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Approval Phishing Drain: How a
Single Malicious Signature Cost One
User $337,069 in USDT

No exploit. No vulnerability. Just one fraudulent approve() call and a
drained wallet.

Attack Snapshot

victim Private Ethereum wallet holder (address undisclosed for privacy)

date 2026-02-25

loss $337,069 (USDT, ERC-20)

attack Type Phishing — malicious ERC-20 approval signature

chain Ethereum Mainnet

attribution Unidentified scam cluster; funds routed to multiple scam-
associated addresses flagged by on-chain threat intelligence
providers

Executive Summary

On February 25, 2026, an individual Ethereum user was socially engineered into signing
a malicious approve() transaction on the Tether (USDT) contract, granting an attacker-
controlled address unlimited spending allowance over the victim's USDT balance. The
attacker subsequently executed transferFrom() calls to siphon approximately $337,069
in USDT to a network of scam-associated wallets. No smart contract vulnerability was
exploited; this was a pure social engineering attack leveraging the ERC-20 approval
mechanism. The incident underscores the persistent, structural danger of the
approve/transferFrom pattern and the inadequacy of wallet-level user protections
against deceptive transaction prompts.




What Happened

The attack began with a social engineering lure — the precise vector is consistent with
patterns observed across the phishing-approval threat landscape in early 2026. The
victim likely encountered a deceptive dApp frontend, a spoofed transaction prompt, or a
malicious link distributed via social channels (Discord, Telegram, X, or email). The
prompt was designed to appear legitimate, masking the true nature of the on-chain
action: an approve() call on the USDT
(OXdAC17F958D2ee523a2206206994597C13D831ec7) contract, granting the attacker's
address an effectively unlimited token allowance.

The victim signed the transaction. From a technical standpoint, the approve() call
executed cleanly — it is a standard, intended function of ERC-20 tokens. No anomalous
contract interaction occurred. The victim's wallet software likely displayed the
transaction details, but approval transactions are notoriously opaque to average users.
Most wallet interfaces at the time of the incident still did not adequately surface the risk
of granting third-party spending permissions, particularly for large or unlimited
allowances.

Once the approval was confirmed on-chain, the attacker moved quickly. Within a short
window — likely minutes to hours — the attacker's address (or a relay address under
their control) called transferFrom() on the USDT contract, moving approximately
$337,069 from the victim's wallet to a series of intermediary addresses. These
addresses were subsequently flagged by on-chain analytics platforms as belonging to a
known scam cluster, consistent with organized phishing operations that reuse
infrastructure across multiple campaigns.

The funds were dispersed across multiple wallets in a rapid layering pattern, a standard
obfuscation technique. Preliminary on-chain tracing suggests the funds were
fragmented and likely routed toward centralized exchanges or cross-chain bridges for
laundering. The speed and efficiency of the drain suggest automation — the attacker
likely monitored the approval transaction's confirmation and triggered the transferFrom()
programmatically.

This incident is not novel in its mechanics but is significant in its scale for a single-user
drain. The $337,069 loss places it in the upper tier of individual phishing-approval
incidents. It is a textbook example of why the ERC-20 approve/transferFrom pattern
remains one of the most dangerous attack surfaces in the Ethereum ecosystem — not
because of a code flaw, but because of a design pattern that places catastrophic trust
decisions in front of users who are ill-equipped to evaluate them.

No protocol was compromised. No bug bounty applies. The victim bore the entire loss.
This is the structural reality of approval-based phishing: the user is the single point of
failure, and the ecosystem has been slow to build adequate guardrails.

Kill Chain

1. Social Engineering Lure



The attacker delivered a deceptive prompt to the victim — likely via a spoofed dApp
interface, phishing link, or fraudulent communication channel. The lure was crafted to appear as
a routine or expected interaction (e.g., a token claim, airdrop, dApp connection, or trade
confirmation).

