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This is a story about e-gold, born in the dot-com boom and passed on its
inability to enter the regulatory mainstream. That won’t be repeated with the
modern crypto economy—the efficiency gains are just too compelling. (Oh,
and bitcoin was down this week.)

Figure 1: The Faster Money Moves...the Less You Need to Hold
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Source: Federal Reserve Board of Governors. Coinmarketcap.com. CBAM Calculations. Velocity is transactions over the
stock of money. Stablecoin is the trading volume of the top five fiat-based US dollar assets in the 24-hour period ending
June 28, 08:00ET. The velocity of the US monetary base is 4.94-times ($28,269 billion in annualized nominal GDP divided by
$5,723 billion monetary base). The velocity of US dollar stablecoin is 137.5-times ($20,400 billion in annualized transaction
volumes divided by $148 billion in top-five fiat stablecoin assets).
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1. “Make the numbers dance on the page, dammit.” It's my inner voice of
frustration when my fingers hit the keyboard to the old habit of academic
mumbo jumbo. Start over, old friend. Guarav, a security guard, inspires me,
endearingly questioning whether the person in the passport is the one
standing before him. He suggests that precious metals may be better for
my welfare. Precious! e-gold is a precious story...and a highly relevant one.
(Thank you for listening, Gaurav.)
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2. Moving financial value at internet speeds became patently obvious as the
world moved online. e-gold was the brainchild of ,a
doctor by trade and a passionate student of monetary history. In his mind,
the inability of central banks to achieve financial stability argued for a
“Free Banking” world, where money is preserved by a real asset—Like gold.
After all, there are plenty of instances where people discard paper money
like tissue. No one leaves gold curbside.

3. The idea was obvious, but somebody had to do it. Douglas Jackson was Mr.
Somebody. And e-gold worked, delivering a 24/7 payment system that
transcended borders and time zones. Its chief rival in the mid-2000s was
PayPal. But like many first movers, its success was also its failure. e-gold
claimed it was neither a money transmitter nor a bank. Its users were also
anonymous, features that precluded it from entering the mainstream. But
it also Bitcoin.

4. Bitcoin avoided many of the challenges faced by e-gold chiefly through its
decentralized nature. However, a different challenge is emerging. Bitcoin’s
asset value is increasingly seen as a version of digital gold, which greatly
reduces its circulation and discourages its use for payments.

celebrates the 10,000 Bitcoin payment, a transaction that no one
aspires to repeat. So, Bitcoin is playing the role of reserve to the digital
economy, much like gold does for central banks.

5. Unlike gold, however, the Bitcoin protocol has a technological upside. It
can dynamically adjust to user demands. The world wants tokenized
assets? The Taproot Asset Protocol, built on Bitcoin, is designed to deliver
them. And the first asset of choice? It seems there’s no escaping the fiat
system of equations—US dollar stablecoin. It's also a competitive arena, as
evidenced by Solana’s of stablecoin payments into Web2
platforms—a leap in user experience.

6. These crypto innovations are Llearning from the history of e-gold. Scaling
requires entry into the regulatory mainstream. Once a close competitor to
e-gold, PayPal now holds more than =0 US money transmitter licenses and
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follows regulatory requirements for reporting and recording
transactions—two areas of deficiency for e-gold. Crypto isn’t sure what

rules to follow, and the lack of clarity is slowing progress into practical
applications. But this, too, is changing.

7. Regulatory clarity does not guarantee ideal outcomes. Rather, it means the
rules will be clear for assessing capital investments. Europe’s clarity
around stablecoin has put a at the forefront of payments,
aiming to regulate euro stablecoins into existence. This week, the
offered a similar path, with a digital dirham regulated as the primary
payment tool to springboard local banks into the digital era. The model is
clear—Llocal currency for local payments.

8. It should not be surprising to see sovereign countries guard their currency
independence. Monetary sovereignty is at the heart of any financial
system. When in doubt, you can print—an inherent instability that Lled to
the birth of e-gold in the first place. Nearly every country is likely to
introduce its own central bank digital currency (CBDC) to keep monetary
sovereignty alive, even if private payment protocols dominate. On point,
Switzerland its CBDC trial last week.

