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We are into the second week of trading for the Bitcoin ETFs and we have learned a lot since our initial
impressions — An Eclectic Mix of Things.

The Good

There have been some “good” things since the Bitcoin ETFs launched.

The launches seemed to go well from a logistics standpoint and premiums/discounts to NAV
quickly settled into a narrow range. So, simply from a logistical or an operational standpoint,
things are going well.

Trading volumes were high, but | think that was expected. Net flows seem to have been out of
high cost providers and into lower cost/household name providers. Again, probably expected
rather than "good", but I'm feeling generous today.

Lots and lots of marketing. From TV to landing pages on financial websites, you cannot avoid
Bitcoin ETFs, even if you wanted to.

The Bad

Some of this should maybe be more under the term “convoluted” than bad, but let’s stick with the

theme.

If Bitcoin is “better than money,” why do we need an ETF? | think about a lot of markets where
ETFs have been instrumental in getting more traction and investors involved. Near and dear to
my heart is high yield. With High Yield, it is difficult to own individual securities (it is designed
to trade in million dollar clips), so ETFs provide access (even more so for leveraged loans). Gold
isanother one where ETFs helped a lot. But it was expensive and inconvenient to own “physical”
gold. It is heavy and requires storage, etc. Foreign stocks weren’t well designed to be held by
foreigners, and while ADRs already existed, ETFs made it easier. Bitcoin though is supposed to
be different. It seems awkward, at best, that Bitcoin is so good you need an ETF to own it! That
is a bit convoluted, in my opinion. Sure, 5 years ago, maybe it was difficult to own Bitcoin, but
it has gotten easier and easier to own, so what do the Bitcoin ETFs really solve? Taking
something that is in theory accessible 24/7 across the globe and making it into something more
cumbersome to attract new flows doesn't inspire confidence.

Inflows have been muted, in my opinion. Net inflows of just over $1 billion so far (with big
outflows from GBTC and positive inflows into the remainder). For an asset class worth almost
S800 billion (Bitcoin market cap), that seems like a trivial amount, especially since it was well
telegraphed that this was coming, and as previously mentioned, there is no shortage of
advertising. Trading volumes are high, but that isn’t translating into inflows. On Monday, there
were net outflows reported (I am not sure whether there is a day or even 2 day lag, or if it is
posted immediately, but that seems disappointing). | would have thought “slow” money that
was very interested in crypto would have done more adding by now.

What is the Bitcoin use case? | realize that for the last few months (maybe longer) the Bitcoin
bulls seemed to focus on the ETFs in their “pump” messages. Okay, but why does Bitcoin
deserve to be bought? Its use case seems to keep shifting (medium of exchange, inflation hedge,
etc.), but this remains unconvincing to many. The biggest reason I’'m hearing on calls why
managers should add Bitcoin is because the price action has been great and the past 5 and 10
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year performances crush other asset classes. Fair enough, but what does it do?

No new chatter. Yes, it is early in the life of the ETFs, but not only has the use case been ignored
of late, but also the same people talking about Bitcoin (nonstop) are the same people who were
talking about it last month (and the month before, and the year before, and years before that).
I’'m not sensing a lot of conversion or new enthusiasm. That could change over time, but it
seems disappointing that a whole new group of cheerleaders hasn’t emerged from the
woodwork.

The Ugly

Hatred of TradFi (Traditional Finance) is no excuse for not understanding ETF mechanics.

| was shocked at the naivety of some of those touting Bitcoin ETFs as the next big wave for
crypto. Many of the “hype” messages seemed to not understand how ETFs work. | kept
wondering if | was missing something, but | wasn’t. Even as the trading has commenced, | am
still stunned that a few people “viewed ETFs as crucial, but didn’t understand well enough how
ETFs work.” That I think led to a lot of pre-positioning of Bitcoin ahead of the ETF launches.
Much of it likely uses leverage. This has led to ugly price action.

Bottom Line

The price action in Bitcoin has been ugly since the launch and | think that more is to come given the
pre-positioning, the leverage, the lack of ETF understanding, and the fact that the pre-launch hype
hasn’t been matched by post-launch hype. There is time for this to turn around, but a new class of
buyer (in size) needs to emerge, and I’'m dubious about that, though many RIAs will take time to
approve crypto and allocate to it.

So, hope remains for a solid bounce, but | think that there is more downside first.
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Disclaimer

This document and its contents are confidential to the person(s) to whom it is delivered and should not be copied or
distributed, in whole or in part, or its contents disclosed by such person(s) to any other person. Any party receiving and/or
reviewing this material, in consideration therefore, agrees not to circumvent the business proposals explicitly or implicitly
contained herein in any manner, directly or indirectly. Further, any recipient hereof agrees to maintain all information
received in the strictest confidence and shall not disclose to any third parties any information material to the opportunity
contained herein and, upon review hereof, agrees that any unauthorized disclosure by any party will result in irreparable
damage for which monetary damages would be difficult or impossible to accurately determine. Recipients recognize, and
hereby agree, that the proprietary information disclosed herein represents confidential and valuable proprietary
information and, therefore, will not, without express prior written consent, disclose such information to any person,
company, entity or other third party, unless so doing would contravene governing law or regulations.

This document is an outline of matters for discussion only. This document does not constitute and should not be interpreted
as advice, including legal, tax or accounting advice. This presentation includes statements that represent opinions, estimates
and forecasts, which may not be realized. We believe the information provided herein is reliable, as of the date hereof, but
do not warrant accuracy or completeness. In preparing these materials, we have relied upon and assumed, without
independent verification, the accuracy and completeness of all information available from public sources.

Nothing in this document contains a commitment from Academy to underwrite, subscribe or agent any securities or
transaction; to invest in any way in any transaction or to advise related thereto or as described herein. Nothing herein
imposes any obligation on Academy.

Academy is a member of FINRA, SIPC and MSRB. Academy is a Certified Disabled Veteran Business Enterprise and Minority
Business Enterprise and is a Service Disabled Veteran Owned Small Business as per the US SBA. Investment Banking
transactions may be executed through affiliates or other broker dealers, either under industry standard agreements or by
the registration of certain principals.

January 23, 2024 3



