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Letter from the Founder

We live in a remarkable time. | started working in bitcoin because the technology is a solution o
Investments by Categoryand it emerged precisely when it was needed. Often. I'm
overwhelmed with the feeling that the bitcoin ecosystem was made for me as it aligns so
Wenture Tremds 13 £ bicoinis just technology. and
Letter from the Founder Wienaemabsme

| started working i ssstemn nifnthe most significant issues in the world
and termerged preciselyy whermn it
R S = neaded.
— T T = . HE = ==

overwhelmed with the feeling fatthe bicomrpesy roiveerind he reaity is that
B —— B = T e o= W BT

sEtechnology — /= = -
mamrmE fferemt reasoms=s. | founded Epoch
el S i I | Esae— T F T T TR T

The ecosystemrm

ound o ey vy e e cp et s mccumulated not by chance bt po ey is  a

=i tTaal poreoaos~ricd e r gedicated fo
b e easich, pcicates, nc afaceed fechroioges of e et dl e i yr  meveryhing Pappening weth bicon, ediucalie as besf we
— === r w. == v < s bigriendanEe

Ihercing the e e el e vanguard of s menging

S oSNy STe=rrm

* \J Vesnaver, Operating Partner; earmy til

»  mpmenmgWe were Bsultanofchart
Clark Moody. Venture Partner; e e nmy by =
gecwmemepig iy owr & _Dannyknowles

With that, enjoy.

Eric Yakes, Managing Partner

But little they know that it's so hard fo find one rich man in fen with a safisfied mind
— Jonny Cash
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Operating Partner;
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Introduction
There'’s so0 much more to Bitcoin adoption than just the number of Bitcoin owners.

Go=swultamnafachart COlarks hAMloody.
M —— 0 s B gl RS B i — — =t raerrz

This section will analyze the following:

Market Performance
s CEA> Dﬁr—tr—\yl{t—iﬂwlc—‘q "
s WA ITTEFY Thaasat, ey o~

Enic Yakes, Managing Parinar

= Bitcoin adophion among individuals:
= LUnigue methodology for estimating U.S. and global ownerships
« Detailed U.S. Bitcoin ownership demographics and the key factors deferring nonis
OWNErs.

Businass Adoption
s Jdeormairmy Toash

s Deep dive into business adoption. and Microstrategy (MSTR): see our Bicoin Corporate
Finance section

Institutional and Government Adoption

s Nation-Tz by udssting b o i s csrrm
= Potential for governments to implement strategic bifcain reserves,
= Emergence of Bitcoin spot ETFs and a breakdown of their ownership,

MNetwork Activity

s Onchain metrics: Total value locked (TVL), Decentralized exchange (DEX) volume. and
Fee revenue.

« Bitcoin's growth potential compared to other blockchains,
» Adoption trends in non-Detaled U.5. Bacon ownership damographics and e key factors deferring non
AW INIErsS .

c  Busimess ASAAadoapaticam
o Qv of covpone Sioan ipioe e
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Finance section

natitional and Govemment Adoption

F———l —=——m B = — 5 — stfe adopton trends
- =% over the past four years. If remains the best performer among
major asset classes over the past four years, both in absotute ferms and on a nsk-adjusted bass.

While bitcoin's rolling returns showcase its historical volatility and propensity for boom-and-bust
cycles, a broader perspective reveals an undeniable fact: Biicoin's performance is unmaiched —
despite intenm perods of volatility,

On one to two year timeframes, Bitcoin's performance has fluctuated between significant
outperformance and underperformance versus fraditional assets such as stocks, bonds and gold.
Since 2017, its maximum drawdown was -B3% over one year and -71% over two years.

However, Bitcoin consistently rebounded, erasing any unrealized losses. In 2023, its rolling cne
and two-year returns outperformed crypto-peers, and despite the ongoing bull market in stocks.
= N L 1

1

TChart data: over fhe past year, ond -
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e o e v e s ey o e iy halving schedule in mind, its performance overshadows all
other asset classes. In spite of its significant volatility, bifccin’s four-year returns were cver
+100F% at every point as of January 2025.

Since 2017, “smwsshas rewarded investors willing to hold through an epoch {four year
timespan), with a median returnof ~1,1 = 1 ~1,(het

However, comparisans with the 2017 and 2021 cycles points to an ongoing trend of diminishing
returns.

B e 1] d-"Yaar Retuma F'!-_|||II'||| 4-Ypor Rétams

1
_—
b ey B A — L il

Soircer Tradingyies

When using the Sharpe rafic to factor in volafility, Bitcoin confinues to outshine other assets in
isk-epochwoc.io -y

e v emsapear returns have dwindled from the explosive growth seen in its formative
years, volatility has also dropped. Bitcoins Sharpe ratio recently fell below that of the S&P 500
due to a rapid price rise exactly four years prior. The resilience of Bifcoin's Sharpe ratio
throughout significant drawdowns have made it an ideal investmeant for long-Z22 CO 22

PRSI =0 31 7 . oo imeframes since 2063 results in a median 4-year gain of
=1, 7% and an sverage of 25168974,
mmstmmever the past yeor, and -1
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Rick-Ad|usted Returns
4-year Period

Sharpa Muto

w— oy s - WHD s ill Cioawtmy Shcos Indes - AT m—C L S Gog  ssHIC
Sounte Traﬂlrl;gkﬂe-n*

Even though the perception is that Bitcoin is a speculative and volatile asset, its realized volatiliry
matches that of mega-cap stocks and runs below that of TSLA and NVDA. Mest S&P 500
investors are significantly exposed to these companies. undermining the notion that a Biicoin
allocation is niskier. This misperception of Bitcoin's volafility shows up in the ophions market for
BlackRock's Bitcoin ETF, IBIT, IBIT's current implied volatility is G186, but its historical volatility

over the past year was BE9E# -
——a e o p—

v\ s Chart data:
& pa volatility data here: hitps:/markeichameteon comChvenaea BTV
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(

Bitcoin and equities are highly correlated with global liguidity which cSource: TradingView
structurally expanded since 2009, That said. additional fundamental adoption drivers discussed
throughout this saction fuel Bitcoin's supenar refurns against broader asset classes,

- OV TG DOESE WiEET, A
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aoareer [rading\ies

As Bifcoin matures, we hypothesize that its narrative will shift from a speculafive asset that
benefits from expanding monetary policy, and geopolitical tensions, towards a safe-haven asset
lik@ goid.

We idenfify several fundamental drivers fo support this shift:

1.

2

Declining Volatility: If volatility continues fo decline, investors with sharter time harizons
will feel more comfortable allocating capital 1o Bitcoin.

Credit Market Maturity. Bitcoin's credit markefs coming of age, discussed in the business
model section of this report, will lead to further stability, Instead of market exuberance,
expansionary cycles will be driven by proven leverage models, and we anficipate
miaterially smaller drawdowns in bifcoin’s price,

Passive Index Flows: Including bitcoin as an asset category for passive institutional
investment flows will reduce its susceptibility fo exdreme market reactions.

Evolving Investment Marratives: These three drivers combine to fundamentally transform
Bitcoin's narrative to become a valid part of an investment portfolio. We believe that
bitcoin 15 expenencing its “gradually then suddenly™ moment. This & when investor
knowledge quickly expands, and nation-state and institutional adoption provides thi
social proof necessary for other investors fo reevaluate their investment strategies. We
avpect this shift o be from "speculative asset with no cash flow” to "the world's scarcest

13 Mecachve I8
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Fe Bivon matures, we hypofeson fat s namata wil shift from & speculatve aeset thatbeell for ecading monety poicy,  gapoifea warne by it
Fa ==~ =— r— === = a1
| I S —— —g <= | —4 _

imEmmee - s o

Declining Volatilihy — :liwiaily confinges to decine. imvestors with sharier fime horizons
iEmmmmmmcapital to Bitcoin. T/—= _ i e R Eepansionary cycles will
bbe drivens correlaton with other assef classes will decline. As money managers begin fo
see Bitcoin as a diversification tool, they may boost their Bitcoin allocations by an order of

IS e I T

Dominance
i e e acac=bha~—rc=_ 1 <
m ——

Since Bitcoin's emergence, many crypfocurencies have risen and fallen, tying their brief
existence fo unsustainable inflationary foken economics, and creative marketing tachics. Much
like how the market can remain irrational longer than one can stay solvent, often these narrafives
can persist for longer than expected.

