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The decision

At the close of 2023, Coinbase had three plausible sources of growth. Its core trading products
served consumers and institutions; USDC and related services could connect reserve-backed
stablecoin balances with payment use; and Base offered a platform on which developers could
build on-chain applications. Coinbase’s public 2024 priorities included improving trading and
USDC revenue, testing USDC payment utility using Base, and pursuing regulatory clarity. The
company did not disclose a product-level budget, return hurdle or stop rule. S1, MD&A, p.90; S2,

pp.1-2.

Hypothetical assignment: Imagine Coinbase’s leadership asks you to recommend where the
company should place its next increment of product, engineering, distribution and compliance
capacity over the coming year. Choose a lead growth thesis and explain which complementary
capabilities should remain funded, which initiatives should be staged, and what evidence would
justify scaling or pausing them. You may recommend a portfolio, but identify its priority. Do not
assume a fixed dollar pool or treat the alternatives as actual management proposals.

The information set closes at 4:34:25 p.m. ET on 15 February 2024, when Coinbase’s
FY2023 Form 10-K was accepted by the SEC. The Q4 shareholder letter had been accepted
earlier that afternoon. Coinbase’s earnings call was scheduled for 5:30 p.m. ET; the call,
transcript and all later information are outside the case. S1-5S2.

A business exposed to two different cycles

Coinbase described a platform that combined consumer and institutional trading, Coinbase
Prime, exchange and derivatives venues, custody, staking, USDC-related services and a broader
on-chain ecosystem. Its reported net revenue was $2.927 billion in 2023, down from $3.149
billion in 2022. Trading generated $1.520 billion and subscription and services generated
$1.407 billion. Subscription and services had grown to 48.1% of 2023 net revenue, a derived
mix share, but its components did not all have the same economic drivers. S1, Iltems 1 and 7,
pp.7-11, 90, 96-100.
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Exhibit 1. Coinbase reported revenue mix

USD millions; fiscal years ended 31 December. Company-reported amounts.

Revenue measure 2022 2023 2023 change
Transaction revenue 2,356 1,520 —-36%
Subscription and services 793 1,407 +78%

Net revenue 3,149 2,927 7%

Source: S1, Item 7 revenue tables, pp.96-100. Percentages are company-reported or derived
from rounded reported amounts. “Subscription and services” combines stablecoin revenue,
blockchain rewards, interest income, custody fees and other items; it is not a uniform
recurring-revenue measure.

Coinbase’s spot Trading Volume was $468 billion in 2023, down 44% year over year. Consumer
volume declined 55% and institutional volume 41%. Consumer transaction revenue was $1.429
billion, down 36%; institutional transaction revenue was $90.2 million, down 24%. The company
attributed part of the consumer-revenue decline to a shift in activity toward higher-fee products
and 2023 price changes, which raised the average blended fee rate by 41%. That explanation is
management’s decomposition, not a measure of customer fee sensitivity. Coinbase reported an
annual average of 7.0 million monthly transacting users in 2023, compared with 8.3 million in
2022. S1, Item 7, key metrics and transaction revenue, pp.90-96.

Subscription and services revenue rose to $1.407 billion. The company reported $694.2 million
of stablecoin revenue, $330.9 million of blockchain rewards, $173.9 million of interest income,
$69.5 million of custody fees and $138.3 million of other revenue. Stablecoin revenue alone was
about 49.3% of subscription and services revenue, calculated from reported values. Coinbase
said these businesses could move with interest rates, crypto prices, staked balances, USDC
demand and balances, and the commercial arrangement with USDC issuer Circle. S1, Item 7,
pp.95-100; S2, pp.2-7.

In the fourth quarter, transaction revenue was $529.3 million, up 83% sequentially; subscription
and services revenue was $375.4 million, up 12%. Stablecoin revenue was $171.6 million,
roughly flat quarter over quarter. Coinbase attributed the result to higher USDC balances on its
platform offsetting lower USDC market capitalization. Its on-platform USDC balance rose from
$2.5 billion at the end of Q3 to $2.8 billion at the end of Q4. Those balances do not measure
total USDC circulation, payment volume or unique active payment users. The Q4 market
rebound was not a controlled estimate of product-investment returns. S2, pp.2-6.
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Exhibit 2. Selected reported operating and financial context
Measure 2022 2023/ Q4 2023 Definition or caution

Spot Trading Volume $830bn $468bn Company-defined
matched-trade volume;
2023 down 44%

Annual average monthly 8.3m 7.0m Company-defined annual

transacting users average, not year-end
accounts

Cash and cash equivalents at - $5.139bn Excludes USDC and

year-end restricted cash

USDC at year-end - $576m Separate from cash and

customer assets

Restricted cash at year-end - $23m Not unrestricted operating
liquidity
Q4 net income - $273m Included a $121m

non-cash deferred-tax
valuation allowance
release and an $18m
debt-repurchase gain

FY2023 net income / Adjusted = - $95m / $964m GAAP net income and

EBITDA company-defined
non-GAAP measure are not
interchangeable

Sources: S1, pp.90-92, 106-108 and 124-128; S2, pp.2-3 and 8-10. The company’s $5.7 billion
“USD resources” measure included cash, USDC and historically custodial-account overfunding.
It separately reported $1.0 billion of corporate crypto investments and $6.7 billion of total liquid
resources including those investments. Neither company-defined aggregate should be read as
unrestricted fiat cash.

Three connected strategic directions

1. Trading and institutional infrastructure

Core trading remained Coinbase’s largest direct revenue engine. Coinbase had added
international and U.S. derivatives venues, served institutions through Prime and custody, and
described expanded demand connected to spot Bitcoin exchange-traded products. The
company stated that it served eight of eleven spot Bitcoin ETF issuers as custodian in its 10-K;
the shareholder letter itself gives inconsistent counts in two places, so the letter’s figures are
not used here. S1, Item 1, pp.8-10; S2, pp.2, 12.

