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INDUSTRY INSIGHTS

• While the majority of Central Banks globally are weighing the idea of a digital currency, Chairman Powell continues to shut the idea down.

He responded to CBDC questions, saying, "The idea of having a ledger where you know everybody's payments [is] not something that would

be particularly attractive in the United States." Secretary of the Treasury Mnuchin said in December that "Chairman Powell and I have

discussed this at length—we both agree that in the near future, in the next five years, we see no need for the Fed to issue a digital currency.“

PORTFOLIO COMMENTARY

After a strong start to the year, gravity returned to global markets as fears surrounding the Coronavirus sent markets into the red and they

posted their worst overall returns since 2011. During the week of February 24th, stocks fell 11% amidst the uncertainty of how far global

disruption would reach. While digital assets did not remain unaffected amidst one of the more violent global sell-offs in recent memory, they did

show their chops as an uncorrelated portfolio position with the Bloomberg Galaxy Crypto Index (BGCI) holding on to finish up 1.81% for a final

mark of 398.44.

Opening the first half of the month charging hard out of the gates, the BGCI closed with one of its best finishes in nearly ten months on February

14th at 525.32. As pressure mounted across all asset classes, the second half of the month led to choppy price action and mixed returns for

holdings of the portfolio. The last fourteen days saw the BGCI fall 24.15%; five of our six holdings fell on the month amidst increased volatility.

Ethereum was the fund’s best performing asset with a return of 24.99% and a final price of $225.21. It was a nice resurgence for the Web 3.0

protocol as developers on the platform flocked to ETHDENVER 2020, a signature conference for which ETH builders gather to engage in

discourse on growth and the future vision of the Ethereum ecosystem. Competing platform EOS struggled as it fell 14.56% on the month for a

final price of $3.50. It was a tough month for payments as all three holdings fell. XRP finished close to flat on the month down 0.92%, despite the

Ripple Technologies CEO publicly announcing that the company’s main source of income was selling the XRP token. Ripple Technologies and its

executives are said to be the largest holders of the remittance token XRP. Bitcoin forks and payment tokens Bitcoin Cash and Litecoin moved

lower in tandem and finished down 16.44% and 12.25% respectively.

February proved to be a volatile month for bitcoin. The flagship asset traded in the low $9,000 range to start the month before climbing above

the $10,300 mark on February 14th. As markets sold off and leverage flowed out of the system, bitcoin moved lower in the back half of the

month finishing above $10,000 once before an orderly move down to a closing mark of $8,657.34, a modest drop of 7.02%. Even as the market

traded lower, both spot and futures exchange volumes remained strong and consistent. By measure of what has become known as the “Real 10”

in the spot market, along with Bakkt and CME in futures, combined volumes saw several sessions of 1BN+ which indicates a healthy liquidity

environment for bitcoin.

In addition to asset performance, February saw three key developments for the digital assets space that tie to long-term themes. First, SEC

Commissioner Hester Pierce proposed new legislation to support token projects in an effort to achieve decentralization. Under the proposal, new

projects would be given a three-year grace period from the time of token sale to develop their networks without penalty of securities laws like

the Howy Test and Supreme Court Assessment. A second announcement came from the Libra project as they continue to tweak their proposal

for how the token will be rolled out. Bloomberg reported that the payment token was undergoing a change to allow digital versions of

government-backed currencies. Many believe that this will be viewed as positive for regulators worldwide. The final announcement of the month,

which came as little surprise, was the rejection of the Wilshire-Phoenix Bitcoin ETF. Regulators continue to cite their inability to get comfortable

with bitcoin’s ability to meet the requirements necessary to get approval for an ETF wrapper. While the asset class has made exceptional strides

in improving market structure over the last three years, it’s clear that this type of product is not something we will see in the near term.

As uncertainty in the markets continues to persist and fear grips the headlines, it’s important to look for the positives that may be reflected in the

next wave of investment, and consider the role that assets that offer both low correlation and secular growth opportunities can play in a

portfolio. Through the first two months of 2020, both bitcoin (+~23%) and the BGCI (+42%) turned in strong performances. While these data

points capture just a moment in time, performance of these assets is certainly something to keep an eye on as digital assets continue to grow

and fear of the unknown exists in global financial system.