Biteoin's "competitors” have learmned twa lessons: first, don’t compete with bitcoin as monay
because you will lose, Second, allowing a network fo process more fransactions, or adding more
programmability requires network cenfralization. We anticipate that many projects (no matter
their degree of decenfralization)will confinue to realize that inferacting with Bifcoin is the best
way to enhance its monetary capabilities.

Monetary demand is the lynchpin holding all other forms of utility together. At Epoch, we view
monetary demand as gravity pulling all other forms of ufility into its orbit over the long term.

As the broader cryptocurrency ecosystern comes fo terms with this reality, Bitcoin's gravitational
pull will deepen, demand for alternative cryptocurrencies will fall, and Bitcoin dominance will
expand.

info@epochye.io B tdepochuc
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sources [radingliew

BTC's steady expansion against the largest altcoins by market capitalization reflects the market's
growing desire for one dominant chain, Bitcoin adoption s increasing but its value lags total
cryptocurrency due fo thousands of new coins launching with immaterial markets,

There s a divergence between money flows and adoption metrics because many new
crypfocurrency iInvestors chase narrafives rather than taking a long ferm approach towargs this
industry. Large institutions participate as Bitcoin market makers, adding more lquidity and
insttutional capital fo bitcoin.

in conftrast, Individuals are drawn to new coms that act ike a lotfary ficket.

Developers create thousands of new coins daily on Ethereum, Solana, and other chains, the
absolute majority with near-At Epoch, our pr::.sirir::-n on this remains unwavearing.
Since Bitcoin's emergence, many cryphocurrencies have risen and fafien, tying their briefsm st e g m |

[ [ B
how the market can remain irrational longer thamn one
can stay solvent., often these Nnarratives
can persist for longer than expected.?

"Charl datac l‘.'_..h—lr'l-' l:‘lETr. -

o Sourcia: Mol fi demong @ e inchen g e e o i ..j.,.. i Epoch, we view
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gravity pulling all other forms of utility into its orbit over the long term.
As the broader cryptocurrency ecosystem comes to terms with this reality,
Bitcoins grawvitaticomnal i sabeseposdi nhemnd
e p>aar sad o and the only remaining chains will survive by adopting
sl ’s monetary value,

Individual Adoption

Strong price performance, risk-adjusted returns, and the potential use for portfolio diversification
has helped drive Bitcoin adoption to more than ~300 million owners worldwide.

The launch of spot Bitcoin ETFs in the LS. — with their whopping success — growing
institutional, and nation state adoption bodes well for new bitcoin ownership moving forward. In
fact, institutional support provides a form of social proof that can drive long-term adopfion
amang many individuals,

Global bitcoin ownership has grown at a compound annual growth rate (CAGR) of approximately
34% since the first half of 2021. Crypto.com, a crypfocurrency exchange based in Singapore,
esfimates that by December 2024 there were roughly 337 million bitcoin owners, and around
4659 million cryptocurrency owners. However, these estimates do not account for a key group
that we call owners by assocation® wil lose money over time. Data from pumpdun, a popular “memecain” launch
E— N T i ——— . v e [ v e Sl K ang oty 5% e e e §0.000.
million cryptocurrency owners as of December 2024,

Crypto.com and other industry estimates frack onchain and exchange data to calculate
ownership estimates, but it ignores "owners by association.” This group consists of people whose
. Ly — Source:
common example of an owner by association s among married couples with combined finances.
Typically, one spouse will singlehandedly manage their cryptocurrency holdings due to technical
knowledge of wallet custody and mechanics. The other spouse is excluded from industry

OTTETTUNIIENT

but Bitcoin's growing dominance proves that marginal money is consistently flowing to BTC. We
believe that there will come an inflection point in the industry where by the universe of alternative o
rmmmmmi B——S B T e — T e T m

s monetary value.

Individual A cddoption

Stromg price paerforrmanmnce,. risk
(1 lents ciasfias BN | Fa =—>

ok b sy wemgroyeIng . Bl pE Y oryphocomy Tesear ohy EryET- e - e D
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LI5S Poputatan by Age Group
and Bitcodin Dwnership
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824 1o 890

« milonoryptocurrency owners as of December 2024,
Crypiocon ang ofter indisky esfmats bk onchai ind evcharge difa 2 coiis

«  ownershep estimates, but it ignores "owners by association.” This group consisfs of peaple whose
W ok e iy, ot e

s = cAdiree==c=tly. T e rayceoa=+1
omimn esampds of an owner by sesociaton i among mamied coupies wih combinad fnances,

"'-h'l:ll::ic-ji: =y ke f':hlu:'j' {hansewe, thenakarmcriopropct, of g report
Hitatista, COC.gov, Census.goy, oursaoridimdata.ong

info@epochyc.io
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LS, Bitcoin Cwnership

bahing Livemaes w8, |Fifditey Eala

comprae 3 sgnificant group of eryptocurrenay owners Siat ere nat included in
« mweml.S. bitcoin ownership: 376 to 406 million.

s Global bitcoin ownership: 422 to 455 million bitcon owners and 824 to 890 million
cryptocurrency owners [25% fo 35% higher than Crypio.com's estimates of 337 million
for bitcoin and 659 for crypta)

AA AR f 1A%

J :

Our inclusion of owners by association suggests that Crypfo.com’s and other industry figures
may underesfimate fofal Bitcoin ownership.

infoEepochye.io
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We hypothesize that the gap in ownership between Bitcoin and fotal cryptocurrency will narmow
a5 Bitcoin's dominance expands.

Who owns Bitcoin in the U.S.?
In & mere 15 years, Bitcoin has touchad the minds of 90-95% of Amaricans.

Roughly one in every seven Americans owns Bitcoin directly and the figure could climb as high

as 65% when accounting for indirect ownershipd® — Il @—— _ %=

byt g i mena i e inmibthe rest of the oholding companies

fike Tesla, Howeaver, our focus is direct ownership, because if reflects a conscious decigion to
L ek il 1 e e— 1

E:"F.'I' TE

NCRUTEIG o IWRg by .

Marriage factor: 65 to 90% of American couples assign one partner fo manage
C oM Sw ErTococ oL Irreericoyy ac oo auarayt=s.
Tatal ownership including spouses: Between 45 million and 49 million Americans [rngeg between T to 15% of e fotel popuinl
N e e Ry

T he MNalsarmicoaotes FProaajecst.
risk=hitps:/fwww thenakamatoproject orgrepon

- —— —
Statista, CDC.gov. Census.gov, ourworldindata.org i 13%
1= to 45 claim to own Bitcoin, but direct ownership is lower as this figure
includes ownership by association. Global bitcoin ownership: 422 to 455
it s 3 i v (B 0 B i e o s I lndior bitc0in and 659 for cryphofirmssiownars by associadion
suggests that Crypto.com’s and other industry figures
may underestimate total Bitcoin ownership. recent years
adoption eases access to Bitcoin and shiffs risk perception. paving a path fowards new
ownership from Millennial and Gen-Z women and other risk-averse people.

For noreewners, the “frust” associated with financial insfitutions will initially lead many fo the
ETFs and while we prefer self-custody, the ETFs promote Bitcoin awareness and understanding.

- 1 e According % Galup. 62% of Amenicans pwn-
stocks. Most of those investors likely own

infof@epochve.io 19 mepochve,
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Bitcoun Ownership By Gender &= Age

&
=
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¥

Ferrurle » Iy Male
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Seurae: Tha Mekamino Projest™

w—— l = e ——— e e = ___
KDermacaoaocgraphhic=s bDwoloemergsmme

expected when adding variabies of gender, age and poliical prefersnce. Men typicaly have a-highe sk lance Sae wome and opf for more echna Felds
o F study., both oF whiach are

pts s of e B foen g e e, e sl svmwreing! & drop in percetved woliitity bodes wes for increased adophion among women ang ofher
— i = b= ¥ The only relationship the study found was a modest cormrelation between
libertarians and Bitcoin ownership.

