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Bitcoin gained +43% in October and reached a new record high of
$66,974 on October 20th. Bitcoin is up nearly 115% YTD. BTC Price $60,758
The month was dominated by news related to the first futures-
BTC Market Cap $115T

based bitcoin ETFs. The two ETFs that began trading in October

are registered under the Investment Company Act of 1940 (40 Act) % of BTC Total S v in Circulati 90%
6 0 otal Supply in Circulation o

and gain exposure to bitcoin through futures listed on the Chicago

Mercantile Exchange (CME). NYDIG views these strategies as trading
tools, not investment vehicles, due to the underlying exposures and
structural limitations. The costs to roll futures and bitcoin futures
positions limits imposed by the CME may result in the performance

of these ETFs deviating from spot bitcoin, which is what we’ve seen

during the first few weeks of trading.

3M Average Daily Bitcoin Transactions ~255K

First Announced U.S. Public Pension Invests

Bitcoin’s stellar Q3 (+25%) and outstanding October, which followed in Bitcoin

a challenged Q2 (-41%), remind investors that, like equities, time in

Should You Invest in the Bitcoin Futures ETF?

the bitcoin market is more important than trying to time the bitcoin

Tread Carefully

market. As Greg Cipolaro detailed in The Adverse Impacts of Market

Timing, bitcoin investors have been better suited staying the course

US Bank and NYDIG Launch Bitcoin Custody

with buy-and-hold strategies than trying to time market tops and

Service
bottoms. An investor who successfully avoided bitcoin’s five worst
months but also missed bitcoin’s five best months underperformed Gensler Tells the House that the SEC Has No
a buy-and-hold strategy by nearly 22% per annum over the last five Plans to Ban Crypto
years. In comparison, the adverse impact of trying to time the equity oo
market has been much more forgiving given that bitcoin’s strongest Powell Tells the House that the Fed Has No

Plans to Ban Crypto

monthly returns are more skewed to the right on the distribution curve

than equity’s strongest monthly returns. Investors who attempt to

time the bitcoin market may miss bitcoin’s strongest returns.

5 Year Annualized Return 145.82%
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Bitcoin’s Diversifying Characteristics

Bitcoin is uncorrelated to other assets. That’s one reason for its growing adoption by institutional and retail investors alike.
It’s rare to find an asset that, over the long term, has had near zero correlations to other markets. Bitcoin routinely bucks the
prevailing trends of traditional investments as its returns tend to be unaffected by macroeconomic factors (e.g., economic
growth, labor markets, etc.) that influence other asset classes. So noticeable is bitcoin’s role as a portfolio diversifier that

The Economist recently detailed it.

However, correlations vary, and during periods of market stress, the adage “all correlations go to 1” has been as true for
bitcoin as it has for any other asset. NYDIG’s Research Team recently looked at the ten worst days for the S&P 500 since

2014 and found that bitcoin tended to struggle on those days as well.

Yield Solutions

While bitcoin lending programs have grabbed the attention of investors and regulators, there are other more conservative
income solutions in the marketplace. Call overwriting is a common practice in equity markets and can be done with bitcoin,
resulting in known, targeted investment risk with minimal tax risk." It provides holders of bitcoin with the opportunity to

generate yield at the cost of foregoing a small portion of potential upside.

As an illustration, an investor could target a 5% yield by implementing a call overwriting strategy on only 30% of their
bitcoin portfolio.?2 The specific implementation is through a 1-month 130/160 call spread, whereby the investor would sell call
options with a strike 130% of spot, and purchase a call option with a strike 160% of spot. The investor earns USD yield and, in

this example, if bitcoin rallied by 40% in a month, the portfolio might give up just 3% and gain 37% instead.?

Correlations Increase During Risk-Off Events

Risk-Off Event Date S&P 500 Bitcoin Gold LT Tsys
3/16/2020 -12.0% -9.2% -1.5% 6.5%
3/12/2020 -9.5% -22.9% -4.1% 0.6%
3/9/2020 -7.6% -14.0% 0.2% 2.7%
6/11/2020 -5.9% -5.9% -0.6% 1.9%
3/18/2020 -5.2% -0.9% -2.2% -5.6%
3/11/2020 -4.9% -1.9% -0.5% -3.7%
2/27/2020 -4.4% 1.0% 0.0% 11%
4/1/2020 -4.4% -4.0% 0.7% 1.4%
3/20/2020 -4.3% -0.7% 11% 7.5%
2/5/2018 -4.1% -22.2% 0.5% 0.9%
Avg Return -6.2% -8.1% -0.6% 1.3%
Risk-Off Correlations Corre 1 0.4 0.6 -0.3
Long-Term Correlation 1 0.1 (0.0) -0.4

LT Tsys stands for Long-Term Treasuries


https://www.economist.com/finance-and-economics/2021/09/25/why-it-is-wise-to-add-bitcoin-to-an-investment-portfolio

Crypto Lending

Crypto lending rates can appear attractive, but it’s important to consider the associated risks. Most critically, regulators

have been clear over recent months that many retail lending products may be considered unregistered securities, posing

significant risks to any entity involved in the offering.

