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When history looks back on the progression of the digital asset class—its graduation from cypher-punks in
the far corners of the internet to Main Street investors—July 2020 may prove to be a pivotal moment. Digital
assets are seeing their highest demand since late 2017. While that spectacular bubble put the asset class on
investors’ radar, it left much to be desired in terms of infrastructure, regulation, and education. Fast forward
nearly three years and we’re entering the second half of 2020 with vast improvements in all three areas.
These developments came just in time for two other tailwinds: investors are focused on transformative
technologies in the COVID-19 era, and rampant money printing is fueling their inflationary concerns and
mistrust in the monetary system. Digital assets may be ready to sustain their next lift-off moment.

July’s rally was once again led by a combination of efforts that saw a gradual push higher throughout the
month in bitcoin, Ethereum, and the Bloomberg Galaxy Crypto Index (BGCI), a measurement of large cap
liquid digital assets.

Bitcoin rose to its highest levels in nearly twelve months, up 24.43% to close at $11,354.56. It started the
month hovering around $9,100, then began an orderly climb as inflation fears continued to take root in
investors’ minds. The CARES Act stimulus benefits moving toward month-end expiry further supported
bitcoin’s increase, as did uncertainty around keeping the economy afloat amidst a choppy re-opening. Gold
had its own climb to all-time highs; the two assets seemed to move in lockstep, further supporting bitcoin’s
validity as a digital gold. Spot volumes on major exchanges soared north of $1.5bn going into month-end as
buyers seemed to flood the market following a July 22 announcement by the Office of the Comptroller of the
Currency (OCC). This announcement outlined yet another infrastructure milestone: federally chartered banks
and federal savings associations now have the authority to provide cryptocurrency custody services for
customers. Open interest on CME futures hit an all-time high of nearly $750mm on July 24 and continued to
see elevated futures volumes as the month drew to a close.

As mentioned in last month’s newsletter, it was expected the decentralized finance (DeFi) applications would
continue to push Ethereum higher amidst increased use of those applications on the underlying blockchain.
Ethereum continued its stellar year as BGCI’s best performing asset, with a July increase of 53.02% and a
closing price of $344.73. DeFi has seen growth of nearly $3.5bn in 2020 with assets like Compound,
.



Dharma, DAI, and decentralized exchanges (DEX) driving smart contract growth in primitive financial
functions—lending, debt issuance, liquidity, and exchanges. Look for this to continue to be a driving theme
for the asset class.

The BGCI finished over the 500 mark for the first time since February at 502.50 with all six constituents
finishing in positive territory. ETH, XRP, EOS, and BCH all posted gains north of 30%. The 39.48% increase
for the index was its highest monthly gain since January; broader large cap digital assets certainly seemed to
benefit from the consolidation of liquidity at the top of the asset class.

INDUSTRY INSIGHTS

• The US Office of the Comptroller of the Currency released a decision in late July that national banks
and federal savings associations are permitted to provide cryptocurrency custody services for their clients,
increasing the maneuverability of traditional banks to participate in digital assets on behalf of their clients.
The OCC’s letter came in response to a request from an unidentified national bank or federal savings
association that asked the OCC to clarify their stance

• Goldman Sachs recently instituted a Head of Digital Assets, a first for the bank. Meanwhile, JPMorgan
has long been involved in digital assets with their Ethereum-based platform Quorum.

• Putin revised Russia’s cryptocurrency regulation on July 31 when he approved cryptocurrency for trading
in the country, but took specific measures to ensure that cryptocurrencies could not be used as means of
payment. Russian banks will be able to open cryptocurrency but will be required to register with the
Central Bank. It also approved stablecoins to be used as settlement instruments for transactions in other
cryptocurrencies.

• While bitcoin remains a strong instrument in opposition to monetary inflation, its staunchness to
measured technological progress and protocol changes frequently means that innovation happens more
rapidly in other areas of the crypto ecosystem. This is a feature of bitcoin that makes it particularly well-
suited to serve as a store of value instrument. Rallies across the crypto space in July, including in bitcoin,
largely originated on the back of rapid growth in the on-chain Ethereum space, with excitement and
optimism then cascading across the wider ecosystem. As a reminder, Ethereum extends bitcoin by
introducing general programmability into monetary units themselves, allowing for applications to be built
on the Ethereum blockchain itself, including the “decentralized finance” space which replicates financial
primitives like lending, exchange, derivative contracts, and capital allocation in smart contracts. By May
.



• and June, growth in Ethereum’s decentralized finance space specifically became evident. Its headline
statistic, total value locked (TVL), which corresponds to the total economic value locked in decentralized
finance smart contracts, went from $900mm on May 1 to $2.02bn on July 1. TVL, admittedly a metric of
capital inefficiency as opposed to capital efficiency, reached $4.21bn by July 31, bolstered by a few
developments:

• Leading lending protocol Compound announced the $COMP token, which affords token holders
governance powers over the parameters of the network. $COMP was also used in a novel
“liquidity mining” scheme, an effort to bootstrap liquidity in the Compound protocol by rewarding
recipients for lending and borrowing.

• Lending protocol Aave introduced their Credit Delegation protocol, a step towards solving
uncollateralized lending in decentralized finance by offloading the burden of counterparty risk from
the protocol to individual users that already provide liquidity to the pool.

• Decentralized exchanges (DEX) grew substantially in volume thanks to strong user experience
improvements, embodied by automated market makers. Automated market markets allow for
frictionless, programmatic swaps between swaps with guaranteed execution.



Data Point 7/31/2020 6/30/2020 Delta

BGCI 502.5 360.26 39.48%

Bitcoin $11,354.56 $9,140.27 24.43%

Ethereum $344.73 $225.28 53.02%

XRP $0.2554 $0.1758 45.39%

EOS $3.10 $2.35 31.57%

Bitcoin Cash $302.27 $221.64 36.03%

Litecoin $58.13 $41.17 7.57%

Total Market Cap $346.84 BN $259.85 BN

• Regarding technical developments in the space: Polkadot officially went live with their mainnet in late July
when a governance proposal officially stripped admin rights from the Web3 Foundation, the research
group behind the Polkadot protocol. Polkadot is Ethereum’s primary competitor in the race to develop a
scalable Layer 1 for general-purpose computation. Stripping admin rights decentralizes the protocol and
hands power over to the community.

• Separately in scaling, Reddit’s Scaling Bake-Off concluded on July 31 with 22 teams submitting
proposals to scale transaction throughput to Reddit-scale of hundreds of thousands of transactions per
day. Many teams showed results that exceeded the requirements laid out in the competition specification.



Sources: Dune Analytics, Github, Forbes, Wall Street Journal, CNBC, Reddit
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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 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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