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December 2020 was another record-breaking month

for bitcoin and digital assets, perhaps one that will

be remembered as definitive to the staying power of

the asset class. Growth is happening in price, market

share, and, most importantly, adoption as investors

continue embrace the digitization of finance. Bitcoin

finished the month up 49.24% with a closing price of

$29,036.59 while the Bloomberg Galaxy Crypto

Index (BGCI) measuring broader large cap assets

rose 18.46% to a closing mark of 1051.10.

However, as I write this update, it is hard to ignore

the feverish pace at which digital assets are moving

in early January; bitcoin topped $40,000 and now

hovers in the $35,000 range and the BGCI is

wrapped around 1500. We are in uncharted territory

with new highs and parabolic moves shaken off as

the norm. This price action is spectacular, but we

should focus on why it is happening and what is

really defining this rally as we enter a new paradigm

for the digital assets space.

December continued to build on the momentum of

November’s clear arrival of “the herd”. We can define

this rally with one word: institutional. As we look

back on what happened in December and toward

.

2021, the repeated arrival of institutional capital will

likely advance the current run further (with expected

volatility along the way).

Here are recent developments supporting the

institutionalization of digital assets:

Direct Investment

• MicroStrategy announced a $400mm convertible

bond offering to buy bitcoin; the deal upsized to

$550mm and closed at $650mm

• Insurance giant MassMutual announced a

$100mm investment into bitcoin

• Asset manager One River disclosed a $600mm

bitcoin purchase, committing to a $1bn position

• Ruffer, the $27bn UK-based hedge fund, disclosed

a bitcoin position of nearly $750mm

Financial Sector

• JPMorgan estimated that a 1% allocation to

bitcoin from pensions and insurance companies

would require $600bn of buying

• Fidelity announced that it will hold bitcoin as

collateral for cash loans

MARKET COMMEN TARY



3GALAXY FUND MANAGEMENT

• Guggenheim CIO Scott Minerd indicated that

bitcoin’s fundamental value could be $400,000

• JPMorgan said gold will suffer for years because

of bitcoin and made a $146,000 long-term price

prediction

• Jefferies strategists called for cuts to gold

exposure in favor of bitcoin

• CME announced that Ethereum futures will

launch in February

• Standard Chartered Bank launched crypto trading

• BBVA launched services for digital assets

• SBI acquired digital asset trading firm B2C2

• S&P Dow Jones announced its intention to

provide indices for digital assets

• American Express invested in crypto trading

platform Falcon X

Notable Happenings

• Coinbase filed an S-1, signaling its intention to go

public

• Visa partnered with stablecoin USDC, enabling its

60 million merchants to use it

• Stablecoin Tether (USDT) attained a $20bn

market cap

• Spotify signaled its intention to possibly accept

digital asset payments

As we digest the current market prices against the

backdrop of increasing institutional adoption, the

2021 outlook is one of optimism and growth for

digital assets—and a new frontier for investors in

digitized financial applications and networks.
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Aside from raw price action, December was

characterized by several regulatory decisions for

crypto. The STABLE Act, announced in early

December, attempted to get ahead of Facebook’s

Diem (rebranded from Libra) launch by designating

stablecoins as dollar-denominated deposits. This

subsequently places stablecoin providers like Tether,

Centre, and Maker under the purview of banking

licenses. The STABLE Act, introduced by

Congresswoman Rashida Tlaib (D – MI),

Congressman Jesus Garcia (D – IL), and

Congressman Stephen Lynch (D – MA), has not yet

made a splash in Congress.

Just before the holidays, the Treasury Department’s

FinCEN group proposed that all transactions to and

from hosted crypto wallets (a wallet owned by an

exchange, custody provider, or other entity on behalf

of a customer) comply with new recordkeeping and

reporting requirements on transactions above

certain thresholds. Galaxy Digital and similar

businesses have exercised an abundance of caution

in following FinCEN guidance to date for the

activities covered in the proposal. While there may

be increased reporting cost and operational burden

if the proposed rule were to go into effect, best

.

practices already involve gathering the information

and reporting suspicious activity to the relevant

agencies.

The Securities and Exchange Commission filed

a lawsuit against Ripple, the California company

behind XRP, for allegedly conducting an

unregistered securities offering. Ripple quickly

denied any allegations of wrongdoing.

Finally, in the first days of January, the Office of

the Comptroller of the Currency (OCC) said

that US banks may participate in node verification

and use stablecoins on public blockchains. The

OCC’s ruling lays the ground for US banks to

participate in crypto networks with full nodes and to

conduct business in stablecoins on-chain. It

eventually paves the way for banks to settle on

public blockchains like Ethereum.

Decentralized Finance (“DeFi”) protocols on

Ethereum continued to grow in December, both in

their market capitalization and in their usage.

Decentralized exchanges like Uniswap, SushiSwap,

and Curve and lending protocols like Compound and

Aave grew from a minor part of the crypto ecosystem

.
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Recently-public tech company

DATA POINT 12/31/2020 11/30/2020 DELTA

BGCI 1051.1 887.3 18.46%
BITCOIN $29,036.59 $19,456.81 49.24%
ETHEREUM $742.94 $607.60 22.27%
EOS $2.59 $3.21 -19.54%
Bitcoin Cash $341.6 $314.04 8.78%
Litecoin $124.34 $86.813 43.24%
Total Market Cap $756.98 BN $535.31 BN

to perhaps its largest secular trend during 2020.

Now, 30d annualized revenues compete with the

annualized revenues of established public tech

companies, suggesting crypto networks and the

applications built on top of them are blossoming into

systemically important products.

$0

$100

$200

$300

$400

$500

$600

$700

M
ill

io
ns

Annualized revenue of Protocols versus select Recently-
Public Tech Co's (30d vs. quarterly annualized)

 $-

 $10,000

 $20,000

 $30,000

 $40,000

 $50,000

 $60,000

 $70,000

 $80,000

 $90,000

Market Cap of Protocols versus select Recently-Public Tech 
Co's (30d vs. quarterly annualized)

Crypto protocol

At the beginning of December, Visa announced an

agreement with Circle to use the USDC stablecoin

as a currency in its payment network, including as a

means of exchange for Visa’s 60 million merchants.

USDC primarily operates on Ethereum but also

exists in smaller amounts on other blockchains.
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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.

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
xxxxxxxxx
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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.

Sources: Bloomberg, Galaxy Digital Research, TokenTerminal, CoinGecko, The Block, Nasdaq, OCC, FinCEN, Rashida Tlaib
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