Setting that primary risk aside, there are other differences that can make bitcoin lending materially riskier than traditional

equity securities lending. First, equity securities lending relies upon overcollateralized loans with additional collateral

required for more volatile stocks. On the other hand, some retail crypto platforms have unsecured lending arrangements

which result in bitcoin lenders taking on significant credit risk with their counterparty. Second, from a taxation standpoint,

the Internal Revenue Code states that lending equity securities is not a sale of the security, and therefore no gain or loss

needs to be recognized. Bitcoin lending, however, lacks specific tax guidance from the IRS. Lastly, unlike equities, there is a

dearth of institutional lenders in the bitcoin space which may encourage platforms to inflate rates as an incentive to attract

new retail consumers.

Performance

Bitcoin

Gold

S&P 500

Barclays Agg

*Returns greater than 1year are annualized.

Bitcoin
Gold
S&P 500

Barclays Agg

SSNYDIG

1MO 3MO YTD 1YR
43.72% 56.81% 14.35% 361.68%
1.50% -1.70% -6.06% -5.08%
7.01% 513% 24.04% 42.91%
-0.03% -1.08% -1.58% -0.48%
5YR Standard Deviation 5YR Sharpe Ratio
90.4% 1.42
13.3% 0.49
15.3% 114
3.3% 0.62
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3YR* 5YR*
114.89% 145.82%
13.65% 6.90%
21.48% 18.93%
5.63% 3.10%

5YR Correlation to BTC

0.1

0.26

0.14



Source:

NYDIG, Bloomberg, last available data as of 10/31/21, unless noted otherwise. All prices are 4:00 pm ET prices. Barclays Agg
represents the Bloomberg Barclays US Aggregate Total Return Bond Index. Bitcoin returns based on month-end 4pm prices.
Monthly bitcoin prices prior to October 2018 are based on Coinbase 4pm pricing. In October 2018, NYDIG began generating bitcoin
prices in accordance with NYDIG Asset Management’s valuation policy for its bitcoin funds. The monthly bitcoin prices used after
October 2018 reflect 4pm prices determined in accordance with such valuation policy, which is the same valuation policy that is
used for NYDIG’s funds. As there are two different pricing sources for bitcoin reflected, the historical performance of bitcoin shown
may be different if the bitcoin prices in accordance with NYDIG Asset Management’s valuation policy were used for the entire
period or if the Coinbase pricing were used for the entire period. Performance data quoted represents past performance of bitcoin.
Past performance of bitcoin is not indicative of future results. Bitcoin has historically exhibited high price volatility relative to more

traditional asset classes. The value of an investment in bitcoin or the funds could decline rapidly, including to zero.

'FRED Economic Data as of 10/13/21. 2NYDIG has engaged with Ernst & Young on tax analysis of bitcoin overwriting and received
a tax opinion on the treatment in certain contexts. However, you may not rely on Ernst & Young’s views and must obtain your own
tax advice. 3Based on indicative yields on 9/30/21. Reference strike price $43,534. Target strike prices can be adjusted based on
dynamic market moves. 70% of the portfolio gains the full 40%, and the 30% overwriting allocation gains 30%. 70% * 40% + 30%
*30% = 37%.

This report has been prepared solely for informational purposes and does not represent investment advice or provide an opinion
regarding the fairness of any transaction to any and all parties nor does it constitute an offer, solicitation or a recommendation
to buy or sell any particular security or instrument or to adopt any investment strategy. Charts and graphs provided herein are
for illustrative purposes only. This report does not represent valuation judgments with respect to any financial instrument, issuer,
security or sector that may be described or referenced herein and does not represent a formal or official view of New York Digital
Investment Group or its affiliates (collectively, “NYDIG™).

It should not be assumed that NYDIG will make investment recommendations in the future that are consistent with the views
expressed herein, or use any or all of the techniques or methods of analysis described herein in managing client accounts. NYDIG
may have positions (long or short) or engage in securities transactions that are not consistent with the information and views

expressed in this report.