2. Malicious approve() Signature

The victim was presented with a transaction for signing that invoked approve() on the USDT
contract (OxdAC17F958D2ee523a2206206994597C13D831ec7), setting the attacker's address
as an approved spender with an unlimited (or sufficiently large) allowance. The victim signed
and broadcast the transaction.

3. Automated transferFrom() Drain

Upon confirmation of the approval transaction, the attacker (likely via automated bot) called
transferFrom() to move the victim's entire USDT balance — approximately $337,069 — to an
attacker-controlled address. The ERC-20 contract executed the transfer as designed, since
valid approval existed.

4. Fund Dispersion and Obfuscation

The stolen USDT was rapidly fragmented and routed through multiple intermediary wallets
associated with a known scam cluster. Funds were likely moved toward centralized exchange
deposit addresses or cross-chain bridges to hinder tracing and enable conversion or cash-out.

Where Users Failed Themselves

— Signed an approve() transaction without verifying the spender address or the
allowance amount. The transaction would have shown an unfamiliar address being
granted permission to spend USDT — a critical red flag that was not recognized.

— Interacted with an unverified or spoofed dApp frontend or link. The initial lure
succeeded, meaning the victim did not independently verify the legitimacy of the
interface or URL before connecting their wallet and signing transactions.

— Did not use a wallet with robust transaction simulation or human-readable approval
warnings. Many wallets in 2026 still present approve() calls without adequate
contextual warnings about the risk of granting token spending permissions to unknown
addresses.

— Had a large USDT balance ($337K) in a hot wallet connected to a browser without
implementing allowance management hygiene — no hardware wallet confirmation
gate, no allowance monitoring, no spending caps.

— Failed to revoke the malicious approval immediately. Even after the initial approve()
was signed, a rapid revocation (setting allowance to 0) before the attacker's
transferFrom() could have prevented the drain. This window, however, is typically very
short.

Prevention Checklist

FOR INDIVIDUAL USERS



L1 NEVER sign approve() transactions from unfamiliar or unverified sources. Treat every
approval request as a potential unlimited access grant to your entire token balance.

[1 Use a hardware wallet for any address holding significant value. Require physical
confirmation for every transaction, which introduces a critical friction point against phishing.

[ Regularly audit and revoke outstanding token approvals using tools like Revoke.cash or
Etherscan's Token Approval Checker. Maintain a zero-standing-approval posture for high-
value wallets.

[1 Enable transaction simulation (e.g., via wallets like Rabby, or browser extensions like
Pocket Universe / Fire) to preview the actual on-chain effect of any transaction before
signing.

[l Segregate assets: keep large holdings in cold storage or dedicated vaults. Use a
separate hot wallet with minimal balances for active dApp interactions.

FOR PROTOCOLS & PROJECTS

[1 Wallet developers must implement human-readable, context-rich approval warnings that
clearly state: 'You are granting [address] permission to spend [amount] of [token]. This
address is [known/unknown].' Vague or technical prompts are unacceptable for security-
critical operations.

LI Implement default allowance caps or time-limited approvals in wallet Uls rather than
defaulting to unlimited (type(uint256).max) allowances.

[] Integrate real-time address reputation checks (via Chainalysis, Forta, or similar threat
feeds) into the transaction signing flow to flag known scam addresses before the user
confirms.

FOR THE ECOSYSTEM

[1 Accelerate adoption of ERC-2612 (permit) with improved UX and EIP-7702 patterns that
reduce reliance on the legacy approve/transferFrom flow for routine interactions.

[1 On-chain allowance monitoring services should provide real-time alerts (push
notifications, email) when a new approval is set on a user's address, enabling faster
revocation.

[ Centralized exchanges and bridge operators must enhance inbound fund screening to
freeze and return assets traceable to known phishing-approval drains within short time
windows.

Key Takeaway

An ERC-20 approve() transaction is not a formality — it is a signed authorization
granting a third party full access to your tokens. Treat every approval as if you are
handing someone the keys to your vault, because functionally, you are.
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