re-dissect that. But that’s super helpful color.   

And then lastly, I'm just curious, if you think about like, [inaudible] and legislation, and all that stuff, how do we 
think about like, product [inaudible]... 

Alesia Haas, CFO: I'm so sorry. You're cutting out a little bit. And we’re missing - I missed half that question.  
Could I ask you to restate it, please?   

Pete Christiansen, Citi: Yes, absolutely. And I'm sorry. 5G is not working.   

How do we think about the product roadmap that is gated by the current environment for regulatory and 
legislation? I mean, do you have an opportunity to still work on things there ahead of your thoughts on pending 
legislation?   

Alesia Haas, CFO: Yes, absolutely. I would say that again, the things that we offer today, we feel like we have 
the requisite licenses to do so. And so we still think that we have an opportunity to grow multiple of our 
products. We have the ability to expand trading in international markets. We have the ability to roll out staking, 
a new on-chain staking protocols. We have the ability to build more payment infrastructure on top of USDC.   

We are waiting for regulatory approval of a license to offer a retail derivatives product in the United States. I 
don’t think that’s waiting on legislation. I think that is waiting on an approval process for just like we would run 
through to any new asset that hadn’t clear regulation.   

I think what we are hoping for is clarity around stablecoin regulation as we spoke about earlier. We believe 
we’ve adopted best practices with USDC in our partnership with Circle. But having that regulatory clarity would 
just give a lot of comfort to the market for more people to engage in these types of products and services, and 
also differentiate good from bad, which we think is an important thing for investors to see.   

Similarly, having clarity on how we’re going to define the taxonomy of different crypto assets, what would be a 
security, what would be a commodity - we believe that we have strong controls in place so that we don’t lift 
securities on our platform. But we think it’s great that we should have crypto securities. We want that. And so 
we want to be able to have a broker dealer license to trade crypto securities and understand what that would 
look like. But that’s where we need the most regulatory clarity to kind of advance that roadmap.   

Anil Gupta, Vice President, Investor Relations: Okay. Well, I think that does it for today. Thank you all for 
joining us.  And we look forward to speaking with you again next quarter. 

 