® Tha Makamoh Project, hitps:/fewe. thenakametoproict.orp/repor
b= e o wale bty o recnaa. Tt ey, thamakarmo boproject argdrapont

info@epochye.io
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Sorihce The Nakamaha Sroact

e -« - a=—— fF > T — s «—= =—
admsthitons wophon, shaverse demographics will -Flaswas

into the market, -Aecent paricipaton from frusted names Bke Blackrock and Fdelsy yweids a sense of security ok

“syolatility has subsided greatly in

[l = e ——— W o T e Pl —— R —— W e —

m increases, Trusted institufions’ malleviating these concerns through support of the Bitcoin
ETFs. Maoney managers, along with institutions, control the parception of risk and with their
stamp of approval. their clients and the 40%+ of people that fear instability will gain comfort
investing in Bitcoin.

" Tha Nakamoto Project,
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oources B =}

T & = for money managers’ support because they 15
Hiicoin cnerchip across fhe poftcal spectnum i mughly 8 uniform deirbesion, detuniong hanmie. where they can collect fees
on AUM. Allocating to Bifcoin ETFs allows them to confinue charging AUM fees while achieving
greater diversitication with the best-parforming asset on a nsk-adjusted basis in recent histony:

¢ Thig shift 1> e v M T thir The Makamato Project
sentiment arcund Bitcoin ownership risk will rapidly improve.

people who use

Mmonay Mmanagers. vwhom are uncomfortable investing in cryptocurrency, Sterm. however,
E=2i0 teec——ir = = e P —
partisan iIssue that can continue to grow across the political sp
ectrum. i ] e it e Bitocoimn COwihniershiaie
- . I e
revolve around mMoney managers -
AT e (VBT UG 00T o ACONPASNTIN 1o e 20N
- 17 CONSUMEr-eport

2in Bkcon 17 . ;
i e e ey .u:' II:'.
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The second leading concemn around cryptocurrency is a lack of banking and government
owversight, which reached an inflection pointin 2024 as the spot ETFs launched and a pro-crypto
administration won the Presidential election. These dynamics are discussed at length in the
regulatory and policy section of the report, Along with the ETFs. modest regulation should also
permit more banking access for the Bitcoin and cryptocurrency industry.

Amid the tailwinds, Bitcoin and broader cryptocurrency adophion faces headwinds from
bankruptcies and criminal activity including FTX. Voyager, Terra (LUNA), and many more. 19
Aaccording to srmmbssnarket in equities.

mmseonstruction, e funa % porfoio siocaor o Bizoi from zmel mareges woud serenemsover $1 trillion in infiows i the shart
memssr b -shiftcouldbe mminent,. €W EM——m Security .org.

factors influence individuals” sdoption of Bitcoin; this cycle may be mostimpacted by institutional
adoption and widespread re=pocoa r 7 kb 58235 edin the following sectons.

Business Adoption

Business adoption of Bitcain is accelerating as Wall Street begins to understand the value
proposition of Bilcoin. Spot ETFs, liguidity, price action, and MicroStrategy (MSTR) have
dominated the headlines of mainstream financial media. banking access infr businesses allocating
treasury reserves as a means fowards increasing shareholder value is a growing corporate
finance strategy. In January 2020, 13 public companies held 34,359 BTC compared to 69 public
companies holding ~590k BTC at EOY 2024

rorypio Qwners hips oo EasUTes. el
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Public company adoptfion may have reached an inflection point in tate 2024, In just 2-3 months
batwean October 2024 and EOQY 2024, total public company bitcoin holdings grew 62%
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Change in Bitcom Holdings (October through ECQY 20024)
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Public companies held ~2.8% of total future bitcoin supply as of EQY 2024, MicroStrategy
overshadows all other public companies with ~2.1% of supply.
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% Ownership of Bitcoin

as Ol ELY 2008

Pllic Corrpame=, 7 H!I'%

Mlaratton Degited. 0274
i # Kining ., QU055 Rt Mattormie. 0.0
Tersla, 00

wor b i e=

Adoption has come primarily from TSLA. dominated the headiines of mainsiream financial media

In particular B it re e = L s ed
s a growing corporate  bmeaselmmia public

Co e r T aAafE>ESarailese= * Shareholders rejected the 220

T a | e Bitcoin treasuries: witha proposal
for 5% Source: Bacon Treaturiemssets to be allocated to ' mtween October 2024 and
mega-ECOY 2022, o publc company bifcom holdings gew82%-= 1 shareholders
may eventually info@ epochvo.io ®

| ten public 272 R e -8 g bon e a BV D0 croStrategy overshadows all ober publc companies
with ~2.196 of supply, ———= —_— 2 : wote =" <>

momenfum continues, mega-cap ksomes s Mimay eventually allocate to Bitcoin. At current
levels, a 5% Bitcoin allocation from the ten largest LS. companies’ cash reserves would
generate ~«—4 a BTC immi {anwenearly 2% of Bitcoin's total future supply. A 15%

Hicain tnepsunes

=wu g e i y 1 ganels e
* Trading View Mews, bittps e roding i i j it ooy sharchoidery oy

* Tradingsaw Diata: in thair recent quartar,
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allocation would produce over $120bnin inflows. equivalant fo the size of ULS. spot Bitcoin ETFs
(~$Thign AUM),

ata

Bitcoan allocations from the largest companies are unlikely in the nearsterm, but spot ETFs'
impact on Bifcoin's acceptability potentially opens the door for increased company adoption.
Bitcoin gpot ETFs lead financial institutions to take a more positive 24 meBitcoin

jainst bitcoin 25 TradingView MNews, qualifies it Bitcoin ket

=arvayeaa=—c>r 1 5 b Even on weekends, when volume and volatility
confracts, there is ample liquidity for large corporations to trade 24/7/365. According to Kaiko.

T ———
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the dollar amount required fo move Bitcoin's price by 2% remained above $250m throughout
2024 7
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SOURGE: O Ingechs
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Historical Volatility
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MNation State Adoption

2024 will be remembered as a seminal year in nation state adoption of bitcoinEMultiple
presidential candidates, and the ulfimate winner announced commitments fo == &=
Source: Coimngeclkoc adoption is increasing. Further, states
such as Texas, Pennsylvania. and Wyoming are all proposing legisiation for bifcoin reserve
adoption. We expect this trend to confinue,

This announcement has driven anticipatory demand for the asset with the market now
considering just how far nation state adoption could spread, China, Japan, Russia, 25 even the
EU have staked claims and called for bitcoin reserves*dmrzimanme We expect both
Tre=eryzwd=

To continue as b o sl o proming me  maket makes

28 << =i lxs>
Independent sovereign custody
Liquidity of capital markets

Certainty of scarcity

Efficiency of verification and portability

For these reasons we view bifcoin as a superior sovereign reserve asset fo gold and expect it fo
hittps:/fwww.comgecko.comian/coinybitcomhistoncal_caie T S ———— ¥
depth of 29 capital markets S €2 For a deep dive on Moy armod
Bitcoimn Treasury allocaticons | s8eourn

Mation State Bitcoin BioanCopraF inance section

kimramire eaiepuingiromeenPrior bitcoin cycles have mme
= r ==k . . and the & exacerbated bypenmmadn gold and globally. total
nation state gold reserves are over $3trn.