• Congresspeople in the October Libra hearings, however, expressed concern that the U.S. would fall behind other countries like China with

regard to a digital currency. Sweden has also made strides towards an “e-krona”. One of the main sticking points for Congresspeople in

October was that Libra did not prioritize American interests; a basket of currencies would include more than just the U.S. Dollar and the

Foundation would be based in Switzerland. Switching to an approach that prioritizes U.S. interests is a clear strategy to appease

legislators, and it could be the direction that Libra will take.

• A merger between Consensys, the development studio for Ethereum infrastructure, and J.P. Morgan’s Quorum unit in mid-February will

see Consensys bring the Quorum unit in-house within six months. Quorum, which is a team of about 25 people, is an Ethereum-based

distributed ledger that enables transactions and contract privacy for permissioned parties, including other major banks. J.P. Morgan

pioneered the Interbank Information Network (IIN), which allows banks to exchange in real-time as a way to verify that a payment has

been approved. Other banks in the IIN include RBC and Santander, as well as 394 other institutions that are using Quorum as part of the

IIN. Additionally, J.P. Morgan has planned to use Quorum to issue JPM Coin. Reportedly, neither of these initiatives will conclude upon

the transition of Quorum to Consensys. Additionally, news came out later in February that Ernst & Young would be joining Consensys and

J.P. Morgan, using Ethereum to coordinate firms’ resource planning in an effort called Baseline Protocol. The Head of Consensys’s so-

called Web3Studio said that the effort would use Ethereum as a message-driven middleware, rather than a source-of-truth data

repository. He quipped, “It’s a pretty boring way to use a blockchain. I think we could use a little boring.”

• India’s Supreme Court overruled the Reserve Bank of India’s ban on cryptocurrencies at the very beginning of March, paving the way

for growth of cryptocurrencies and blockchains in an economy with already fast-growing fintech and technology sectors. In April 2018 the

RBI banned all RBI-regulated entities, including banks and other financial institutions, from dealing in cryptocurrency. The RBI did not ban

cryptocurrency per se but choked any financial dealing with them. The regulation notably forced crypto exchanges in the country to close

or relocate. The Securities Exchange Control Board of India had been silent on the issues; now, India’s Supreme Court has set aside the

RBI’s order, arguing that it failed proportionality, namely that it failed to treat institutions dealing in cryptocurrencies equally under the

law. However, the RBI was quick to appeal the decision, noting that widespread use of cryptocurrencies could put India’s banking system

at risk, a remarkably different attitude than the U.S. and others are taking in their apprehension around cryptocurrencies.

• The South Korean National Assembly unanimously passed an amendment to existing financial services laws that will provide a

comprehensive regulatory environment for cryptocurrencies in South Korea. The amendment will help institutionalize cryptocurrency

trading in South Korea by reallowing for crypto businesses to gain a “real-name account”, while actively imposing obligations on

cryptocurrency providers and financial institutions that force them to remain compliant. Real-name accounts had previously been

unavailable to crypto businesses with the exception of Bithumb, Upbit, Coinone, and Cobit. Now, the cryptocurrency industry can expand

under the purview of regulatory bodies.

• For the first time ever, there are 18 million addresses holding bitcoin for one year consistently. These so-called "hodlers" control a

total of 8 million BTC. Last year at this time, 14.85 million addresses were holding bitcoin for one year consistently, with a total of 5.2

million BTC. The number of addresses controlling more than 100 BTC is now at an all-time high (over 14,500) and has gained nearly 5% in

one year. The number of addresses controlling more than 1000 BTC has gained more than 31% in the past year. These signs all strongly

suggest that the trend in the last year is toward accumulation of bitcoin by the largest parties on the network.

Data Point 2/28/2020 1/31/2020 Delta

BGCI 398.44 391.36 -1.81%

Bitcoin $8,657.34 $9,311.36 -7.02%

Ethereum $225.21 $180.18 -24.99%

XRP $0.236 $0.238 -0.92%

EOS $3.50 $4.10 -14.56%

Bitcoin Cash $312.26 $373.70 -16.44%

Litecoin $59.47 $67.77 -12.25%

Total Market Capitalization $241.86 BN $255.97 BN



Sources: Reuters; Coindesk; The Block; Tech Crunch; Global Legal Insights; Daum; PR Newswire; SEC.

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.

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 Advisors 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.