Trading infrastructure could reinforce liquidity, customer trust, product breadth and institutional
relationships. It also leaves the company exposed to market prices, volatility and trading
activity. In 2023, consumer trading volume fell faster than institutional volume, while the Q4
rebound arrived alongside higher prices and volatility. The disclosures do not isolate the returns
on ETF custody, derivatives, international expansion, or consumer product investment.
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2. USDC and payment utility

Coinbase’s arrangement with Circle generated stablecoin revenue tied to reserve economics
and USDC balances. USDC could also support transfers and payments, and the company said it
was testing payment utility across USDC and Base. This direction could make the stablecoin
more useful and expand relationships beyond episodic trading. The available disclosures do not
isolate payment users, repeat payment volume, off-platform circulation generated by Coinbase,
contract sensitivity to rates, or payment contribution margins. S1, Iltems 1 and 7, pp.8-10,
95-100; S2, pp.1, 5-7.

3. Base and on-chain applications

Base, Coinbase’s layer-2 network, opened to the public in August 2023. Coinbase positioned it
as a way to bring more users and developers on-chain. An active application ecosystem could
create new use cases and strengthen the value of Coinbase’s broader product set. Yet, at the
case cutoff, the cited public materials did not provide a complete baseline for Base user
retention, application mix, Coinbase revenue capture, incremental infrastructure cost or return
on investment. The existence of a network is not evidence that it has achieved durable network
effects. S3; S1, Item 1, pp.8-10; S2, pp.11-13.

These strategic directions may complement one another, but they compete for scarce
engineering, distribution and compliance capacity. The best lead investment may depend on
which customer behavior Coinbase can influence, which economics it can capture and which
risks it can control-not simply which product has the largest current revenue.

Competition and regulatory context

Coinbase identified competitors across crypto-native centralized venues, decentralized
exchanges, fintech and brokerage firms, traditional financial institutions, and developers or
products that may compete with its on-chain offerings. It also noted that less-regulated
competitors could move faster or support more assets and products. S1, Iltem 1, “Competition,”
pp.10-11; risk factors, pp.31-36.

The public evidence offers two imperfect reference points. Robinhood reported $43 million of
Q4 2023 cryptocurrency revenue, up 10% year over year, within $200 million of
transaction-based revenue for a multi-asset brokerage. Its customer base, product scope and
revenue definitions differ from Coinbase’s; this is not a market-share comparison. Binance’'s
November 2023 resolution with the U.S. Department of Justice included guilty pleas for specified
anti-money-laundering, registration and sanctions offenses, $4.3 billion in penalties and an
independent monitor. That record illustrates compliance exposure in the sector; it does not
establish that Coinbase gained customers or that other firms have equivalent conduct. 54-S5.

The SEC’s June 2023 complaint alleged that Coinbase operated an unregistered exchange,
broker and clearing agency and offered unregistered staking services. These were allegations,
not court findings. At year-end Coinbase described the matter as unresolved and said it had not
recorded or disclosed a loss contingency because, in management’s judgment, a loss was not
probable and reasonably estimable. The case provides no later ruling or outcome. S1,
pp.122-123; S6.

Questions for decision-makers

1. Which strategic direction should receive priority: trading and institutional infrastructure,
USDC payment utility, or Base and on-chain applications? What is the strongest case against
your choice?
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2. Which customer groups and complementary sides must participate for your chosen direction
to create value? Where might customers, developers or liquidity providers multi-home?

3. Which reported revenues appear most exposed to trading activity, prices, interest rates,
USDC balances, staking, or partner economics? What can the 2023 mix establish-and what
can it not establish?

4. What should Coinbase measure before adding capacity to a product? Specify leading
indicators, denominators and an evidence-based scale, hold or pause rule without inventing
a company target.

5. How should legal, compliance, trust and geographic-access considerations affect the
sequence of investment?

Assignment

Prepare a two-page recommendation to Coinbase’s leadership. Select a lead strategic direction,
identify supporting capabilities that should continue, and state where investment should be
staged or limited. Explain the customer value and economics you expect, the evidence behind
your view, the strongest rival explanation, and the metrics that would change your
recommendation. Label every assumption. The packet does not supply a fixed budget or
product-level economics; do not manufacture either.

Sources and conventions

S1. Coinbase Global, Inc., 2023 Form 10-K, accession 0001679788-24-000022, filed 15
February 2024; accepted 16:34:25 ET. Sections and printed pages are cited above.

S2. Coinbase Global, Inc., Q4 and full-year 2023 shareholder letter, Exhibit 99.1 to Form 8-K,
accession 0001679788-24-000019; accepted 15 February 2024 at 16:06:47 ET. The letter’s
ETF-custodian counts conflict; this case uses the 10-K figure or omits the count.

S3. Base, “Base is open for everyone”, 9 August 2023. Operator’s launch account, not an
independent adoption or return measure.

S4. Robinhood Markets, Q4 and FY2023 results, 13 February 2024.

S5. U.S. Department of Justice, United States v. Binance Holdings Limited, case overview and
resolution announced 21 November 2023.

S6. U.S. Securities and Exchange Commission, Coinbase complaint, filed 6 June 2023, Case
1:23-cv-04738, Document 1. Allegations only; not findings.

This case includes only information accepted or publicly available by the stated cutoff. No call
content, subsequent legal developments, later product launches or later outcomes are included.
The assignment and prioritization alternatives are hypothetical, not actual Coinbase plans.
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