N Source; hpswwas forbes comydstestfamemrs 2024120 60 he ool wiar-2 sl Simw v biooe- Nl
I
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Gold Resarves by Country
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adophion, Wi expect s trengt o corfume®: allocation to Bitcoin vs, their gold reserves. Bitcoin would see
~lmb30n in inflows. At the current price, this would be ~7. lamef Bitcoin's fotal supply and
~$3_bin greater than the AUM of U.S. spot bitcoin ETFs, A 10% allocation would represent
~$30Snininflows and L% ———— ——"H " _—/ pemEE
Independent sovereign custodyLiquidity of capital merkets Certainty of scarcihfsissas
TR s prmary schantage ovr bicon s Bedepih of § = capal maress. However, e e Bt
comeng decade bacausa bitcos i supenice in nearly every cthercategonfation State Bitcoin
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MNation State Summary
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VanEck also released an inferesting update on US bitcoin adoption by state:

OUICI0

Source: Vanbck Digital Assel Research™

Bitcoin ETF Adoption

32 lmwprivate sector, ETF approval has beena™ B [ im—~"7F F s,

of Bicons i supplaad ~$ 3 sThe lowe—F  Dproof point for longstanding holdouts
that Bitcoin can be trusted now that the largest and most heavily scrutinized financial insfitutions
support the asset. The ETFs' ease of access through traditional financial markets has generated a
ongrunT he only s primarily from retall investorswho account for the bulk of ETF
inflows,

Spot Bitcoin ETFs, S22 Tradi |ng Ecmnc.:rnr::s. launch in ETF history, [BIT
3

and FBTC were the largest-rane o= - R

W hation State I‘;i|:1'm.a|r'_,.-.,' LA ARG LU AL UL E SLN I Y ,_l_ﬁ SARIETTELC

M rdniilapoche oS8 hittos G comVE neBecthumasatatus 1755 "’l""-'n‘i"' T
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and spot Biicoin ETFs in total breached $100bn in AUM on T1/20/20244=AUM as of 227/202mm
stands at ~$ubbne

@ Spot Bitooin ETF ALIM [Daiy)

B & FENC @ UETD A CLU W WSRO W S T e

L1

pEai

- a8 Wy T Bl Lge 14 P TH [~
\RBATED, FER b5, 308 ol - = -
seactor mibn AUM oo i ben == nother key ot <= mabn risk ®
Gold ETFs launched in 2004, compared to less than a year for Bitcoin ETFs.
ETF ALIM Comparison
O, BTC ETFs
&0
Sowrcey ramrmees | and etidb, com™"

T he largest and heavily scrutinized markets/bicoin et spotbitcoin-atf-onchas
PN s
* Gold ETF data: s = r < =T
“hea largest and heaavily scorutinizaed wiho e eiffipot bitcoin atf-onchar
halding
HGodETFdam: rm r v e r bt .
infoEepochye.io ke epochvell
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- aunchedn sy 204 hat e nog axcesidlaunch in ETF history. IBIT filse- ever Hoesh
triefly in December 2024 when bitcoin fouched $108k Gold ETFs hold less than 15 of
Gold's tofal value whereas US. e r» >, for ~5.8% of Bitcoin's total market cap
AP ot Bit -coin ETFs #° Both assets have barriers to ownership — Gold is a physical
asset that necessitates secure storage while Bitcoin requires 29 own distinct custodial
arrangements.

10 ist==

| | BE—— == To put this § =——mr
AUMSEC comprised 21.5% of holdings at the end of G54 2024, while non-filers held 78 =se=*Non-
filers™ are impossible to parse, but the strong majority are == " and eftdb comown over 4%

of the 21 million Bitcoin supply via the ETF.

matched

SouiceE: Sissn |reaaunes™

Retail investors have continued o buy since the ETFs launched in January 2024. Despite

decline in Bicoin's price from Q1 fo 02, retail investors (non- A L4637 5m i inflowss
tsbicon3d8 e lcd EE="T FF cdasat e =

investors likely hold close to W5medue o b5 £  The biggest Q2 inflows came from

‘hource: s = | g =
Sy QWIS '!
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investment advisors at$1.1bn or 26% of their Q2 holdings, but their buying fell sharply in Q3.
Hedge fund inflows were consistent befwaen $400-500m in Q2 and Q3.

Source: NYTHE

% ofeC  ~6.

— 26 including non w15, funds “own’
Bitcoin on other blockchaing, Tokens like WBTC and cbBTC are arrangemeants |

A ho - While they are not direct ownership of Bitcoin itsalf, Retall investorse s mud giiminstitutions
efmgravitated to SEC comprzadd 27,5 26 of hhalcdimoeag =

e ean— =S 2024, while -nonfilers held over " &3 _
- “MNorm Eempestenprs but the strong majority are s it neaho s v 1y
CONAE T i immainiy'wb% of =] <> aEmEEE = the ETFs

lmrched in gy 2 0ninderdipin flretail imvestors (maom
File2r=)

"
1

hobirisl e filings: = due 10 ir- b -ty e buges
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Oy

— N L S grown significantly since launching the foken
on Sept. 12, 2024. I broke $100m in investment advisors at $1.1bn or 26% of their
hoidings . bte i vein Bedge hnd nfowesre B idilin less than six months since |

Bifcoin

= . -

TWHTC data fromDefillama: E—=% i " «c——— «—= i ol
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WRTC remains dominant at 5.2x cbBTC's size today, but the gap is narrowing. Coinbase's ability
to leverage its extensive existing customer base and its delisting of WBTC makes it likely that this
frend will confinua,

Y

|'- f |I' o '-'|'-|+|!.|:__-:- |

Bitcoin Layer 2 solutions aim to expand the capabilities of Bitcoin's base layer and close the
functionality gap between BTC and alternative cryptocurrency blockchains that offermore
developed applications. As the Bitcoin L2 ecosystem develops. we expect much of the tofal valua
locked andfney e _ «<> b cor . «— tobal BTC supply

- WWEBTC isameaninghu portion of Bitcoin.,

B w__s & its ssupply's flattem T
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Sours e Bicon Lapers

F filings: Bitcoin L2 due to its unilateral exit guaranteest
Lightning allows users to send/recenve Bitcoin and alleviates Bitcoin's scalability limitations by
enabling Souces: Glassnode, Defillamathroughput. Lightning's capacity has steadily increased since
2018 to >$300m today.

n less than

SCINCE. DAEGM Vig

1 it - !_._,L- PR i
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months siNnce

ifs fret day L2 applications have developed slowerthan 43 —1 =2 produc e
divergence between Bitcoin and others among Rl = and
onchain B3 &  Bitcoin has maintained a leadership position among crypfocurrency valuations
since inceptionibut to leverage its ex siwve ssingcusomer bassed b ddng f 18
e il covinz. s lose the el oporss iocethat offermora
developedoings the Bitoacoirm |lssisESssmethodical development is an
advantage, these technological differences have drawn billions in veniure invesiment fo nork
BTC cryptocurrency development and fueled their onchain metrics to overshadow those of

Bitcoin.

|- .I .- 5 :..",I .I li-'ll'\% 1:_ II_. _-
Daspite Bitcoin's market capitalizationi=t Hicoin Leyerdocurrencies in terms of onchain matncs,
While Beas pmisguemememating theoretically unimsedthroughput e st mersmind hiigirmes that of Solana:

5§44 |2 data fromBioon Layers

than

- S Esover ihe precedang B weeks
Ynchaindata: == 1| = oo = 1

= 'C. A0 depochy i
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The gap in decentralized exchange volume is even more pronounced. While Bitcoin has
narrowed the difference in total value lockedsmists remains ~15 times higher as of the end of
2024,

Wisakly Dos Yollore T¥L

T | wu ] sl Ftal BRI IO LY F-rr] ®I5 Lk
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= irascc e Irsc e >tTic=r but mEms
attract greater wnuecaplalinvestrment. IHtheand SOL originated =h
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Weekly Fee Reverue and FDV
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terms of

Any growth from the Bitcoin natve application ecosystern can reduce the gap with competing LI

cryplocurrenciessgriving substantial growthon shinsa =———8 = 8
= EEDE ] e CRICNS N VeriUre Imesiment

to nonmarket dominance and widespread recognition could draw a migrafion of capital fowards
emerging Bitcoin native protocols By analyzing Bitcoin's outsized market capitalization relative to
other chains, we estimate potential growth in protocol revenue. DEX volume and TVL, especially

as s native E“-:i.'.i‘.-'\.}"-'\.'lF.!T MATLIres,

onchain

Honchan dala: == 1| s s ws won

coetd |}
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By applying the revenue/fully diluted valuation (FDV) mefric as a weighted average across
alternative cryptocurrency chainssBifcoin's impbed fomrevenue is mstimes that of its current fee
revenuas

BTC Weekly Fee Revenue Potential

o Al !

