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TLDR

Institutions are getting more involved in the crypto market - traditional finance and crypto
are becoming more interlinked.

BlackRock's establishment of the "USD Institutional Liquidity Digital Fund" (BUIDL), which
initially brought in $100 million and now has $300 million net deposits deployed on

Ethereum, exemplifies this trend.

Ondo Finance leads the RWA narrative and "CeDeFi," offering tokenized exposure to
securities like US treasuries and money market funds, aiming to merge traditional finance

and crypto.

Ondo's product suite includes USDY (a stablecoin with yield), OUSG (tokenized short-term
US treasuries), OMMF (tokenized money market fund), and Flux Finance (a lending protocol

supporting permissionless and permissioned tokens).

While the state of ONDO's token utility and value accrual are questionable, the RWA
narrative is not. Bullish market flow trumps all. There was a warning shot with the recent

market wipeout, but if BTC has put in a local low, RWA (and ONDO) can run.

The Institutions Are Here

BTC ETF flows are now another factor for crypto traders to consider when weighing the market.

With this increased institutional involvement, Navigating Narratives has commented that this time

is slightly different. Some are even calling for this cycle to be “institutionally driven”. From a

narrative perspective, entertaining this idea directs us to one narrative in particular - Real World

Assets

(RWA). Last month, BlackRock set up its first tokenized asset fund - “USD Institutional

Liquidity Digital Fund”, otherwise known as BUIDL. The fund quickly pulled in $100m before these

funds were deployed to the Ethereum blockchain. Since then, net deposits / capital deployed has

grown to $300m.



https://www.coindesk.com/policy/2024/03/19/blackrock-creates-tokenized-asset-fund-sec-filing-shows/
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In our Ql roundup, we commented that Ondo Finance and $ONDO were positioned to do well going
into this second quarter due to this spike in RWA hype. Despite a big pullback for BTC and a huge
leverage wipeout for alts, ONDO has held up well. We always take note of strength in the face of
market-wide weakness, and ONDO is demonstrating resilience on the back of the momentum
that drove it in late Ql. But what is Ondo Finance? Is it worth using? Does the native token stand a
chance to be a big winner in the RWA sector? Let's have a closer look.

Ondo Finance

Ondo Finance (Ondo) is one of the main drivers behind “centralized decentralized Finance” or
“CeDefFi", giving crypto users access to securities exposure such as US treasuries and money
market funds. Ondo’s offerings represent deposits into funds managed by entities such as
BlackRock and PIMCO. Currently, Ondo Finance is the market-leading protocol (that has a token

- ONDO) in terms of tokenized public securities. There is plenty of volatility for investors in crypto.

Ondo aims to merge the reliability of traditional finance with blockchain technology and tokenize
stable, income-generating assets. Ondo's structure is comprised of two primary elements: (i) the
asset management side, responsible for creating and overseeing tokenized financial products,
and (ii) the technology side, focused on developing DeFi protocols that support Ondo's offerings.

Ondo’s Products

Usby Stablecoin with built-in yield
OouUSG Tokenized short-term US Treasuries
OMMF Tokenized money market fund

Flux Finance DeFi protocol



https://tokenterminal.com/terminal/projects/blackrock
https://dune.com/steakhouse/tokenized-securities
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USDY is the leading product offering in Ondo’s suite - a tokenized note secured by short-term US
Treasuries and bank demand deposits, designed to provide non-US investors with stablecoin
accessibility combined with US dollar-denominated yield. DeFi is renowned for its exploits and the
often questionable actions/dealings of certain teams, which is part of what makes it such a great
market to trade. In contrast, Ondo emphasizes transparency, compliance, and investor protection,
setting high standards similar to those in traditional finance. With all of that, however, comes
regulation and KYC, meaning Ondo is strictly more of a CeDeFi project than a DeFi project. Each
Ondo product offering is structured and targeted differently:

Short-Term US

Short-Term US US Gov't Money Treasuries and Bank
Collateral . . .
Treasuries (SHV) Market Funds Deposits (w/ Equity
Subordination)
Eligible Geographies Global Global Non-US

Eligible Investor

Qualified Purchasers | Qualified Purchasers Everyone
Types
Limited Partnership Limited Partnership .
Structure Senior Secured Loan
Interest Interest
Token appreciates in | Price stays at $1.00;
value as dividends | dividends paid out as Accumulating +
Return Type . .
are reinvested extra tokens rebasing (musD)
("accumulating”) (“rebasing”)

Flux Finance, developed by Ondo, is a lending protocol supporting both permissionless tokens (e.g.
USDT) and permissioned tokens (e.g. USDY) alike. A fork of Compound V2, it allows users to lend
and borrow in an overcollateralized framework and is ultimately aimed at enhancing the utility of
Ondo’s token offerings. Users can deposit tokens such as USDT or USDY and mint “fTokens”
representing their position in the pool. This allows users to earn interest on their deposits and
borrowers to use them as collateral for borrowing other assets. However, the parameters of such
actions are limited by the tokens used in question. USDY, for instance, will have stricter parameters

for borrowing/lending as governed by the Ondo DAO.


