CoinShares

WWWw.coinshares.com

EITF Launch
price Impact

The big question once a Bitcoin spot ETF is launched in the US, is just how much inflows into ETFs this may
prompt? and what impact on price those flows may have? Some good analysis has already been done on
the former by Galaxy who surmised that there are US$14.4 trillion addressable assets in the United States.
One could assume that perhaps 10% invest in a spot bitcoin ETF with an average allocation of 1%, which
would equate to US$14.4 billion of inflows in the first year. If this were correct then it would be the largest
inflows on record, with the largest so far being in 2021, which saw US$7.24 billion of inflows, representing
11.5% of assets under management (AuM). On a proportional basis though, 2021 did not see the largest
inflows, that was in 2020, where we saw US$5.5 billion of inflows representing a higher 21.6% of AuM. It was
also a year where the price rose by 303%, compared to 60% in 2021.

There does seem to be a relationship between inflows as a percentage of AuM and change in price. Inflows
do appear to be coincident, the week the prices rise so do flows rather than one leading the other.

Bitcoin Price vs Fund Flows
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The highest inflows were withessed when the prices were rising, suggesting many ETP investors are
momentum trading. In periods where the price has floundered, the flows have moderated too, early 2019
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and 2022 being good examples of this. We do not believe that ETP investors necessarily lead price action
too, this is evident in the volumes data, which highlights that ETP volumes have averaged 3.5% of daily
bitcoin trading turnover on trusted exchanges, based on data going back to 2018. This year is unusual in the
fact that ETP volumes have proportionally risen, this is due to the dramatic fall in volumes from Binance
rather than a rise in ETP volumes. Historically at least, as overall market volumes rise, so have ETP volumes,
where there is a form of “sentiment matching”.

Bitcoin ETP Volume as a percentage of total market volume on trusted exchanges

Looking at weekly ETP flows from a quantitative perspective, there is a relationship. Looking at 45 day
change in prices and weekly flows as a percentage of AuM, the R2 is 0.31, not perfect by any means but
signifies some semblance of a trend does exist.

Fund Flows vs Bitcoin price changes

¢ R2 = 0.31
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Using this trendline it can help us predict what inflows would have on price. If we take the aforementioned
US$14.4 billion of inflows, the model suggests it could push the price up to US$141,000 per Bitcoin. The
problem with the estimate of inflows is that it is very difficult to ascertain exactly how much inflows there
will be when the spot ETFs are launched. Below is a simple matrix with a varied set of inflows, and its
potential impact on the Bitcoin price.

Fund Flows Model

Bitcoin 0% - 35,715
2% 627 40,310
4% 1,254 44,904
6% 1,881 49,499
8% 2,508 54,093

10% 3,135 58,687
20% 6,269 31,660
40% 12,538 127,604
60% 18,807 173,548
80% 25,076 219,492
100% 31,345 265,437

Ultimately, it is very difficult to ascertain just how big the potential wall of demand will be once a spot-based
ETF is launched. We know that it effectively diversifies a portfolio and enhances sharpe ratios, as discussed
here, but regulatory approval and corporate acceptance are slow burn issues due to Bitcoin’s perceived
complexity. For this reason it may well take some time for corporations and funds to build up their
knowledge and confidence before they decide to invest.
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Disclosure

The information contained in this document is for general information only. Nothing in this document should be interpreted as
constituting an offer of (or any solicitation in connection with) any investment products or services by any member of the CoinShares
Group where it may be illegal to do so. Access to any investment products or services of the CoinShares Group is in all cases subject to
the applicable laws and regulations relating thereto.

This document is directed at professional and institutional investors. Investments may go up or down in value and you may lose some or
all of the amount invested. Past performance is not necessarily a guide to future performance. This document contains historical data.
Historical performance is not an indication of future performance and investments may go up and down in value. You cannot invest
directly in an index. Fees and expenses have not been included.

Although produced with reasonable care and skill, no representation should be taken as having been given that this document is an
exhaustive analysis of all of the considerations which its subject-matter may give rise to.lThis document fairly represents the opinions and
sentiments of CoinShares, as at the date of its issuance but it should be noted that such opinions and sentiments may be revised from
time to time, for example in light of experience and further developments, and this document may not necessarily be updated to reflect
the same.

The information presented in this document has been developed internally and / or obtained from sources believed to be reliable;
however, CoinShares does not guarantee the accuracy, adequacy or completeness of such information. Predictions, opinions and other
iInformation contained in this document are subject to change continually and without notice of any kind and may no longer be true after
the date indicated. Third party data providers make no warranties or representation of any kind in relation to the use of any of their data in
this document. CoinShares does not accept any liability whatsoever for any direct, indirect or consequential loss arising from any use of
this document or its contents.

Any forward-looking statements speak only as of the date they are made, and CoinShares assumes no duty to, and does not undertake, to
update forward-looking statements. Forward-looking statements are subject to numerous assumptions, risks and uncertainties, which
change over time. Nothing within this document constitutes (or should be construed as being) investment, legal, tax or other advice. This
document should not be used as the basis for any investment decision(s) which a reader thereof may be considering. Any potential
investor in digital assets, even if experienced and affluent, is strongly recommended to seek independent financial advice upon the merits
of the same in the context of their own unique circumstances.

This document is directed at, and only made available to, professional clients and eligible counterparties. For UK investors: CoinShares
Capital Markets (UK) Limited is an appointed representative of Strata Global Limited which is authorised and regulated by the Financial
Conduct Authority (FRN 563834). The address of CoinShares Capital Markets (UK) Limited is 1st Floor, 3 Lombard Street, London, EC3V
9AQ. For EU investors: CoinShares AM (napoleon-am.com) is a French asset management company regulated by the Autorité des
Marchés Financiers (AMF), registered under number GP-19000015 since 27/03/2019. Its office is located at 25 rue du 4 Septembre,
75002 Paris, France.
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