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The year of the Black Swan
Terra Luna - Celsius - Three Arrows Capital - BlockFi - FTX’s fall outs
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The asset class dropped from a $3 tn peak to +/- $800 bn (Dec 2022) BA‘\/I
As a result, most of the gains from previous market peak were erased
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This was the 2nd worst annual return for Bitcoin since launch BAM
The wider market crashed even more (90% drawdown for many altcoins)
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Note: the worst annual return for Bitcoin was -73% in 2018.
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Despite setbacks, digital assets are here to stay BAM
Increased institutional adoption, more use cases. DeFi remains in its infancy, hence the potential

® Transactions amounted to over +$7 tn of value on chain
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The digital assets ecosystem generates billions of annual revenues already
Those are real revenues produced by main blockchains & Dapps

© Blockchain & Dapps annual revenues reached + $5.2 bn in 2022

© Binance annual revenue reached + $12 bn in 2022 (10x in 2 years) / +30 mn users
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Institutional investors are entering the asset class irrespectively of market volatility

© Number of M&A deals has sky rocketed and shows increasing interest
® In 2022, 49% of VC Dollars went towards DeFi, Scaling Solutions and alternative Layer 1 protocols

Amount raised $ mn

Number of M&A transactions DeFi

945

Scaling solution 550

Layer 1
196
Development tool
171
147 CEX
123 i
Smart Contract & Security
98
Social & Web 3.0
74
50 Data and ID
DAO
25
Cross-Chain

12/31/2016 12/31/2017 12/31/2018 12/31/2019 12/31/2020 12/31/2021 12/31/2022

DEX

456

352

Analytics 251

235

Zero Knowledge Industry 204

148

i

92

67

3/M

15

5

24

10

2

2

Social Platform

2

1

2023 © Block Asset Management

7



3/M

What indicators tell us about the current cycle



Bitcoin’s scheduled block reward halving has historically provided a positive impact on price BAM

® Crypto cycles last 4 years on average
® Cycle low occurs ahead of the event, historically approx. 15 months earlier (pre-halving rally)
® Investors positioning ahead of the halving have benefited historically from spectacular returns
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Bitcoin is getting increasingly scarce BA‘\/I
Stock-to-Flow model suggests Bitcoin should reach $100.000 by 2024. Currently the most undervalued since 2013

© The circulating supply of Bitcoin currently stands approx. at 19.3 mn (92% of the capped maximum supply of 21 mn coins)
® Now, there are only approx. 1.7 mn left to be mined before the limit of 21 mn Bitcoins is reached
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Note: as the amount of bitcoins to be mined reduces over time, the stock to flow number increases, as supply coming onto the market is reducing. That is why this
model is forecasting that the price of Bitcoin will increase in the future. 2023 © Block Asset Management 10



Investors’ P&L for Bitcoin is in capitulation territory
Historically, those were the best moments to invest, on a contrarian basis
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Bitcoin Reserve Risk currently at lowest level ever, which is bullish BAM
Suggests a high conviction among long term holders
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Note: Reserve Risk allows us to visualise the confidence amongst long-term Bitcoin holders relative to the price of Bitcoin at a given moment in time. When confidence is high and
price is low then there is an attractive risk/reward to invest in Bitcoin at that time (green zone). When confidence is low and price is high then risk/reward is unattractive (red zone).
Investing in Bitcoin during periods where Reserve Risk is in the green zone has produced outsized returns over time.
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We are now entering the best part of the cycle to invest
Based on past cycles, the window of opportunity is now

Bitcoin's Historical Drawdowns
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What happened the last time we experienced a cycle low?
Block Asset Management delivered x10 return

® Significant outperformance on the upside as the best funds greatly outperform the average
© Average funds delivered less than half the return of the best funds
® The worst performing funds captured a fraction of the recovery
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Note: using the Nillson Hedge database of crypto funds, we found out that Blockchain Strategies Fund (BSF) performance was highly correlated with the 1st quartile
of the best funds (all strategies). Reason is there was a high dispersion of returns amongst fund managers during the last bull market, and therefore more room to
outperform picking the best ones.
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Summary to conclude BAM

® 2022 was a terrible year for digital assets but has
created an overwhelming investment opportunity

® Valuation, cycle and price indicators suggest that we
are now entering the most favourable investment
period for investors

® 2023 is expected to be a recovery year, the low might
be already in!

® Due-diligence, diversification and liquidity remain key
requirements of an investment strategy in digital assets
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Disclaimer

The material being provided (the ‘Material’) including all information relating to the Block Asset Management S.a.r.l. range of funds and strategies (each a
“Fund”, together the “Funds”) is confidential and is intended solely for the use of the person or persons to whom it is given or sent and may not be
reproduced, copied or given, in whole or in part, to any other person. The Material is not approved for the public and is only intended for recipients who would
be generally classified as “qualified”,” professional”,” accredited” or “ institutional” investors. The Material is not designed for use in any jurisdiction or location
where the publication or availability of the Material would be contrary to local law or regulation. If you have access to the Material it is your responsibility to be
aware of and to observe all applicable laws and regulations of any relevant jurisdiction and it is recommended an investor first obtain appropriate legal, tax,
investment or other professional advice prior to acting upon the Material. The Material is for information only and does not constitute or form part of any offer
to issue or sell, or any solicitation of any offer to subscribe for or purchase an investment in the Funds, nor shall it or the fact of its distribution form the basis
of, or be relied upon in connection with, any contract for investment in the Funds. Any such offer shall only be made pursuant to the offering material regarding
the Funds. The Funds are subject to management, administration and performance fees. Past performance is not necessarily a guide to future performance.
Investors may not receive back the full amount invested and may suffer capital loss. Investments in the Funds may not be readily realizable. Opinions
expressed in this document may be changed without notice at any time after publication. Nothing in this document shall constitute advice on the merits of
buying and selling an investment. All income, capital gains and other tax liabilities that may arise as a result of participating in this investment structure, remain
that of the investor.
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