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It is often said that success happens when

preparation meets opportunity. When we look back

on October 2020 and its impact on the bitcoin story,

price may be the indicator that many point to as a

signal of its success. However, those more familiar

with the asset class know that preparation has been a

constant over the 10+ years of bitcoin’s existence.

Preparation has come in many forms: the Satoshi

white paper, viable exchanges, reputable data

sources and research providers, institutional

custody, and investor education to name a few. It has

also come in the form of sophisticated investors’

acceptance of a new asset class born out of code that

lives on the internet.

Overall, it is now safe to assume that we are headed

towards a new era for digital assets. In October

bitcoin rose 26.32% while the Bloomberg Galaxy

Crypto Index (BGCI) measuring the broader digital

asset market rose 14.62%. These moves came on the

heels of announcements and developments across

three major themes:

1. Corporate cash entering the market

2. Institutional on-ramps and infrastructure

3. Central bank participation

In what has been a consistent theme over three

months, bitcoin once again saw adoption at the

corporate level as a tool for balance sheet

management. As mentioned in previous newsletters,

MicroStrategy (NASDAQ: MSTR) has made a $425

million allocation, citing bitcoin as the best

risk/return hedge against inflation. In October two

more public companies announced allocations from

their balance sheets for the same reason. Square

(NYSE: SQ), led by long-time bitcoin proponent Jack

Dorsey, made a $50 million allocation,

approximately 1% of its cash reserves. In addition to

Square, London Stock Exchange-listed company

Mode Global Holdings (LSE: MODE) has allocated

up to 10% of its cash reserves to purchase bitcoin.

This is the first publicly traded company in the

United Kingdom to announce an investment in the

digital asset.

Perhaps the biggest announcement in October came

from payments giant PayPal (NASDAQ: PYPL).

Following a previous indication that the company

would make bitcoin available to its 346 million users,

they released an official announcement specifying

plans for users to begin buying, selling, and holding

digital assets on its platform. In addition to bitcoin,

PayPal will also provide the option for users to

.
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access Ethereum (ETH), Litecoin (LTC), and Bitcoin

Cash (BCH) via their platform. This is major news

that not only brings digital assets to the masses

globally, but also promotes the adoption of payments

using digital assets; PayPal included in its

announcement that it will enable its 26 million

merchants to use cryptocurrency as a funding source

for digital commerce. PayPal will likely continue to

grow its presence in the space by building out more

user-friendly on-ramps and making interesting

infrastructure moves organically and/or via

acquisition.

On a subtler but still important note, Central Bank

Digital Currencies (CBDCs) continue to be a major

theme in the digitization of cash. As we mentioned

.

last month, the EU made comments around the likely

issuance of a digital Euro in the near term. In

October the Financial Stability Board issued a high-

level recommendation around the oversight of a

“global stablecoin”, while the Bureau of Industry and

Security published information listing several G7

countries and the potential benefits of their

producing a CBDC. In 2021, look for central banks to

play a major role in furthering the adoption and

acceptance of digital assets.

As the value of major digital assets continues to

increase and announcements around the

development of the space continue to support them,

remember: success does not come without

preparation. Digital assets are ready.
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From a pure cryptocurrency performance

perspective, October was a fantastic month,

particularly for bitcoin which gained 26.3%. Though

Ethereum trailed bitcoin this month, it still gained

7.8%. PayPal’s announcement, discussed above, was

a catalyst for gains in the two cryptoassets in a year

full of catalysts for the digitization of financial

services. ETH is up 235.3% YTD, Square +180.1%,

BTC +118.7%, PayPal +89.1%, Mastercard +6.6%,

and Visa +5.7%. Legacy players lagging the

innovators are down: Western Union -19.6%,

JPMorgan -22.4%, Bank of America -28.7%,

Citigroup -43.9%, and Wells Fargo -56.8%. Broadly,

the secular trend towards the digitization of finance

is only strengthening.

Central bank digital currencies are an emerging

part of that story and will become ubiquitous faster

than most think. The People’s Bank of China started

pilot programs of its digital Yuan in October that

have now scaled up to more than 4 million

transactions cumulatively totaling 2 billion Yuan,

said Yi Gang, Governor of the People’s Bank of

China, at Hong Kong Fintech Week. Gang also made

notable comments at the event: that Fintech

companies have key advantages over commercial

banks in terms of developing a customer base and

.

managing risk, and that access to financial services

in remote areas has been boosted by new

technologies like microloans and mobile payments.

Russia is not waiting around for other countries to

develop their own digital currencies or

cryptocurrency capabilities. Gazprombank, the

banking arm of Russian energy behemoth Gazprom,

received approval to provide crypto services out of

their Switzerland arm in October. The services will

initially include custody and trading and be

accessible by a limited number of clients.

Meanwhile, Head of the Central Bank of Russia

Elvira Nabiullina says that Russia could release its

own digital Ruble by the end of 2021, adding that

“maximum trust and maximum confidentiality” are

goals for the project. China and Russia’s digital

currency strategies are part of a wider currency

battle being waged globally. Both countries are

actively trying to de-dollarize their economies. In Q1

2020, China paid for 50.8% of its imports from

Russia in euros and just 33.0% in dollars. That

figure was 0.7% in euros and 87.8% in dollars as

recently as recently as Q1 2018.

Separate from broader geopolitical movements, US-

based corporates have proven that inclusion of

.
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DATA POINT 10/30/2020 9/30/2020 DELTA

BGCI 546.34 476.66 +14.62%
BITCOIN $13,543.64 $10,721.92 +26.32%
ETHEREUM $383.49 $355.75 +7.80%
XRP $0.2385 $0.2395 -0.42%
EOS $2.51 $2.56 -1.90%
Bitcoin Cash $260.96 $225.99 +15.47%
Litecoin $54.00 $45.95 +17.52%
Total Market Cap $403.11 BN $343.99 BN

digital currency in their services can increase their

revenues today. Square’s CashApp generated $1.63

billion of revenue and $32 million in gross profit via

its bitcoin business in Q3 2020. It was a 186% gain

over Q2 bitcoin-related revenue and roughly a

doubling of profits. MicroStrategy notably

announced a series of balance sheet bitcoin

purchases over $100 million this summer and fall,

and their stock was up 22.6% in October.

Executives of BitMEX were charged by the

Department of Justice with violation of the Bank

Secrecy Act, claiming that its operators flouted Anti-

Money Laundering rules. The Department of Justice

claimed that BitMEX “failed to implement and

maintain even basic anti-money laundering rules…

.

one defendant went as far as to brag the company

incorporated in a jurisdiction outside the U.S.

because bribing regulators in that jurisdiction cost

just ‘a coconut.’” Bitcoin’s ability to shake this event

off was a signal of its bullish momentum.

The technology side of the space continues to press

forward. Filecoin launched this month, three years

after its $257 million ICO, and quickly became one

of the largest cryptocurrencies by fully diluted

valuation. Filecoin is an incentive system for the

IPFS decentralized storage protocol, and its system

now comprises as much as 650 terabytes.

Additionally, the long-awaited NuCypher project, a

decentralized key management system, launched its

mainnet on October 15.
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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.
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