9. Crypto has come along way in a short period. And it's for the right
reasons—it’'s better, cheaper and faster. Take the tokenized asset of choice
these days—the US dollar. Measured by velocity, stablecoin is nearly 30-
times more efficient than fiat (Figure 1). To put that into context, there is

of US base money in circulation. At the velocity of stablecoin,
you would need around $200 billion to support the same transaction
volume as the current $5.7 trillion of circulating fiat.

10. It's not a comparison to take literally. After all, stablecoin transactions are
overstated and they are tied mostly to financial trading where velocity
demand is inherently higher. Fair. And irrelevant, too. Crypto is the first
payment and settlement rail built into one. As efficiency gains in crypto
technologies become apparent, they demand regulatory clarity and scale
into the mainstream. Philosophies like e-gold started the story. But all
great ideas live and die by their economics.
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Disclaimer

This communication, including any attachments, is intended only for the
use of the addressee and may contain information that is confidential or
otherwise protected from disclosure. Any unauthorized use,
distribution, modification, forwarding, copying or disclosure is strictly
prohibited. If you have received this communication in error, please
delete this message, including any attachments, and notify the sender
immediately. The information and any disclosures provided herein do
not constitute a solicitation or offer to purchase any security or other
financial product or investment and is not intended as investment, tax,
or legal advice. Unless otherwise noted, all information is estimated,
unaudited and may be subject to revision without notice. Past results
are not indicative of future results.

This communication may contain statements of opinion, including but
not limited to, the author’s analysis and views with respect to: digital
assets, projected inflation, macroeconomic policy, and the market in
general. Statements of opinion herein have been formulated using the
author's experience, research, and/or analysis, however, such
statements also contain elements of subjectivity and are often
subjective in nature. In addition, when conducting the analyses on which
it bases statements of opinion, the author(s) will incorporate
assumptions, which in some cases may be shown to be inaccurate in the
future, including in certain material respects. Nothing in this
presentation represents a guarantee of any future outcome. The
author(s) are under no obligation to update this document, notify any
recipients, or re-publish the content contained herein in the event that
any factual assertions, assumptions, forward-looking statements, or
opinions are subsequently shown to be inaccurate.

This Presentation may contain statements of opinion, including but not
limited to, Coinbase AM’s analysis and views with respect to: digital
assets, projected inflation, macroeconomic policy, the market adoption
of digital assets, and the market in general. Statements of opinion
herein have been formulated using Coinbase AM’s experience, research,
and/or analysis, however, such statements also contain elements of
subjectivity and are often subjective in nature. In addition, when
conducting the analyses on which it bases statements of opinion,
Coinbase AM will incorporate assumptions, which in some cases may be
shown to be inaccurate in the future, including in certain material
respects. Nothing in this video presentation represents a guarantee of
any future outcome. Information provided reflects Coinbase AM'’s views
as of the date of this video presentation and are subject to change
without notice. Coinbase AM is under no obligation to update this Video
Presentation, notify any recipients, or re-publish the content contained
herein in the event that any factual assertions, assumptions, forward-
looking statements, or opinions are subsequently shown to be
inaccurate.

Certain information contained in this Communication constitutes
"forward-looking statements," which can be identified by the use of
forward-looking terminology such as "may", "will", "should", "expect",
"anticipate", "target", "project", "estimate", "intend", "continue" or
"believe" or the negatives thereof or other variations thereon or
comparable terminology. Forward-looking statements made in this
communication are based on current expectations, speak only as of the
date of this communication, as the case may be, and are susceptible to
anumber of risks, uncertainties and other factors. Assumptions relating
to the foregoing involve judgments with respect to, among other things,
projected inflation, the regulation of digital assets and macroeconomic
policy, all of which are difficult or impossible to predict accurately and
many of which are beyond our control. In light of the significant
uncertainties inherent in the forward-looking statements included
herein, the inclusion of such information should not be regarded as a
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representation to future results or that the objectives and plans
expressed or implied by such forward-looking statements will be
achieved.

Certain information contained herein may have been obtained from third
party sources and such information has not been independently verified
by the author(s). References herein to third parties are for illustrative
purposes and are not an endorsement or recommendation for products
or services. No representation, warranty, or undertaking, expressed or
implied, is given to the accuracy or completeness of such information.
While such sources are believed to be reliable, the author(s) do not
assume any responsibility for the accuracy or completeness of such
information.
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