[ ;
B R0 Do0 000

sl I

F".:.i
LT

Sourme: Arermis™
Similarly, DEX Fenay Xifand TVL sharply underperform other chaing as a percentage of FOVE
'-‘-.-h'hl:,' Pani olurme as S of FOW TWL au % of FLW
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#EX volume on BTC is near zero, though it can aspire to ~$166 billion The gap in mre.—
pume & men o NN ile Bitcoin namowed i = dfferancéyy i’ s current
FDV implies ~$260 bid8 mmmwsmseishogh + o i =  ipimsiicon’s scosyom

BTC Waekly D Voluma Potential BTC TVL Patantial

= ' ] _,_mﬂf'*““f

R e

ripisdiscrepancies isitcoirenative protocol growth to accelerate through its current and upcoming
cycles, If Bitcoin's ecosystem expanded to matchthe proportions of alternative cryptocurrency
ecosystems it could drive approximately 27 times more fee revenue, generate some DEX
wolumecompeting LT st

growth both nafive ecosystem fotrail the broader cryptocurrency ecosystem,
We believe that many crypio usareases currently rely on unsustainable token incentive models —
a practice that will exist in Bitcoin-native profoceols but to a lesser degree. As the Bifcoin-iowards
emerging Bitcoinnbe ikl s iy s svizmmnrprotocol m———
evenue. -[IDE>X volume and TVL-. epecidls ifs rafve ecosysiem maethe £ G2

market size remains uncertain.

Bitcoin in the Media

tenv s adoption and onchanBysppyingthe resrermvuaress  fully dsasll
metric as s weighted avirage acros smpeppiory g and itcoin s impledirevenue is
Tirrmre= Thhh=at <«<o=F its current fee

ectrums revesincreased compared to previcus cycles, £=——" 1 50 socetal
entrenchment.
mentianing “bitcoin”™ iInCNBC and Mew York Timesepochve. o LT2» =

mezthough it can aspire felfdsince maintained more consisfent coverage while following general price
action“onBlon=warcge<d el n2024  and »pr =1 _

"Onchaindate: == | e s aess
* Figures are weighted fo FOV. [ BTC price doubles, fee revenus would grow 40x instead ot 20k,

8 O data is indloeed relatve to the numberof articles each website posted.
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second highest month — £ 22 mEWZWNe= anficipates %
itcoinmpo - pto accelerate through® = current and upcoming

e e = B — = F o s ecommenmemnc e o
anticipate in mssresdbolstered its Bitcoin attention throughout 2024854ecurrent media
anticipate from CHBC and &= —— = However, weapest Bitcoin's

nave

oo omy mtarTy o

Recent dataincluding CNN shows a stark confrast between 2021 and present coverage CNN's
«related articles have declined significanthy. Despita a briaf uptick in November 2024, its

coverage of Bitcoin over the past 18 months remains subdued relative o pnor years, The

disparity between the Mew York Times and CNN in 2024 — both nonfinancial publications — wh

noteworthy

attentionii mandgseaearchheaes

ciear oycheal petterns that slign with Bitcen's price moemea Trough bveh durng e ear
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Monthly Media Posts Containing "Bitcoin”
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Comparing “bitcoin” with related search terms from the New York Times and CNBC reveals
distinct patternsshe New York Times® coverage closely fracks bitcoin's price cycles. with id
notable divergence since 2021 between the terms Bitcoin. cryptocurrency and Ethereum, 54
He=m=tirme high im Iate 20717 smb22 | “cryptocurrency”

maintained prominence during the bear markefspartly due to the collapse of FTX and other
platforms.

From 2020 through today, CNBC data largely parallels the New York Times, except for
heightened Bitcoin coverage in 2021 and early 2024 during the s:oond higrest monh ——— ey N
The ismrleoverageSnce DU CMCmcover | T ——«——= § r»
through theErecent anticipate bermadsteviremie s i frereached and peak
the 2027 = r—» < E

* aitentionfinps. wwwcnbo comd snd s rches  andthe New York Times
= ETwbe moludad for mare than one keyword, Data for “crypfocurrency” may ba Bied by articles
about bitcoin fhat also mention cryplocurmency whareas arficles about cryptocurmency broadly may not merhion
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Tradifional media coverage reflects news organizations” perception of public interest, while social
media frends should serve as both leading indicators £ "o <« 55 S
measure of public sentiment.

hitps:/fwww.onyvtimes.com/ 56 o e T Dreatey woimsiiy

«naturally =3 =  Bitcoin's price. £—" _—" Companing “hitcoin” wit
rolzfed smarchterms " B =—— —w shmrncd CNBC revasls
dztnct efierd he 52 .
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bear market === r— 1 | ~~  -due o the collapse of FTX and other
platforms fImissnnmtithaeightened Bitcoim
coverage in iland early 2024 &
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crypfocurrency — " mmiammessrthereum” deBitcoinrelated channels
— mirror broader attention trends but with notably lower volatility, The drawdown in 58 Slbe
views from peak to trough appears more modest compared 1o Google Search and Wikipedia
24 patterndi58 Slbe content creators typically increase video production during bull markets,
which should amplify volafility in both views and subscriber Traditional media

coverage refleciommib 8 Shews sprosionperceptionof e a E=2 11 =—

- 'l'l'fl-i':II-i'l"lr. T airti Ry ey ey
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Mew Youtube Views Daly, S0dsy Meowng Averags: Source: Into the Cryplaverss™
Public  sentiment. -weupkbgs- , which capture «— r» -
— = FF searches formnfomaton r» &= Tt ea ra&a 1 Iy correlate with
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Mesw Tivitter Followarato AnaksateDaly. 300day Moving Aversgal Source: Inas Tha Cryphoverss®
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Into the Cryptoverse— tracking instances where "experts” and media declare Bitcoin dead —
llustrate the historically defamatory coverage from media and tradifional finance, However,
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reported Bitcoin “deaths” have declined sharply from their 2017 peak when viewed over a ones
year periodfThe from peak to mougiBitcoin sa e ipeeligpatterns ube
ety o s & | |y mapmnduring iwacknowledge its utility.

A0 Db

DORINGE G

both e and susscribapsdt wssemand individual interestias reflected in bear market mam SO
Soucethe bull market has plenty of upside and time 4k Media st oy Movng Average
Sowrce: Into the Cryptaverse below 2021 levels, and significantly under late 20175 exuberance.
Tradifional media attention towards Bitcoin is increasing. driven partly by the ETFs and the

Thea ,000 price level, though soma outiets like CNN show only marginal increases from bear
remsraregardless of marketoonditorsin

ectrum, levels, Thoughber seret ypcaly b v sty oy o poos vezmmnany will

late 2024%5hough aftenfion correlates with price < T2 <> 1 baseline inferest

el

levels i e irrespective of price action — gradually e Anslyst

= Source . D Eilye . SO
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ta nonTwitter followers for (& memomegrowthin 2027, . Growth 22
has mantamead a slow byt steady place, wih sone st s fes e

» Teipdbhherald nesresweiicing okl day Moving Averageiover the
past decade, delivering unmatched returns despite its volatility.
o Volatility: Contrary to popular belief, Bitcoin's volatility is comparable fo &<

mega-cap stockss e Bitcoin has congistently
e fpEoca>r teeodd Hitcon”deaths”™ sk dedredsharply
TICBERED

o Yesaar meostfo || - =
pmmnarrative that mrmappears to befading as
P=— R g — N " -some of Bitcoin's hasheste ritics  begin
M - szt Bitcoim

o i= [eadl mBitcoin's market cap relativeto other cryptocurrencies
confinues to expand oiecapital migrates from other chaind®We expact this o
continue over the long runs

= Bitcoin Adoption: Global Bitcoin ownership exceeds 400 million people imefrics
sow ewrinorenn, by mral including approximately 48 million U.S, ownersf™

+ late 2017 seuberance T ra=a«<d ifional mediasommsioirey nephy
Riianay . C D2 C > C D>

= price level. though some outlet like CNN s megn noess be

Eose==anr s el Soogle a0
rends spledprice broke through $70.
OO0 §F e late 2024 houabh
» denioncoreafes withpreeiey thhe short terrm
. we expect siins |l e~ e 1 = rise
irrespective of price achon gradually
S — wver time &5 $120 b: w=—in inflows, surpassing

« growth since its ——=C O C O <> mcegfion
drivirmng it=s unpudeed piceprimancesacross
major asset classes. P rice erformance = -Bitcoin has
=l =——F 1 e e investment partfolio
pefamanczover the ok delivering vnthd returmns
despite its volatility. approximately Sl B oy s

