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* Question 1: How do traders respond to the stricter reporting rules of crypto gains?
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* Questions 2: Does this illiquidity lead to credit risk in the market?
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l e The "borrow-up, trade-down" behavior provides micro-level evidence of
lliguidity tax-motivated substitution. We find that both the number and share of

l e a one-percent decrease in trading tokens used in this way increase significantly after the reporting shock.

probability leads to11 .2%1 in the number

e These effects are amplified for tokens with high loan-to-value ratios or
of defaulted accounts.

strong recent returns

Emplrlcal AnalySIS e Stricter reporting requirements on crypto gains reduced U.S. traders’

Data: likelihood of triggering taxable transactions by at least 1.1% relative to

Defaulted loans

We leverage Venus, the largest DefFi lending platform in Finance Smart Chain their international peers.

from 20205 - 2022 12 e [his reduction in liquidity contributes to a rise in defaulted loans and
- the largest one out of US, less regulated defunct accounts: a one-percent decrease in trading probability leads to
_ don’t have short selling (unlike other major platforms Aave, Compound) substantial increases of 5.6% in the number of defunct accounts.

COntaCt Peiyi Jin, Econ PhD Candidate, National University of Singapore Email: jin_Peivi@u.nus.edu, Website: https: lyi-jin.github.io/, Phone: +65 8934 3130. On market this year!



mailto:jin_Peiyi@u.nus.edu
https://peiyi-jin.github.io/
https://peiyi-jin.github.io/
https://peiyi-jin.github.io/

	Slide 1

