USDT
General Presentation
Tether is a cryptocurrency that goes by the symbol USDT. It belongs to a category of cryptocurrencies known as stablecoins. These are digital assets designed to maintain a stable value by being pegged to a fiat currency. In Tether’s case, its value is meant to mirror the United States Dollar. Regardless of what is happening in the wider crypto market, one USDT is always intended to be worth one US dollar.
According to CoinMarketCap, Tether is currently the third-largest cryptocurrency in the world, behind Bitcoin and Ethereum, with a market valuation of around $144.15Bn as of March 28, 2025.
Technology and Infrastructure
Tether does not operate on its own independent blockchain. It is not a Layer 1 blockchain like Bitcoin or Ethereum. Instead, Tether exists as a token issued on top of several existing blockchains. This means it relies on other networks for its functionality.
USDT is available on multiple blockchains which include Ethereum. On these blockchains, it functions as an ERC-20 token, and Tron, where it is known as a TRC-20 token. It is also issued on the Bitcoin blockchain through the Omni Layer, and it is available on Binance Smart Chain, Solana, Avalanche, and several others.
Thus Tether is considered a non-native token as it is not used to secure or validate the networks it operates on. It is more of a digital asset hosted within those systems.
Use case and functionality
Tether’s main purpose is to provide a digital version of the United States Dollar that can be used across the crypto ecosystem. It allows users to store and transfer value without being exposed to the price volatility inherent in cryptocurrencies.
Furthermore it is frequently used by traders who want to move funds between different exchanges quickly and with minimal risk. It is also used in DeFi, where it serves as a stable form of collateral. In addition, many users in countries with unstable currencies turn to Tether as a more reliable store of value. Some of Tether’s main competitors include other stablecoins such as USD Coin (USDC), Dai (DAI), and TrueUSD (TUSD). Central Bank Digital Currencies, which are still being developed in many countries, may also emerge as future alternatives.
Strenghts and Weaknesses
One of USDT greatest strengths is its price stability. Because it is pegged to the US Dollar, it provides users with a safe place to hold value while remaining liquid. In fact, Tether is one of the most traded cryptocurrencies in the world, which means it is easy to buy, sell, and use on almost any exchange. Tether is also available across multiple blockchains, allowing users to choose the platform that suits their needs best. Whether someone prefers Ethereum for security or Tron for low transaction fees, USDT is accessible on both. However, Tether also has notable weaknesses. Issued and managed by a private company called Tether Holdings Limited, its most significant feature is that it is centralised. Transparency has been another major concern : USDT has faced criticism in the past for not providing enough information about the reserves backing its tokens. While the company has improved its reporting in recent years, it still has not completed a full independent audit. In terms of the blockchain trilemma, which is the challenge of balancing decentralization, scalability, and security, Tether leans heavily toward scalability and security. It achieves this by using fast and secure blockchains, but it sacrifices decentralization in the process.
Adoption and Ecosystem
Tether is used by a wide variety of individuals and organizations. Retail investors use it to hold funds without worrying about price drops. Traders and exchanges rely on it for liquidity and as a stable trading pair. Businesses in certain countries use Tether for international payments. Even large institutions use it to move large sums quickly and efficiently. Tether is deeply integrated into the crypto ecosystem. It is supported on nearly every major exchange, both centralized and decentralizedd, is compatible with a wide range of crypto wallets and is used extensively in lending, borrowing, and trading platforms across the DeFi space. Though, unlike open-source projects like Bitcoin or Ethereum, Tether does not have a community of independent developers contributing to its codebase. Instead, the project is developed and maintained by a dedicated internal team at Tether Holdings.
Tokeneconomics and Supply
Tether does not have a fixed maximum supply like Bitcoin. Instead, new USDT tokens are created whenever someone deposits fiat currency with Tether Holdings. The company issues an equivalent amount of USDT to match the deposited value. When someone wants to redeem their USDT for fiat currency, those tokens are destroyed to maintain the balance. This system means the supply of Tether is constantly changing, depending on demand. There is no mining or staking involved, and there is no deflationary or inflationary mechanism built into its design. Its purpose is to mirror the real-world demand for the US Dollar, not to behave like a traditional cryptocurrency.
Risk and future outlook
Tether faces several important risks that could affect its long-term viability. The first is regulation. Governments and financial institutions around the world are starting to place more scrutiny on stablecoins. New laws or regulations could limit how Tether is issued, where it can be used, or which companies are allowed to interact with it. 
Another risk is related to transparency. Despite publishing reports about its reserves, the company has yet to complete a full independent audit. Until that happens, there will always be doubts about whether all issued USDT tokens are truly backed by assets. 
Competition is also a growing threat. More transparent stablecoins like USDC are gaining popularity, and if central banks launch their own digital currencies, these could take over much of the role Tether currently plays.
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