» comparable to =S <3 r > cap stocks
e B itcoim sdaocomsistermtiys

mnreaxgEar sonarskadjusted s
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their first year, Retail investors account for the majority of inflows, holding 78.5% of
the ETFs' AUM as of O3 2024

Bitcoin adophion exfends beyond ownership to include imssnative Biicoin usesionchain metrics
across different networks, and lowiesésspecific media anticipates

* Non-native BTC: Wrapped Bitcoin tokens (WBTC, cbCBTC) provide exposure to Bitcoin
on alternative blockchains. They account for less than 1% of the total supply. but reveal
demand for Bitcoin from native users of other blockchainss

» Comparing Onchain Metrics: Despite Bitcoin's market cap dominance, its limited L2
functionality results in lower TVL, DEX volume, and fee revenus compared fo alternative
cryptocurrency networks. If the Bitcoin-native application ecosystem catches up to

- ar e DemographicsDwmanship & nostredicould young man fugem

" g aafEo>= narrow as risk perceptions ease. Sican HoldoukThe graatast
ademfcn tamncidng unstable vakue” and Tlack of governmentor enking veright’ = rre=s levels e
brdhdspat  ETFs andsmemm syl axtnis approaching an ncmpacross muifiple sectors:
Business Adopfionimsmesgesiole poosdi = T oy eo 3 =
cap compariss like Microsaft and Amaron signal peywescded, 15% cash allocation from

fetn ll eptmisrwould generate sowver L1220 dilionin inflows,
srmitiEsurpassing curreniUS. spot Bicon ETR Foughly . 9 bifionNeten SissAvdoption:in 200,
suswal) . 5. pEEatEpopesngand strategic bitcoin reserve, prompting othes
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Bitcoin Corporate Finance

info@epochve.io 54 MAI—k




B Epoch

Introductior

Qur adophon section highlighted substantial growth in Bitcoin as a balance sheet assefs
warranting its own section with dedicated analysigs
% Ownership of Bitcon

zal BEDY 200248

mml-p_ﬂl o, MG

Marathon Digital, 0.21%

Hut B Mining, O 0605 Riot [Madorms. OU0H%
Tosla, O.D6% &= =

wor b=
reserve asset fogolo

» If countries sought a modest lstieipenBomm
155
s Tl 1R == ininflows
. wil |

» Bitcomn ETF Adoption: [seoe e gy X4 115 ot bicon ETF
» experienced mEndmEElls et ., i T
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The Fundamentals of Bitcoin Treasury Allocation
T+ Fae—i1r Firr==="%1 = .

Hetal ivestrs e e s e At

m  Inflation protection: Long-term allocation fo srscarce asset as a store of value against
rmonetary inflation. Companies should balance the tradeoff between short-term volatility
and solvency risks when determining a holistic freasury allocation,

2. Dilution protection: High performant freasury assefs can extend capifal efficiency, and
reduce the need for future fundraising. This Is most advantageous fo early-stage
1E£ 35 by preserving founder equity, and its subsequent incentives,

3 e [epkStmmedopdomee: m — il =——=
lirmited L2 - Fuarmeeticoraalitsys

= Strategic marketing initiatives: Bitcoin stakeholders are unsque because they benefit
from fes revenuessmeryptocurrency networks. Fabcoin adoption. Businesses that accept bitcoin
and hold it on their balance sheet can leverage this forffiticoin- Bitcoin's

== m=—— F = == §F r =

r et rics=

exponentially groww hiEmllilcoverage. s
mediadata oeseour portfolio companies determineg economic considerations when
exploring bitcoin freasury allocationThe following analysis compares how a startup can be
affected by holding Bitcoinon its balance sheat compared to mbSD treasury allocation.

() Consider a startup that raised $1million for 10% equitysend is burning $2052 per
maonth. If this startup allocated 50% of its cash to Bitcoin and bitcoin’s price increased
annually by 30%.™, Bitcoin adoption expandimng =s=the sdwbdes
year periodiil = < r—y fPeprpedup |, particularly among busnesses andnation states
rdn Ileater secticorm gdim. we B
explore

el S B —— BN e R —— O — 3 htipssfcasabstcomn comfcharsftsharpe_char
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(2) Consider the same company, but 33055 With bitcoin on ifs
balance sheet, the startup would still need to fundraisedn~7  This section of the report will
explore: e fundamentats of a Bicom Tressury secafion-focusing on ealystag e

tcoin CoMmpanias Dmmwsiraeges

s
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{3) Even with Bitcoin's welkdocumented price cyclicality, downside risk remains
manageable, With a 40% price decling in 2025, the £ «— a fundraiser
three months earlier and effectively dilute itself only 1.3% more,

Applying histoncal bitcoin p (o= DE"f‘C*FI'I’IﬂI‘IE.ETD Ll T — ] term allocation to
ped g im o ae gpmonctiny iisorlenterhe tradeoff o rt term volatility
s rvcl ey vie e e e ddalilution probection; Ii—— igh phrtiEgs

—

can extend capital ey sdeduce the nesd ol e s Fear<  Bifcoin
fundr miumrestsktage -bypreseniy bunde squy, ad i abseget noenhes. . ———== ___

Strategic financing capabilities:Mature companies mvmsnee szl St
=) _  Imcesemnisetion mekshoden a2 g tecese By berefto Bfrom
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mmmnhitcoin freasury allocation¥manalysis compares **and found two
compelling examples of benefits for businesses operating a Bifcoin freasury strategy,

s 1) mmillion-b(5gepemEper month, If this slarkep allocated 50% of its cash fo Bitcoin and bz
Price imnacreasedca  —annuallyby 30%mmsprofits
into bitcoin, Before this decision it had three franchise locations, as of 2023 the company
has expanded to 44 locations. Along with the financial benefits of thair Bitcoin strategy
{having survived a 74% drawdown). Tahini's enjoyed an uptick in benefits from their
marketing efforts Tahini achieved viral marketing succass through their Bitcoin strategy
— building a pitsatenillion sushinstilty == FX T e A ol oo e v higher fn el ongy
with its benefits were unprecedented.

s  Feal Bedford FO: PR 3B NOWITh bitcoin on its
balance sheet, t he startup would still need to fundraisexi
primary reserve asset — accepting BTC as a form of payment. It has built a global
fanbase as "the Bitcoin soccer team” driving record-extended runway

—— >3l < mrmrrecquity diluticormn.

l.Il-l.ll.l-Jl.lllil:'lLL'lﬁ ........... LU EQ|Gbﬂ|fE‘I’l|’.‘IﬂEE-5E
necessity to {35) Even with Bitcoin's well mmsmanageable.
e W it Mo acem

im 2025 B, tThhhe company would need a fundraiser 58
threa ssmedl I2-5S rmyore.  igheoncd biton pree pedomence I a———= riEmm
a Bitcoim allocaticorrm  Bregywddmaterially bensh
the company’'s emipnEven with conservative growth Bambe
adoption and are always exploring investrments in companies finding a impact shorf termksaBitcoin
marginal crsmireWhile prica volafility

reguires active

Zc> e ry e management. underaxdreme scenarios
Serwvwes 1

River Financial documented four primary stralegies that businesses implament today™%

1. management options, along with Bitcoin's
»  mpen-return profile,
» sathnii== Fyc> el <d
s consider
= allocatings proportion of idle funds
s I Tce=c>ir _

F==mmtancial report on business adoption of bifcoin: Fe et ratisel bitcoin. ey A
=rya il ic=>r  htipsdrivercomieamdilesbusiness bitcoin report 2024 odf
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2, strong incentive

s v a T

« mEEbusinesses

s —— B = —= W
3. are furthering its adoption,

. Wisuited for multi- £ <=

» Applicable primarily to startups which can raise for three years of runway.

= Startups mainfain one year cash runway.

» Can justify raising excess capital if Bitcoin allocation outperfarms future dilution.
4d 1l ==t

* year detailing various case studies-term convichon,

* Requires minimal cash for immediate expenses,
Bitcoin is the dominant Tahini's
. e W Cesamaryacdis=sary

il

For startups, governance poficy should priontize difution risk management, Many of these
considerations are based on access to capital which can be influenced significantly by the
market. Importantly, when considenng leveraging their loan collateral in Bitcoin, founders should
take into account total liquidity: cash runway along with borrowing capacity during drawdowns).
Companies that offer to collateralized bitcoin loans include Ledn, Debifi, and Unchained Capital.
Banks are soon to come.

