Paxos Labs Report (more commonly
known as Paxos)

What Is Paxos Labs (Paxos)?

1. Company Overview

a. Paxos (formally Paxos Trust Company, LLC) is a regulated fintech /
blockchain infrastructure company, headquartered in New York.
(paxos.com)

b. ltwasfoundedin 2012 (originally as the “itBit” Bitcoin exchange) by Charles
Cascarilla and Rich Teo. (Wikipedia)

c. In2015, Paxos obtained a limited-purpose trust charter from the New York
State Department of Financial Services (NYDFS), making it one of the first
crypto-native companies to be regulated as a trust company in the U.S.
(paxos.com)

d. Its missionisto “enable the instant movement of any asset to anyone in a
trustworthy way.” (paxos.com)

e. Globally, they operate from offices in New York, London, and Singapore.
(help.paxos.com)

2. Regulation & Trust

a. Paxosis underregulatory supervision by the NYDFS for its U.S.-based
operations. (paxos.com)

b. In Singapore, they are licensed by the Monetary Authority of Singapore
(MAS) as a “Major Payments Institution.” (paxos.com)

c. They emphasize transparency: for example, Paxos regularly publishes
reserve reports for its issued digital assets (stablecoins), demonstrating that
they maintain full backing. (paxos.com)

What Products & Services Does Paxos Offer?

Paxos is not just a stablecoin issuer; it provides a range of blockchain infrastructure
services designed for enterprise clients, traditional financial institutions, and fintechs.
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1. Stablecoins / Tokenized Assets
a. Pax Dollar (USDP): Originally launched as “Paxos Standard (PAX)” in 2018,
this is a USD-backed stablecoin redeemable 1:1:1. (paxos.com)
b. PAX Gold (PAXG): Atoken that represents ownership of physical gold stored
in secure vaults. (Wikipedia)
c. They also collaborate with big companies. For example, PayPal USD
(PYUSD) is issued by Paxos. (paxos.com)
2. Crypto Brokerage Infrastructure
a. Paxos provides an APl-based Crypto Brokerage service. This allows other
companies (fintech apps, brokerages, etc.) to integrate crypto trading
(buying, selling, custody, sending) without building all the infrastructure
themselves. (PR Newswire)
b. Essentially, Paxos handles the regulatory, security, and operational
complexity, so clients don’t have to.
3. Tokenization & Settlement
a. Paxos builds infrastructure for tokenization of assets: not just fiat-backed
tokens (stablecoins) but real-world assets, like gold (PAXG). (Wikipedia)
b. They also offer settlement services for traditional financial markets — e.g.,
post-trade, equities, commodities. (help.paxos.com)
c. Theirinfrastructure supports custody, meaning they can securely hold digital
assets on behalf of institutional clients.
4. Security & Risk/ Compliance
a. Paxos works with Solidus Labs to provide trade surveillance and risk
monitoring. (Business Wire)
b. Theytake compliance seriously, given their regulated trust-company status,
which gives them a relatively high bar to meet for anti-money laundering
(AML), audits, and segregation of customer assets. (paxos.com)

Impact of Paxos on the Crypto / Blockchain Industry

Paxos has been a major player in bridging traditional finance (“TradFi”) and decentralized /
blockchain-native finance (“DeFi”), and it has had a number of important impacts:

1. Regulated Tokenization
a. Byissuing regulated stablecoins, Paxos helps make digital assets more
trustworthy for institutions. Their compliance framework gives confidence to


https://www.paxos.com/newsroom/paxos-launches-new-stablecoin-paxos-standard-pax?utm_source=chatgpt.com
https://en.wikipedia.org/wiki/Paxos_Trust_Company?utm_source=chatgpt.com
https://www.paxos.com/newsroom/paxos-regulated-stablecoin-platform-reaches-five-year-milestone-has-issued-120b-in-stablecoins?utm_source=chatgpt.com
https://www.prnewswire.com/news-releases/paxos-introduces-paxos-crypto-brokerage-service-to-power-digital-asset-buying-and-selling-in-any-product-301093761.html?utm_source=chatgpt.com
https://en.wikipedia.org/wiki/Paxos_Trust_Company?utm_source=chatgpt.com
https://help.paxos.com/hc/en-us/articles/4402670992276-What-is-Paxos?utm_source=chatgpt.com
https://www.businesswire.com/news/home/20251002140180/en/Paxos-Continues-to-Leverage-Solidus-Labs-for-Trade-Surveillance?utm_source=chatgpt.com
https://www.paxos.com/company/?utm_source=chatgpt.com