The information provided herein is valid only for the purpose stated herein and as of the date hereof (or such other date as may be
indicated herein) and no undertaking has been made to update the information, which may be superseded by subsequent market
events or for other reasons. The information in this report may contain projections or other forward-looking statements regarding
future events, targets, forecasts or expectations regarding the strategies, techniques or investment philosophies described herein.
NYDIG neither assumes any duty to nor undertakes to update any forward-looking statements. There is no assurance that any
forward-looking events or targets will be achieved, and actual outcomes may be significantly different from those shown herein. The
information in this report, including statements concerning financial market trends, is based on current market conditions, which

will fluctuate and may be superseded by subsequent market events or for other reasons.

Information furnished by others, upon which all or portions of this report are based, are from sources believed to be reliable.
However, NYDIG makes no representation as to the accuracy, adequacy or completeness of such information and has accepted the
information without further verification. No warranty is given as to the accuracy, adequacy or completeness of such information. No
responsibility is taken for changes in market conditions or laws or regulations and no obligation is assumed to revise this report to

reflect changes, events or conditions that occur subsequent to the date hereof.

The derivative strategies described in this presentation may be effected through transactions with NYDIG Derivatives Trading LLC
(“NYDIG Derivatives™) or by NYDIG Asset Advisory LLC (the “Advisor”) acting in its capacity as a commodity pool operator or swap-

only commodity trading advisor, depending on the structure and definitive agreements that you enter into, if any.

NYDIG Derivatives is registered as a money services business with FinCEN. NYDIG Derivatives is not licensed by the SEC, CFTC,
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or NYDFS and is not registered with any self-regulatory body such as the NFA or FINRA. You understand and agree that NYDIG
Derivatives is not acting as a commodity pool operator, commodity trading adviser, introducing broker, or futures commission
merchant. In addition, you acknowledge that NYDIG Derivatives is not licensed as a swap dealer. Because of this, you will not have
the protections under state money transmission, securities, or commodities laws and rules that you would otherwise had if NYDIG
Derivatives were so licensed or registered.

Alternatively, the strategies in this presentation may be effected through the Advisor. The Advisor is registered under the CEA as
a commodity pool operator and as a swap-only commodity trading advisor. Although the Advisor is registered as an investment
adviser under the Advisers Act, the Advisor will not be acting in such capacity with respect to the strategy, and the Advisor’s

provision of services to the strategies will not be governed by the Advisers Act.

THE ADVISOR IS A MEMBER OF THE NFA AND IS SUBJECT TO NFA'S REGULATORY OVERSIGHT AND EXAMINATIONS. THE
ADVISOR HAS ENGAGED OR MAY ENGAGE IN UNDERLYING OR SPOT VIRTUAL CURRENCY TRANSACTIONS IN THE STRATEGY.
ALTHOUGH NFA HAS JURISDICTION OVER THE ADVISOR, YOU SHOULD BE AWARE THAT NFA DOES NOT HAVE REGULATORY
OVERSIGHT AUTHORITY FOR UNDERLYING OR SPOT MARKET VIRTUAL CURRENCY PRODUCTS OR TRANSACTIONS OR
VIRTUAL CURRENCY EXCHANGES, CUSTODIANS OR MARKETS. YOU SHOULD ALSO BE AWARE THAT GIVEN CERTAIN
MATERIAL CHARACTERISTICS OF THESE PRODUCTS, INCLUDING LACK OF A CENTRALIZED PRICING SOURCE AND THE
OPAQUE NATURE OF THE VIRTUAL CURRENCY MARKET, THERE CURRENTLY IS NO SOUND OR ACCEPTABLE PRACTICE FOR
NFA TO ADEQUATELY VERIFY THE OWNERSHIP AND CONTROL OF A VIRTUAL CURRENCY OR THE VALUATION ATTRIBUTED
TO AVIRTUAL CURRENCY BY THE ADVISOR.

Risks Related to Strategies

Risks Related to the Investment Strategy

The investment strategy is newly developed and therefore there is no meaningful performance data on which potential investors
may evaluate the strategy. Bitcoin and bitcoin derivatives are a relatively new asset class and are subject to unique and substantial
risks. There can be no assurance that your investment objectives will be achieved, that there will be profits or that losses will be
avoided. Due to the limited history of digital assets and the rapidly evolving nature of the digital asset market, it is not possible
to know all the risks involved in making an investment in digital assets, and new risks may emerge at any time. Currently, there is
relatively limited use of any digital asset in the retail and commercial marketplace in comparison to relatively extensive use as a
store of value, thus contributing to price volatility that could adversely affect the investment strategy. Digital asset transactions
are irrevocable and stolen or incorrectly transferred digital assets may be irretrievable. As a result, any incorrectly executed digital
asset transactions could adversely affect your investment. Some purportedly decentralized digital assets may be more centralized
than widely believed, or may become more centralized over time, increasing the risk that an adverse event impacting an individual
personality or entity could result in a reduction in the price of digital assets and adversely affect the investment strategy. A failure
to properly monitor and upgrade network protocol could damage the digital asset networks.

