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OVERALL ASSESSMENT (provided in English, Czech, or Slovak):

Short summary

This thesis focuses on the cryptocurrency segment and explores the impact of stablecoin deviations
from their pegs on the volatility of Bitcoin. This research gap is addressed through well-elaborated
motivation and argumentation backed by the current cryptocurrency literature, connecting the
destabilization of stablecoins to market-wide uncertainties, which can also lead to Bitcoin volatility. The
thesis builds on the intuition that the depegging events, even small ones, can affect liquidity and
introduce risks that propagate across the cryptocurrency ecosystem. Using instrumental variables to
assess endogeneity, the study offers a brand-new perspective on the interconnectedness of
stablecoins and Bitcoin's volatility and provides empirical evidence for a statistically significant and
economically important positive relationship.

Contribution

The thesis provides an original analysis by introducing a novel, timely, and well-focused research
guestion—whether stablecoins, designed to provide stability and reliability to the overall segment, can
also contribute to volatility when they deviate from their pegged values. It further develops two novel
metrics for quantifying the depegging events across the market and empirically evaluates their
relevance and robustness. It does so by taking advantage of the instrumental variable approach to
tackle the endogeneity issues, which (empirically speaking) is an advanced and not straightforward
methodology rarely used in the related literature. Finally, it empirically pins down a reliable and
economically meaningful quantification of the overall depegging impact on the largest cryptocurrency’s
volatility.

Methods

The methodological base definitely meets the master-level curriculum. The author skillfully applies
individual steps of the 2SLS methodology to address the endogeneity issue. The theory is well
described and explained. | was only missing the discussion about the relevance of instruments in the
theoretical section, but it is then well-elaborated in the empirical part. All important methodological
assumptions are considered and properly empirically tested; it was only not clear to me the stationarity
of which time series, most likely residuals, is tested (pg. 39). The student also mastered the
management of the cryptocurrency market data obtained via API from publicly available databases.
For the computation of realized volatility, some recent literature suggests that the 5-minute frequency,
an industry standard in finance, may not be optimal for crypto. See Section 4.1 in the WP cited below
for details if interested.

| only have one overall doubt or curiosity about the applied methodology's main idea regarding the
instruments' selection. The author does not justify his choice of instruments much in the text; he does
so mostly by referring to the supervisor's work, Kristoufek (2023), and uses the same set of variables
to instrument his system. | would be happy if the student could discuss and defend his choice more
properly during the defense. To illustrate my point, it is important to start with the fact that the realized
volatility of Bitcoin is the dependent variable of the model with a set of explanatory variables that are
generally suspected endogenous. As instruments, the number of Bitcoins in circulation is suggested
(which is perfectly intuitive as it is exogenously predetermined), together with a set of variables from
traditional financial markets (S&P500 index price, VIX, price of oil futures, EUR/USD exchange rate).
The argument further suggests that while conventional financial markets generally influence the
cryptocurrency segment, the cryptomarkets do not affect the traditional financial markets much. This
rationale is the main argument for considering these financial metrics as good instruments. My point is
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that while the dual relationship between the dependent and independent variables implies the
endogeneity issue, | believe that the non-existence of such a dual relationship does not necessarily
imply exogeneity. Recent literature suggests that financial market variables are important drivers of
cryptocurrency volatility. Please see, if interested, our latest WP by Sila et al. (2024), where, e.g., VIX
explains cryptocurrency connectedness (which is essentially a recomputed volatility) and where you
can find a literature review identifying a rich collection of potential drivers of volatility connectedness
including also, e.g., S&P500. For exogeneity of the instrument, what essentially matters is no
correlation with the error term. But if, according to the literature, VIX drives volatility, and volatility is, at
the same time, the dependent variable in the structural equation, is not VIX correlated to the error as
the non-explained part of the volatility variable goes to the error? | believe this is, to a large extent, a
philosophical discussion but might be crucial to the appropriate application of the IV methodology.