companies that want to issue or use stablecoins without taking on too much
counterparty or regulatory risk.
b. The 1:1 backing + transparency reports help push the industry standard for
stabilized digital assets.
2. Financial Infrastructure for Enterprises
a. Many large firms (PayPal, Mastercard, Mercado Libre, etc.) rely on Paxos
infrastructure to issue tokens, custody, or settle transactions. (paxos.com)
b. This enables high-scale use cases: payments, wallet solutions, cross-border
transfers, etc.
3. Bridging Traditional and On-Chain Markets
a. Through its settlement services, Paxos is helping modernize how traditional
securities (stocks, commodities) can be transacted using blockchain-like
mechanisms.
b. This could reduce settlement times, friction, and costs compared to legacy
systems.
4. Trust & Compliance as a Competitive Advantage
a. Because of its regulated status, Paxos can serve clients who cannot or will
not work with unregulated crypto firms.
b. Their model validates the idea that blockchain infrastructure must be
institutionally safe, not just technically robust.
5. Market Adoption and Scale
a. Accordingto Paxos, in its first five years of its stablecoin platform, they
issued/redemed over $120 billion worth of USD stablecoins. (paxos.com)
b. Thisis a sign of real, large-scale adoption, not just experimental usage.
6. Setting Industry Standards
a. Paxos’s practices in reserve management, regulation, third-party audits, and
compliance are often cited by other stablecoin issuers and infrastructure
companies. They help define what “trusted stablecoin issuance” looks like
from a regulatory and risk perspective.

Key Risks, Challenges, & Criticisms

Paxos is not without risks and controversy. Some of the challenges they face (or have
faced):

1. Regulatory Risk
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a.
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. Operating as a trust company under NYDFS is good for compliance but also

means intense scrutiny.

. Asregulations evolve, particularly around stablecoins, Paxos could face

additional regulatory burdens.

. Counterparty Risk & Compliance Failures

In August 2025, Paxos reached a $48.5 million settlement with New York
regulators related to its former partnership with Binance over BUSD
issuance. (Reuters)

This underscores the operational and compliance risk in dealing with large
exchange partners.

. Technical Risk

Mistakes in smart contracts, reserve management, or minting/burning logic
can be costly.

. As stablecoin demand grows, Paxos must scale securely without

compromising its reserve and redemption guarantees.

. Competition

There are many stablecoin issuers (Circle, Tether, etc.) and blockchain
infrastructure companies. Paxos must continuously innovate to stay
relevant.

. New regulations (e.g., MiCA in Europe) or decentralized finance (DeFi)

solutions could challenge its business model.

Reputation Risk

a.

Given its regulated status, any misstep (technical or compliance) can
damage trust, which is core to its value proposition.

. Transparency is double-edged: while their reserve reports and audits build

trust, any discrepancy or bad news gets amplified.

Why Paxos Matters — Big Picture

Institutional Gateway to Crypto: Paxos is one of the most credible “on-ramps” for
traditional financial institutions and fintechs to enter crypto. Its regulated
infrastructure makes it safer for large companies to build with digital assets.

Stabilizing Force in Stablecoins: Because of its regulatory trust charter and

backing, Paxos-stablecoins could be among the more “stable” and compliant

choices for enterprises.
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e Tokenization of Real-World Assets: By allowing tokenization (like gold via PAXG),
Paxos is pushing forward the concept of real-world assets on blockchain.

e Financial System Modernization: Through settlement services, Paxos contributes
to modernizing how securities and other financial products are cleared and settled
— potentially driving greater efficiencies.
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