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Enigma Market Note. June 15, 2022       

Staked  ETH Vigilantes  
• TYPE: STAKING DERIVATIVE 
• CHAINS: MULTI 

• PRICE, ETH: 0.94 

Staked ETH (stETH) from Lido Finance is a derivative digital asset that represents ETH staked in 
the Ethereum Beacon Chain. All stETH token balances grow to accrue ETH staking rewards and 
the underlying ETH. The stETH cannot be redeemed until after Ethereum's first hard fork after 
The Merge confirms the PoS transition. Until then, stETH price is determined by the market as a 
yield-bearing ETH derivative.  

 
 
Instead of a stable-price asset, stETH can be valued as an ETH bond. The derivative is 
redeemable for a face value of 1:1 stETH to ETH, plus the current variable 4% staking yield. 
Today's discount to ETH indicates maturity and credit risks: the possibility of a delayed or 
unsuccessful Merge. Yields to maturity show the market expects 12-18 months until unlock.  

 
 
Using stETH price to determine expected returns shows the market probability of a successful 
Merge. For stETH, The Merge has binary outcomes: it happens and stETH plus staking yield are 
unlockable thereafter, or it doesn't happen, and stETH is worthless. Expected stETH return from 
today is the sum of both outcomes multiplied by their respective probabilities. Today's 0.95 ETH 
price shows the market expects The Merge is nearly certain, over 90% probable.   

stETH Bond Price & Yield by Time to ETH Unlock

Months to Unlock 6 12 18 24 30 36 42

ETH-USD $1,219 $1,219 $1,219 $1,219 $1,219 $1,219 $1,219

stETH-ETH 0.94                0.94                      0.94                  0.94            0.94            0.94            0.94       

stETH-USD $1,146 $1,146 $1,146 $1,146 $1,146 $1,146 $1,146

stETH Staking APR 4.0% 4.0% 4.0% 4.0% 4.0% 4.0% 4.0%

stETH Reward $24 $49 $73 $98 $122 $146 $171

YTM 7.8% 9.6% 11.3% 12.9% 14.5% 16.0% 17.4%

Bond Price $1,198 $1,157 $1,101 $1,033 $956 $875 $792

stETH Expected Returns

Merge Success Probability 100% 95% 90% 85% 80% 75% 70%

Percent Recoverable 0% 0% 0% 0% 0% 0% 0%

ETH Value at Unlock 1.00                 1.00                        1.00                   1.00             1.00             1.00              1.00         

stETH Price 0.95                0.95                      0.95                  0.95            0.95            0.95            0.95       

stETH Staking APY 4.0% 4.0% 4.0% 4.0% 4.0% 4.0% 4.0%

Expected YE Cash Flow 1.04                 0.99                      0.94                  0.88            0.83            0.78             0.73        

Initial Price, P 0.95                0.95                      0.95                  0.95            0.95            0.95            0.95       

Expected Return 1Y 9.47% 4.00% -1.47% -6.95% -12.42% -17.89% -23.37%
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DISCLAIMER  
This document has been prepared by Enigma Securities Ltd. in cooperation with members of the Makor 
Group (“or the “Makor Group”) including Makor Securities London Limited, Oscar Gruss Son, Inc. and 
Enigma Securities Limited. This document is intended for institutional investors and is not subject to all the 
independence and disclosure standards applicable to research reports prepared for retail investors. This 
information represents neither an offer to buy or sell any security or cryptocurrency nor, because it does not 
take into account the differing nee ds of individual clients, investment advice. Trading cryptocurrency and 
related instruments carries a high level of risk and may not be suitable for all investors. Those seeking 
investment advice specific to their financial profiles and goals should contact their Makor Group 
representative. Makor believes this information to be reliable, but no representation is made as to accuracy 
or completeness. This information does not analyze every material fact concerning a company, industry, 
security, or cryptocurrency. Makor assumes that this information will be read in conjunction with other 
publicly available data. Matters discussed here are subject to change without notice. There can be no 
assurance that reliance on the information contained here will produce profitable results. 
 
A security or other instrument denominated in a foreign currency is subject to fluctuations in currency 
exchange rates, which may have an adverse effect on the value of the security or instrument upon the 
conversion into local currency of dividends, interest, or sales proceeds. Makor trades, and will continue to 
trade, the securities covered in this document on a discretionary basis on behalf of certain clients. Such 
trading interests may be contrary to or entered into in advance of this document.  
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