
Abstract  

This thesis analyzes the impact of stablecoin depegging on Bitcoin’s volatility. The study 
introduces stablecoins and their function within the cryptocurrency market, focusing on their 
role in providing stability and liquidity in the cryptocurrency market. Through a Two-Stage 
Least Squares method and a metric for daily market stablecoin depegging, the research finds a 
significant positive effect of stablecoin depegging on Bitcoin’s realized volatility. The 
uncertainty caused by the stablecoins’ depeg may lead to increased Bitcoin volatility, which 
may be caused by increased activity and reallocation of portfolios. The findings highlight the 
need for increased stability of stablecoins to avoid introducing more volatility and uncertainty 
to the market.  

 