Bitcoin Allocations with Strategic Financing Capabilities
Onee a firm reaches a specific scale, it can employ more complex financing capabilities,

MicroStrategy (MSTR) exemplifies sophisticated Bitcoin financing at scale. Given ifs access to
capital markets. the firm can publicly market debt and equity offerings to qualified purchasers.
Raeal Bedford FCS oz —

glilomai—— B == | === oz prdcisting sreson, boud e homesedhe value
of bitcoin. While § = primary reserve asseaet onisssucapifal
markets, Any drop in market appetite could threaten the sustainability of xifinancing madel,
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tcoin

Seiroer Microatratagy Company Fillngs
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market. At Epoch, we invest in companies aligned with
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Public Company BTC Holdings
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‘.‘it' o ﬂd“ 5 Id-"rr“llp
B HIC Modinga Value E0Y 2034 &% Clan
wer b icz -
B B loewn “iWhen adopting bitcoin as a freasury asset, it's paramount to establish a

g:::-uer*ﬁa Nnoce policy for sooaton dcsiriuch wmzmrmaETrmwegual. While
it ishard to predict how significant this adopfion could be, we expect the markat for bitcoin
lending to become more aftractive, drawing mulfiple degrees of expansion in the near-to-
medium tarm,

mestoprofiferation of leveraged Bitcoin corporate finance strategies is a key risk fowards Bitcoin's
price volatility. We've conducted a deep dive on the MicrdSme imnmanisbesiitoc oin
eport —— A e T "0 @ g — <——3

to concentration of credit risk.

MicroStrategy (MSTR)

MicrcSenpmmsinm=a® is the top public company promaoting bitcoin balance sheets via their
leveraged finance strategy. The firm's returns outperforming Bitcoin has captured both the
attenfion of Bitcoin advocates and Wall Street. Since MicroStrategy began accumulafing Bicoin
in 2020, the stock has appreciated roughly T rico riti=< by o hee
SRR marked,,

statroSirategy’s access fo capifal markets enables it fo raise debt and equity capital to buy Bifcoin
— drastically outperforrmessats cost of caprtal, Since it bagan its Bitcoin inifiative in 2020k

" Brcain treasurses: Hips . biicointreasuring. nnt/
Y pchyned=trategy changad its name fo “Strategy” on February 5, 2025, We will refer to if as MicroSrategy or MSTR.

info@epochye.io 462 | epochyve
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=« =—u | &  iunepoymore complex financing capabilities s torapital markets,
thue firmmisstonis currently executing on $42 billion . McroStateqy Lses leverage, and fhe vaue of ie-tanes s oo
[ —

W=TH v BTC Perlormance

B TE oot MoRligs

Fr iz S |¢||'-,."_.'-_|"1‘

MSTR stock trades at roughby 1.9« value comelates to Bricom, # also depends on ='smeecess o book value, In
theory it should trade near book value, but this perspective is based on an incomplete
understanding of the businass strategy.

MSTR
Market Cap vs. BTC Holdings Value

¥l

=

gap | A ':
i
-
g L
b
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i
P (L Halgivgs Wolun it (X I 'k (= | Lot gt T
=Chart datac owver the past year, and <1
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The Space website:

(1] Perpetual leveraged financing expectations

Esoain pHicy ieCrmann
PETH jie if i e

METH junyw BTL

statroStrategy's strategy relies on Bifcoin's perpetual price appreciation. Moty Company Fing
unlimited debt appetite — as Bitcoin rises. MicroSirategy sremtheoretically continue fo
raise capital at favorable terms (all else equal) due to its improving balance sheet position.
If MicroStrategy continues fo execute its strategy, the stock will continue fo rise (all else
equal), potentially outperforming Bitcain, We attribute some of the stock’s premium over
Bitcoin to the market's belief that BTC is undervalued and that MicroStrategy will not
waver on its capital plans.

(2) MSTR: a growing source of Bitcoin

MicroStrategy's model attracts investors who prefer it to spot bitcoin, driven bya KPI
dubbed "BTC Yield™ that “reprasents the percentage change penod-to-penod of the ratio

betweanthenm— w=—= | =—a B B ==——= w m == L
Put simply, it measuras the change in Bitoon per share of MSTR over time. In 2024,
MSTR's BTC Yield was 73.4%.

statroStategy’s structure growsBitcoin per share through two mechanisms:
= Debt capitaleBy raising debt capital, MicroStrategy can purchase Bitcoin without
diluting shareholders in the mmediate term. Although its the market for bitcoin =5
mmumrpdrawingmultiple degrees o apasion nthe neamedium term.s

infoEepochye.io 7l
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« Equity capitat price volatility. We'veconducted a deep dive on the Micro

— mymuBTC per share. As long as MSTR shares are trading above
book value, selling equity to buy BTC generates an increase in x ;
tr=eéxceads the dilution to shareholders.

drastically

Based on MicroStrategy’s stated capifal plans and our analysis, tralegy MSTRE7 4 kteiz
share of M5TR 1o Their mpiinesey T he firm's

il

mBitcoin has captured

ko>t sewdioamthat MSTR should trade near its book value — icroStrategy

hegan sccumulating Bican— in 2020, the stock has appre 7 However,
MSTR frades above twofold its book value when factoring in the market February 10
T T T e . — N

= acoess 1o capitnl markats snobles @ to roise debt and equity capital to buy Bitooen

a5e )
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There are limited options to frade or speculate on Bitcoin, parficularly for insfitutions or
individuals’ accounts that are limited to =" =1 shAICTro

mem“mmﬁmﬁb | | F‘i‘]’.lﬁﬁt‘f'—;:‘i H}ﬂﬂ':lf Ilullu. ..... =l

1. Leveraged returns: MicroStrategy MicroStrategy has accumulated
— 1 —_— B B« —»
bitcoin (worth approximately $<

S
2 2025 @ i s s
= r pempaiy T ——T ==

B = 0 0 B == r—m
in planned fundraising from 2025
T O > 7 Tt e B peie.
premium in MSTR's valuafion will wane over time as ETF opfions and proxy
markets matura,

3. VolatilitysMSTR options trading allows the company to achieve aftractively
low rates on its convertible bonds. Institutional fraders capture MSTR’s high
implied volatility by buying convertible bonds and sell ==, creating
= =] for billions of doltars of MSTR converfibles notes at near
0% coupon, icroStrategy’ s strategy
relies on Bilcom's perpeiual price appreciafion™

4. FeessBitcoin ETFs charge an annual management fee. Though fees are low,
long-term holders may prefer truly zerc-fee Bitcoin exposure. MSTR serves as
a medium for Bitcoin ownership with no management fees and no trading
fees.

5. Frontrunning MSTR's likely inclusion to the S&P 500 & Nasdaq 100
Indices: M5TR will adopt new accounting standards on Jan. 1, 2025, when i
becomes eligible for the S&P 500. This would force over Sxwtnvestors who prafer if
e = > 3 Similarly, MSTR was
added to the Masdag 100 index on December 13, 2024. Some of M5TR's
recent outperformance over BTC may be atinbuted to fronfrunning its
between the

M —— meweien 7 AHEPU simply, # measures the change n Bitcoln per share of MSTR
— TR e e, W W O R W T wme——-

Im 202, MSTR's BT Yield was 735.4%46,
= Fruchoe grow B e ﬁu‘lﬂu:qh g mecharesales cxrmi T pa- fwaew Darrons, comiartcias!mcrostiratogy-aphan-votahlimny

coreEminie 0S40
®MSTR s wwsual retationahip with volatility also means thar the stock price i loosely fied 1o wolafility, Higher volatility
permits beneficial financing ferms and leads 1o greater BTC yald. Many M5TR shareholders are unaware that the

stock, fike a call option, & exposed fo downside sk from lower volatility; if Bitooin &= fat, MSTR should undemperfom
1 Ehwwoonomic on X.com
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How do stocks behave
when included in S&P5007

Pariod [2014-2024)
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Source: frwoanamis on Kooms

65 MicroStrategy Company Dynamics

» Favorable terms on bond issuance: sisng aquly capfal by ssling shares alzo producest
rrvore sshook ake, seling equity o buy BTC ganerates an ncrease § e its BTC heldings
M b =—= & EnCAes e difon it frhodes
Based o lobmgistated capital plans and our
== ra=al~ =1 =

. _— vwwe project | Be—= =
itcoinper=hhha=arese ofF RAS=ST R e

I e ——

rithrough 2029 ; hpsas.comfwaonomic/statusIBSSTAFTTZI588 19869
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MSTR Balance Sheet Forecast and Analysis

MSTR’s outperformance stems from leveraged Biicoin exposure, and the market's expectation

———— — However, MSTR trades
E=— T — i S —— TwweoaFfeoalcd tam
market value of its balance sheet and a range of price/book ratics, we can propose a
MSTR-implied Bitcoin price and use Bitcoin price forecasts 1o project how MSTR's stock price will
perform over fime.