Sila, J., Kocenda, E., Kristoufek, L., Kukacka, J. (2024). Good vs. bad volatility in major
cryptocurrencies: The dichotomy and drivers of connectedness. IES CUNI Working Papers, 24/2023,
revised version available at: http://dx.doi.org/10.2139/ssrn.4522873

Literature

A rich bibliography backs the thesis skillfully used to support the motivation, argumentation, and ideas
throughout the entire text. In my opinion, the only thing that could have been done better is the
literature review's structure Chapter 3. It focuses on the two main areas of the topic (stablecoin
stability and bitcoin volatility) and describes the findings of related papers mostly in a paper-by-paper
fashion without much of an attempt for additional analysis, classification of the results, or a “compare
and contrast” approach. However, this imperfection is partially offset by the extent of Chapter 2, which
provides a detailed overview of stablecoins and essentially serves as the first part of the literature
review, and the discussion Section 6.3, which compares and contrasts the thesis results to the
literature and helps to communicate the main outcomes. Last, if one suggests that “Many authors,...
argue...” (pg. 13), they should cite some of them.

Manuscript form

The thesis is written in sound English, standardly structured, and typeset in LaTeX. The writing style is
very clear and coherent, and the whole works read well. As a researcher (also) in the cryptocurrency
field, | learned a lot about this interesting topic; thank you! A (potential) use of generative Al
technologies in the writing process should have been declared, but it is clear that the previous year's
template used does not contain such a section. The bibliography section is complete and well-
formatted. Referencing tables and figures is done correctly in the text, the tables are very well
designed, and both figures and tables are self-contained. In Tab. 5.3., unfortunately, the spike
(TerraUSD collapse??) almost makes the other dynamics disappear. The Abstract could have been
improved: it contains several repetitive terms, and, e.g., its first sentence, which only copy-pastes the
title, does not really explain much.

Overall evaluation and suggested questions for the discussion during the defense

The assessed thesis undoubtedly surpasses the IES FSV UK master-level standards. Thus, | can
confidently recommend it for the defense and suggest a grade of A (excellent).

The results of the Turnitin analysis suggest a 22% overall similarity, but a closer assessment of this
outcome does not indicate any significant text similarity with any of the available sources (all individual
similarities are below 1%). The main reason for the overall similarity is the relatively extensive
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literature base of the thesis, to which the author properly refers, and the use of technical scientific
terms shared across the literature.

Additional topics for the discussion:

The main topic for potential methodological discussion is described within the “Methods”
section.

Several times, the author briefly mentions the collapse of the stablecoin TerraUSD below its 1
USD peg in May 2022, one of the most important episodes in the crypto segment of the last
years. Since TerraUSD is introduced as the main example of algorithmic stablecoins and one
of the robustness checks is based on its exclusion from the dataset, the author could explain
what actually happened and get the committee more familiar with this event's causes,
consequences, and technical details.

The main conclusion is that a 1% increase in market depeg of stablecoins is associated with a
0.192% increase in Bitcoin’s volatility. Does a 1% depeg increase actually mean, for instance,
an average depeg from 1 to 1.01? How economically important is this effect in reality?

SUMMARY OF POINTS AWARDED (for details, see below):

CATEGORY POINTS
Contribution (max. 30 points) |29
Methods (max. 30 points) |26
Literature (max. 20 points) |18
Manuscript Form (max. 20 points) |19
TOTAL POINTS (max. 100 points) |92
GRADE (A-B-C-D-E-F) |A

NAME OF THE REFEREE: Jifi Kukacka

DATE OF EVALUATION: 5. 9. 2024

J| ri Digitally signed
by Jiri Kukacka

Date: 2024.09.05
Kukacka 18:19:29 +02'00"

Referee Signature




EXPLANATION OF CATEGORIES AND SCALE:

CONTRIBUTION: The author presents original ideas on the topic demonstrating critical thinking and ability to
draw conclusions based on the knowledge of relevant theory and empirics. There is a distinct value added of the
thesis.

METHODS: The tools used are relevant to the research question being investigated, and adequate to the author’s
level of studies. The thesis topic is comprehensively analyzed.

LITERATURE REVIEW: The thesis demonstrates author’s full understanding and command of recent literature.
The author quotes relevant literature in a proper way.

MANUSCRIPT FORM: The thesis is well structured. The student uses appropriate language and style, including
academic format for graphs and tables. The text effectively refers to graphs and tables and disposes with a
complete bibliography.

Overall grading:

TOTAL GRADE

91 -100
81-90
71-80
61-70
51 -60
0-50
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