https://docs.ondo.finance/tools/converter/usdy-musd-conversion
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The ONDO token

Ondo Finance is a good protocol, delivering exactly what is promised. However, as is often the
case, the native token (ONDO) is not much more than a token used for governance. It should be
noted that investors received 25% of their allocation when the token was created and are currently
up over 20x on that investment. While there will be no more major unlocks until next year, tokens
continue to be unlocked with the next round of 1.66m ONDO on May 18th. Despite this, the token
stands to do well simply because it has a narrative and momentum behind it. The most important
factors here are the continuation of bullish market flows (provided BTC has marked a local low)
and a relatively new token that can grasp attention and hype.

ONDO Tokenomics

e Total Supply:10,000,000,000 ONDO

e Circulating Supply: 1,760,000,000
ONDO

e ~18% circulating (supply capped)

e Next unlock: May 18th (1.66M

Circulating / Vesting Schedule

tokens)
Utility e Governance
Value Accrual ¢ Nothing outside of speculation

“1 ONDO =1CONDO"?

Crypto loves memes. One such meme which arose from the RWA sector is that 1 ONDO will reach
a price high enough to purchase 1 condominium unit. That would result in an FDV that would make
peak 2021 mania blush. Alas, memes are just that - memes. However, ONDO has positioned itself
as a market leader in the RWA sector. Ondo Finance has built a solid suite of products that have
solidified their place in crypto. If we believe institutions have taken their next step into crypto this
year, then having some form of RWA exposure makes sense, even if it is “CeDeFi". The RWA sector
remains relatively small at $7.5b market cap and we continue to see more and more institutional

involvement in crypto. Bitcoin spot ETFs have arrived, BlackRock is moving $100s of millions onto

Ethereum, Larry Fink says he wants to tokenize financial assets.. and we are here for it.



https://cryptorank.io/price/ondo-finance/vesting
https://cryptorank.io/price/ondo-finance/vesting
https://www.youtube.com/watch?v=HTveRlW7QPo
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Disclaimer

e Navigating Narratives (the “Report”) by K33 Research is a report focusing on cryptocurrencies, open blockchains and
fintech. Information published in the Report aims to spread knowledge and summarise developments in the
cryptocurrency market.

e The information contained in this Report, and any information linked through the items contained herein, is for
informational purposes only and is not intended to provide sufficient information to form the basis for an investment
decision nor the formation of an investment strategy.

e This Report shall not constitute and should not be construed as financial advice, a recommendation for entering into
financial tronsoctions/investments, or investment advice, or as a recommendation to engage in investment
transactions. You should seek additional information regarding the merits and risks of investing in any cryptocurrency
or digital asset before deciding to purchase or sell any such instruments.

e Cryptocurrencies and digital assets are speculative and highly volatile, can become illiquid at any time, and are for
investors with a high risk tolerance. Investors in digital assets could lose the entire value of their investment.

. Information contained within the Report is based on sources considered to be reliable, but is not guaranteed to be
accurate or complete. Any opinions or estimates expressed herein reflect a judgment made as of the date of
publication and are subject to change without notice.

¢ The information contained in this Report may include or incorporate by reference forward-looking statements, which
would include any statements that are not statements of historical fact. No representations or warranties are made
as to the accuracy of these forward-looking statements. Any data, charts or analysis herein should not be taken as
an indication or guarantee of any future performance.

¢ Neither Research nor K33 Operations AS provides tax, legal, investment, or accounting advice and this report should
not be considered as such. This Report is not intended to provide, and should not be relied on for, tax, legal, investment
or accounting advice. Tax laws and regulations are complex and subject to change. To understand the risks you are
exposed to, we recommend that you perform your own analysis and seek advice from an independent and approved
financial advisor, accountant and lawyer before deciding to take action.

e Neither K33 Research nor K33 Operations AS will have any liability whatsoever for any expenses, losses (both direct
and indirect) or damages arising from, or in connection with, the use of information in this Report.

e  Thecontents of this Report unless otherwise stated are the property of (and all copyright shall belong to) K33 Research
and K33 Operations AS. You are prohibited from duplicating, abbreviating, distributing, replicating or circulating this
Report or any part of it (including the text, any graphs, data or pictures contained within it) in any form without the
prior written consent of K33 Research or K33.

e By accessing this Report you confirm you understand and are bound by the terms above.

e K33 Researchis adepartment within K33 Operations AS, org. 994 608 673, and can be contacted at research@k33com
or bendik@k33.com