The investment strategy will involve investments in derivatives, including OTC derivatives contracts. The use of derivatives involves
risks that are in addition to, and potentially greater than, the risks of investing directly in digital assets, securities and other more
traditional assets. It is intended that options will be written to seek to generate income for the investment strategy from premiums,
and investments also may be made in derivatives for investment purposes and for hedging and risk management purposes. Certain
derivative positions used in the investment strategy involve the risk that, if the volatility of the underlying asset is greater than
expected, the investment strategy will bear losses to the extent of the obligations under the relevant derivative contracts, which
may not be outweighed by the amount of any premiums received under the investment strategy for the sale of such derivative

instruments.

The investment strategy is subject to various increased market risks, including volatility risk and valuation risk, based on the
strategy’s use of bitcoin and bitcoin derivatives. Bitcoin and other digital assets have generally exhibited tremendous price volatility
relative to more traditional asset classes. In addition, certain market factors make valuing bitcoin and bitcoin derivatives more

complex and errors may occur.
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Specific risks involved in the use of certain types of derivatives in which the investment strategy may invest include options risk,
call option risk, position limit risk, clearing risk, counterparty risk, and illiquidity risk. Certain of these risks may be greater for
investments in bitcoin and other digital asset derivatives as compared to more traditional asset derivatives.

The investment strategy intends to hold bitcoin and invest in derivatives related to bitcoin and may incur greater losses as a result

of non-diversification.

Trading prices for bitcoin have historically been highly volatile. The value of the bitcoin held under the investment strategy could

decline rapidly, including to zero.

The bitcoin held under the investment strategy may be subject to loss, theft or restriction on access, each of which could result in
the halting of the investment strategy’s operations or a loss of the assets. Such losses could result in a reduction in the value of your
investment. The custodian of the assets has adopted security procedures intended to protect the assets held under the investment
strategy, but there can be no assurance that those procedures will be successful in preventing such loss, theft or restriction on
access. You should not invest unless you understand the risk that the possession or control of assets held under the investment
strategy may be lost.

The ability of the Advisor, its custodians and security vendors to adopt technology in response to changing security needs or trends
poses a challenge to the safekeeping of the bitcoin held under the investment strategy.

There could be unforeseen difficulties in operating and maintaining the investment strategy’s security procedures or other key

elements of its technical infrastructure.

Fees and expenses will be charged regardless of profitability and may result in the depletion of the assets held under the investment
strategy. The value of your investment could decrease if unanticipated operational or trading problems arise. The bitcoin held under
the investment strategy is not subject to FDIC or SIPC protections. Service providers, including custodians and security vendors,
owe no fiduciary duties to you, are not required to act in your best interest and could resign or be removed by the Advisor.

Risks Related to Tax

The United States tax rules applicable to your investment and the investment strategy are uncertain in many respects and tax

consequences could differ from expectations.
The tax treatment of bitcoin could have negative tax consequences.

Your investment in bitcoin or other appreciated property may lead to a recognizable gain as a result of such investment. Although
the Advisor intends to operate the strategy to avoid triggering Unrelated Business Taxable Income (“UBTI*), you could nonetheless
be subject to UBTI as a result of the investment strategy.

Risks Related to Regulation

Regulatory changes or actions may alter the nature of your investment or restrict the use of digital assets or the operation of digital
asset networks or exchanges in a manner that adversely affects the investment strategy. If regulatory changes or interpretations
require the regulation of one or more digital assets under the CEA by CFTC and/or under the Securities Act of 1933, as amended,
the Exchange Act 0f 1934, as amended, the Advisers Act or the Investment Company Act of 1940 by the SEC, compliance with these
requirements could result in additional expenses or significantly limit the ability to pursue the investment strategy or may adversely

affect your investment. It may be or become illegal to acquire, own, hold, sell or use digital assets in one or more countries.

Other Possible Risks

There is no assurance that the above list is complete or that there are no other risks that may exist now or may arise in the future.

Nothing contained herein constitutes investment, legal, tax or other advice nor is it to be relied on in making an investment or other
decision. Legal advice can only be provided by legal counsel. NYDIG shall have no liability to any third party in respect of this report
or any actions taken or decisions made as a consequence of the information set forth herein. By accepting this report in its entirety,

the recipient acknowledges its understanding and acceptance of the foregoing terms.
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