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To those just beginning their foray into the digital assets space, August may not have appeared to be much

more than a flat month.

Bitcoin rose a modest 3.32% amidst consistently strong spot volumes in the $1B - 2B range while pushing

towards a high of $12,400 mid-month, finishing with a closing mark of $11,731.42. It continued to build

around its narrative as tech stocks in the NASDAQ 100 pushed to record highs, gaining another 10.94%

while the S&P 500 rose 6.98%.

The broader market had more overt activity. The Bloomberg Galaxy Crypto Index (BGCI), which measures

the broader digital assets market, rose 11.21% to 558.82 for its highest monthly close of 2020. This was

largely driven by the continued out-performance of Ethereum, which finished with a price of $438.16, an

increase of 27.10%. Decentralized finance (DeFi) growth continued to “lock in” billions while investors

expanded their exploration of DeFi applications. For peer-to-peer primitive financial functions such as

lending, debt issuance, and compounding interest, ETH continues to benefit as the backbone for these

transactions’ operations.

Back to bitcoin: unbeknownst to many casual observers, August saw one of the most seminal and

legitimizing events for the space to date. MicroStrategy Inc., a business intelligence software firm publicly

traded on the NASDAQ (ticker: MSTR), announced a balance sheet investment of $250 million into bitcoin.

This represents nearly 20% of the firm’s overall cash position, with CEO Michael Saylor citing that cash

returns were fading amidst a weakening greenback. While it is unclear how many other companies have

chosen to use working cash to invest in bitcoin under the current macro environment, this could be an

indication of what is yet to come as a sophisticated base of investors consider the long-term impact of

inflation due to COVID-19, unprecedented government stimulus, and global political, social, and economic

uncertainty. Note also that this announcement came after an earnings call in which the CEO said the

company was considering gold, bitcoin, and other alternative investments. This seems to indicate that, after

careful consideration, bitcoin became an asset of choice to mitigate inflation concerns for the company.

In closing I’d like to highlight some notable quotes from Mr. Saylor:.



“This investment reflects our belief that bitcoin, as the world’s most widely-adopted cryptocurrency, is a

dependable store of value and an attractive investment asset with more long-term appreciation potential than

holding cash… MicroStrategy has recognized bitcoin as a legitimate investment asset that can be superior to

cash and accordingly has made bitcoin the principal holding in its treasury reserve strategy.”

Saylor continued, “We find the global acceptance, brand recognition, ecosystem vitality, network dominance,

architectural resilience, technical utility, and community ethos of bitcoin to be persuasive evidence of its

superiority as an asset class for those seeking a long-term store of value… Bitcoin is digital gold—harder,

stronger, faster, and smarter than any money that has preceded it. We expect its value to accrete with

advances in technology, expanding adoption, and the network effect that has fueled the rise of so many

category killers in the modern era.”

INDUSTRY INSIGHTS

• The Decentralized finance (DeFi) ecosystem on Ethereum saw its hottest month ever in August with the 

“Total Value Locked” in associated Ethereum smart contracts climbing from $4.1 billion to $9.6 billion. 

Yearn.finance, a protocol for maximization of yield on cryptoassets that optimizes across lending 

protocols, is one reason why. Yearn.finance grew to $967 million locked in its smart contracts in just over 

30 days since its inception. Yearn.finance is a community-driven money manager, where strategies for 

optimizing yield are discovered and implemented by the community, and its token YFI endows holders 

with the rights to the revenues of the fund and governance over the fund’s parameters.

• In some of the early M&A activity in the crypto world, FTX acquired Blockfolio for $150 million. FTX is a 

derivatives exchange while Blockfolio is a mobile-based price tracker and portfolio monitor notable for its 

ability to attract retail users who use the application to track prices and receive news and notifications. 

Blockfolio after the acquisition is expected to act as an on-ramp for retail traders to FTX, which has 

traditionally been populated by professional traders. Galaxy Digital’s Investment Banking team acted as 

a financial advisor to Blockfolio. The deal is the start of what is expected to be a lively market for M&A as 

the heavily fragmented space begins to consolidate.

