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Executive Summary

This report provides a granular architectural analysis of Confidential USDC (cUSDC) and Confidential USDT
(cUSDT), examining the cryptographic paradigms of Fully Homomorphic Encryption (FHE) on public ledgers. It
addresses the corporate dynamics between Zama, Circle, and Tether, unpacks the legal stress-test incident of

May 2026, and maps the positioning of FluidCluster's Ecompensa infrastructure acting as an algorithmic
settlement proxy for wholesale Central Bank Digital Currencies (CBDCSs).

1. Technical & Structural Matrix

The core distinction between the two leading confidential stablecoins lies in corporate backing and
implementation scope. While cUSDC originated from open academic frameworks to standardise confidential
ERC-20 structures, cUSDT represents a deeply integrated, production-scale commercial partnership.

Technical Vector

View Keys Capability

Framework Origin

Cryptographic Engine

Composability Type

Control Mechanisms

Regulatory Status

Programmable Delegated Viewing Keys:
Built into the cERC-20 standard, allowing
users to grant temporary, read-only
cryptographic access to third-party auditors or
regulators without exposing spend keys.

Co-developed by Inco Network & Circle
Research as an open-source technical
whitepaper.

Fully Homomorphic Encryption (FHE) via
Zama's FHE-EVM architecture.

Full Native DeFi Composability: Integrated
into public yield avenues like the Steakhouse
Confidential USDC Prime Vault on Morpho for
encrypted lending markets.

Subject to Circle's automated smart-contract
blacklist hooks, executing transitive
compliance boundaries.

mm Subjected to a 3-day freeze in May 2026
due to third-party civil litigation; subsequently
overturned and fully restored by judicial order.

Confidential USDC (cUSDC) Confidential USDT (cUSDT)

Programmable Access Controls: Built on
the ERC-7984 standard, enabling authorized
compliance disclosures through custom
encrypted access structures when required by
global guidelines.

Direct operational partnership launched by
Zama with official verification and adoption
from Tether.

Fully Homomorphic Encryption (FHE) natively
via Zama's unified protocol layer.

Multi-Vault Composability: Distributed
across 16 curated vaults spanning multiple
confidential asset classes (USDC, USDT,
WBTC) on public protocols.

Operates under Tether's standard multi-sig
censorship model via wrapper boundaries.

m Fully operational with no historical
corporate freezes or legal interruptions
targeting the pool.



2. Strategic Interrogations & Hidden Realities

Contrary to common perception, Zama and Circle are not corporate allies. cUSDC is a permissionless
implementation built on open-source research. This independence explains why Circle's automated systems
blacklisted the entire wrapper contract in May 2026 without prior coordination with Zama. From this sequence of
events, three major market trends can be extrapolated:

e The Privacy Failsafe Paradigm: The rapid judicial reversal of the cUSDC freeze established a precedent
for 'transitive compliance,' proving to global regulators that FHE pools can support targeted enforcement
actions without penalising unlinked pool depositors.

e Tether’s First-Mover Capture: Recognizing the regulatory exposure of uncoordinated third-party wrappers,
Tether partnered directly with Zama to build cUSDT with built-in sovereign access controls, cementing its
role in institutional offshore liquidity.

e The Curated Institutional Compromise: Neither asset represents absolute anonymity. Instead, they
introduce a hybrid 'opt-in compliance' framework engineered for Wall Street and large asset pools requiring
front-running/MEV defense alongside regulatory audit-readiness.

3. FluidCluster Ecompensa as the Sovereign Clearing Proxy

Within this framework, FluidCluster’'s Ecompensa acts as a critical institutional middle layer, operating as an
algorithmic sovereign infrastructure proxy that links central banking networks to public FHE stablecoin pools.

Wholesale Netting Optimization: Central banks cannot hold private stablecoins directly due to strict
counterparty mandates. Ecompensa resolves this constraint by ingesting on-chain cUSDC and cUSDT
positions, performing high-frequency multilateral netting, and passing zero-risk settlement records to
sovereign ledger nodes.

The Blind Triangle Architecture: To reconcile corporate demands for total trade secret confidentiality with
central bank oversight requirements, Ecompensa uses multi-party transaction matrices. It processes FHE
math locally, updating domestic frameworks without exposing raw transactional data to external actors.

Systemic Freezing Insulation: By operating as a localized routing layer, Ecompensa insulates domestic
economic nodes (such as Portuguese enterprise hubs) from foreign judicial actions. If a public token
wrapper suffers an automated block, Ecompensa automatically redirects clearing paths to avoid financial
disruption.
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