• As transaction fees have become unsustainably high on Ethereum, other general-purpose compute 

chains gained traction in August. Serum, a new decentralized exchange (DEX) backed by FTX, will be



• based on Ethereum competitor Solana, which is a highly-optimized Layer 1 blockchain. Serum’s main

advantage is that it can run a full orderbook on-chain due to the tremendous speeds of Solana. Jump

Trading recently announced that it would make markets on Serum. In early September, Tether also

announced it would partially operate on Solana. Meanwhile, transfers were enabled on Polkadot in

August. Polkadot, another high-profile Ethereum competitor, delivers a sharded network architecture

several years ahead of Ethereum 2.0, which is Ethereum’s next-generation project to enhance throughput

on the network, attempting to raise Ethereum to Visa-like throughput beyond its current 20 transactions

per second mark.

•

• Hester Peirce was sworn in for a second term as SEC Commissioner in August. Peirce has been

constructive when it comes to cryptocurrencies and blockchains, previously proposing that a three-year

window to achieving full decentralization should be afforded to early stage projects who suffer from a

chicken-and-egg problem. SEC Commissioner terms run five years, which means she will preside over

important future regulation. In an interview this August she opined, “The goal of DeFi, as I understand it, is

to eliminate intermediaries and to allow people to engage with one another directly. And typically, the way

regulators have regulated the financial system is to regulate intermediaries.” In this sense, Peirce hints

that there could be some friction going forward.

Data Point 8/31/2020 7/31/2020 Delta

BGCI 558.82 502.5 11.21%

Bitcoin $11,731.42 $11,354.56 3.32%

Ethereum $438.16 $344.73 27.10%

XRP $0.2822 $0.2554 10.41%

EOS $3.2533 $3.10 4.80%

Bitcoin Cash $274.66 $302.27 -9.13%

Litecoin $61.36 $58.13 5.07%

Total Market Cap $361.76 BN $346.84 BN



Sources: Decrypt, CoinTelegraph, The Block, Defi Pulse

Disclaimers:

The information (Information) contained herein must be kept strictly confidential and may not be reproduced or redistributed in whole or in part, in any format,

without the express written approval of Galaxy Digital Capital Management LP (GDCM). By accepting this document, you acknowledge and agree that all of the

Information contained in this document is proprietary to GDCM and will be kept strictly confidential by you.

The Information is being provided to you solely for informational purposes about GDCM, the Galaxy Crypto Index Master Fund LP and the Galaxy Bitcoin Funds

(collectively, the Fund), and may not be used or relied on for any purpose (including, without limitation, as legal, tax or investment advice) without the express

written approval of GDCM. The Information is not an offer to buy or sell, nor is it a solicitation of an offer to buy or sell, interests in the Fund or any advisory

services or any other security or to participate in any advisory services or trading strategy. If any offer and sale of securities is made, it will be pursuant to the

confidential offering memorandum of the Fund (the Offering Memorandum). Any decision to make an investment in the Fund should be made after reviewing

such Offering Memorandum, conducting such investigations as the investor deems necessary and consulting the investor’s own investment, legal, accounting

and tax advisors in order to make an independent determination of the suitability and consequences of an investment. Except where otherwise indicated, the

Information is based on matters as they exist as of the date of preparation and not as of any future date, and will not be updated or otherwise revised to reflect

information that subsequently becomes available, or circumstances existing or changes occurring after the date hereof.

Investing in financial markets involves a substantial degree of risk. There can be no assurance that the investment objectives described herein will be

achieved. Any investment in the Fund may result in a loss of the entire amount invested. Investment losses may occur, and investors could lose some or all of

their investment. No guarantee or representation is made that GDCM’s investment strategy, including, without limitation, its business and investment objectives,

diversification strategies or risk monitoring goals, will be successful, and investment results may vary substantially over time. Nothing herein is intended to imply

that the GDCM’s investment methodology may be considered “conservative”, “safe”, “risk free”, or “risk averse.” Neither historical returns nor economic, market

or other performance is an indication of future results. Investment in the Fund is different from the Bloomberg Galaxy Crypto Index. The performance of the Fund

will vary from the performance of the Bloomberg Galaxy Crypto Index and the Bloomberg CFIX.

Market index information shown herein, such as that of the Bloomberg Galaxy Crypto Index, is included to show relative market performance for the periods

indicated and not as standards of comparison, since these are unmanaged, broadly based indices which differ in numerous respects from the portfolio

composition of the Fund. Market index information was compiled from sources that GDCM believes to be reliable. No representation or guarantee is made

hereby with respect to the accuracy or completeness of such data. The information contained herein is provided for informational purposes only, is not complete,

and does not contain certain material information about the Fund, including important disclosures and risk factors associated with an investment in the Fund, and

is subject to change without notice. This document is not intended to be, nor should it be construed or used as an offer to sell, or a solicitation of any offer to buy,

shares or limited partnership interests in the Fund. Securities transactions are effected through Galaxy Digital Partners LLC, a member of FINRA and SIPC.

Certain statements reflect GDCM’s views, estimates, opinions or predictions (which may be based on proprietary models and assumptions, including, in

particular, GDCM’s views on the current and future market for digital assets), and there is no guarantee that these views, estimates, opinions or predictions are

currently accurate or that they will be ultimately realized. To the extent these assumptions or models are not correct or circumstances change, the actual

performance of GDCM and the BGCI may vary substantially from, and be less than, the estimated performance. None of GDCM, the Fund nor any of their

respective affiliates, shareholders, partners, members, directors, officers, management, employees or representatives makes any representation or warranty,

express or implied, as to the accuracy or completeness of any of the Information or any other information (whether communicated in written or oral form)

transmitted or made available to you. Each of the aforementioned parties expressly disclaims any and all liability relating to or resulting from the use of the

Information or such other information. GDCM does not provide tax, accounting or legal advice. Notwithstanding anything to the contrary, each recipient of this

Information, and each employee, representative or other agent of such recipient may disclose to any and all persons, without limitation of any kind, the U.S.

income and franchise tax treatment and the U.S. income and franchise tax structure of the transactions contemplated hereby and all materials of any kind

(including opinions or other tax analyses) that are provided to such recipient relating to such tax treatment and tax structure insofar as such treatment and/or

structure relates to a U.S. income or franchise tax strategy provided to such recipient by GDCM.

Certain information contained herein constitutes forward-looking statements, which can be identified by the use of terms such as “may”, “will”, “should”, “expect”,

“anticipate”, “project”, “estimate”, “intend”, “continue” or “believe” (or the negatives thereof) or other variations thereof. Due to various risks and uncertainties,

including those discussed above, actual events or results, the ultimate business or activities of GDCM or the Fund or the actual performance of GDCM or the

Fund may differ materially from those reflected or contemplated in such forward-looking statements. As a result, investors should not rely on such forward-looking

statements in making their investment decisions. None of the Information has been filed with the U.S. Securities and Exchange Commission, any securities

administrator under any state securities laws or any other governmental or self-regulatory authority. No governmental authority has opined on the merits of the

offering of any securities by the Fund, or the adequacy of the information contained herein. Any representation to the contrary is a criminal offense in the United

States.

Certain information contained herein (including financial information) has been obtained from published and non-published sources. Such information has not

been independently verified by GDCM, and GDCM does not assume responsibility for the accuracy of such information. Affiliates of GDCM own investments in

some of the digital assets, protocols and companies discussed in this newsletter.

BLOOMBERG is a trademark or service mark of Bloomberg Finance L.P. GALAXY is a trademark of GDCM. Bloomberg Finance L.P. and its affiliates

(collectively, Bloomberg) are not affiliated with GDCM, the Fund and their respective affiliates (collectively, Galaxy). Bloomberg’s association with Galaxy is to act

as the administrator and calculation agent of the Index, which is the property of Bloomberg. Neither Bloomberg nor Galaxy guarantee the timeliness,

accurateness, or completeness of any data or information relating to the Index or results to be obtained. Neither Bloomberg nor Galaxy make any warranty,

express or implied, as to the Index, any data or values relating thereto or any financial product or instrument linked to, using as a component thereof or based on

the Index (Products) or results to be obtained therefrom, and expressly disclaims all warranties of merchantability and fitness for a particular purpose with respect

thereto. To the maximum extent allowed by law, Bloomberg, Galaxy and its or their licensors, and its and their respective employees, contractors, agents,

suppliers, and vendors shall have no liability or responsibility whatsoever for any injury or damages—whether direct, indirect, consequential, incidental, punitive,

or otherwise—arising in connection with the Index, any data or values relating thereto or any Products—whether arising from their negligence or otherwise.