Examining MicroStrategy’s current ~$335 stock price across potential Price/Book ratios shows
These are imvieg options fo frace or spaculafe on Bicoin, pericuieny or instiuions cemsiphiy requisiecieb A il s pot Bitcoin ETFz

BTC’s implied current price — denved from M5TR's current price and future Price/Book
Value

Given M3TR’s bitcoin exposure, Bitcoin's price trajectory through 2030 will drive MSTR's price. If
BTC rises to 357252 TBSasw=ie rdnad Sbamyshen st wh VTR Tradr a0 it e b b e o s P
mnlmmmEnE s veeE EmpnyeinEeTw o l = T i | § s mattractively
e '-r':t*:l'v‘l STR's high masiibEssr, Eswasnir»ca
comnvertible bonds amd saell ing aes
MSTR calls mb2 significant demand  misksizas
0% coupen/53% and strong outperformance over bitcoin.

B e e = Bron T e e mgrete T houg h
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MSTR's 2030 Price — derived from MSTR's future Price/Book Value and BTC Price

Performance
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For investors, MSTR represents indirect exposure to BTC that theoretically offers outsized returns
during bull markets — if it can confinue growing BTC/share. However, leveraged exposure
means increased a=— — % - by W et nfend et inchison o fhe 539 500,
MSTR trades b a long

tTerrm. Im

—_ the sin Bitcoin's price or company-related changes could threaten M5TR, as
comarketvalue IL_d w—n b= S =—> = r T | =
regarding
demand for MSTR bonds ~:  billiorisin R ecould mensmoption adopion vy
converfiblef4A{0O544d === =« » i R i e ey
stock, like a call o psEmeirrE @G fuee8 1 Ewoonomic on X .com
levered to Bitcoin's price.

_— e wowst-case scenario for MSTR Sharp Bitcoin
declines fcoin 2 =2 i —1 > MicraStrategyCompany Dynamicshemsmnise

= MSTR's debt repaymentnierisuccess ol Bicon sirabegy, and high implied volatiity
= r s =a kb= 1 =

However, favorable rermssmnamdant fromiseling MSTRcails &ga'rm:r convertible bonds, letting m'm
beondts wefh conwerson prces 0%+ mwmawhwﬂm 5 pnl;e includes premum F - <o
b iy ey sl s ilived. so ity delbt oo BETIER) At the fime,
MSTR's debt was also unsecured, so bondholders were rru'r entitled to MSTR's Bitcoin, and the
companycould - s e rya =arbse T 7 =
expectationithat MSTR's Bitcoin per share will expand while Bion’s pice e
Ao 5% et fodiay's market valuation

- B3~ msmMicroStrategy ses(l) early bond redemption from bondholders: or {2)
stockholders call for liquidations. Large-scale liquidations of MSTR's Bitcoin holdings are unlikely,
even though the downside risk to M5TR's stock price is plausible.
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Below we outling the key terms of MSTR's agreements, along with the possible &3 <
BTC's implied current price :

derived from M5TR's current price and future Price/Book Value Given MSTR's bitton exposurs,
Bitcoins pricesess traajesctacarsys threugh
30 wl e WETR's poce. Brises b0 § convertible notes issued in November 2024 and maturing on December
1, 2029, state:

“Holders have the right to require the Company to repurchase for cash all or any portion
of their notes on June 1, 2028 at a repurchase price egual to 100% of the principal
amount of the notes to be repurchased, plus any accrued and unpaid special inferest o,
but excluding the repurchase dafe.

If the Company undergoes a “fundamental change,” as defined in the Indenture, pricr to
maturity, subject fo certain condifions, holders may require the Company to repurchase...
[the notes at a price of principal plus interest]. "™

3= — _ 178 > r S e £ 551 reasonable chances
of ocourringss

"Rockholders of the Company approve any plan or proposal for the fiquidation or dissolufion
of the Company™"™

mcurremt Polobodpdnd 0 e T serefl
c—g=airy «<>F 753 2o and stromng mmon
. e el o charsholder diion, we expect MSTR's Prce/Sook vale ko erd dowmment

awio-18-cle acc sringm

weakening demand for MSTR conwertible bonds. |5 cause (1) <= <> bondholders,
derived from MSTR s

i Fear irmrvreaeaemsteor=.

s MAST R eersrenivedieeenive ™ 8 fan g oy £ e
Howewver ., ssadrive noteholders to downside risk during bear markets
. whichmirhigher
o than MS5TR has succeeded in rolling over debt at matunty in years prior, a
to nonbaar market would reduce institutional cradit appetite, and hinder the
company's ability to refinance.
o Without demand for new issuance of MSTR debt, the company would likely sell
some of its Bitcoin holdings to repay bondholders.

Mlinkwofing i _ouwurraermnt comnwveartible dalbt stands at
=Link to filmg: bipafwww sec.gonrohives'edoar/data 105046 8 ST 12604 26548 04/ dP D5 T Tdexd 1 im
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* Ina prolonged bear market, widespread early redemptions could deplete
MSTR’s Bitcoin holdings driving mrerawifo l2illicorm #
o Selling its Bitcoin would push BTC veslerdower, and the market would lose faith in
prermslitcoin leeveraed to Bitcoin's price.
A severe, prolonged bear market represents the

worst case scenario for MSTR

- Sharp Bitcoin 52 declinesmisiiyear & sesypicreditor demand
FTeaxr kEacacarywocd i Bifcoin epymentimmnoteas
starting 2027, MSTR Saiwsrwammefinance or sel equity during sustained low Bitcon prces,
iNmnsolvency desremains unlikely. During thie 2027 bear market. MSTH
wouldiund tssf i & == 2.4 billiondebt exceaded its B, itcoin
holdings. The bear

MSTR Scenarioc
Bondholders Call Bonds Early

. A e
3 AN
Y i / N Linbvtnes $50.000 2
W /‘ gl &
. thism AsgETy =
g =g pocood 8
E §40.000

S 1

market, however, poedsetBicoin- price threshold that could threaten MSTRes
was never called info recdessr g ticary .

Ate b STR's debf was also unsecured, i =——= --—— ——

bondholders e = r— == e ek nitompay could pemrimmmigrowng debt
mmmmighe , although itdepends «— r—s wu 3, i iaHowever., if MSTR
continues its strategy, BTC would need to fall below 544,200 by Sasw=tiyear 202810
produce a nagative book value,

8 Note: this situabon would also ocour upon maturity wathout earty redempfion, Repayment of principal could threate
WSTR's Bitcoin holdings; early redemphon accelerates the fimadine,
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BTC Price Curves to Consider for MSTR

& SN
% 4
£ d {
& ITE
e .
:: § 35000
g &L P
5 15,000
¥ 00
5 B
1
1} -I"I.I'-" L, - _I. I'|.| _I|. .I'_ o | I' o (LA ‘_I| L _ I.I'
T T Pricn fow Potianin Insohor ty ine Fulure BT puircinie s iy
i L Prce Iy Potenihid Insslvis Y Mo s HT0 P b asas il
—= T Price o Megahve Book Value {(incl Futum Purchases)
==HTC Price kb Megalive Bock Vae (Mo Fubure Purchiaaes)

We also see the risk that if MSTR's BTC holdings value approaches or falls below its

Ky Tems NI Conwrite o e, bt if vmema “fundamental change

, invistors can call thair convertible bonds early by 12 to 18 monthe . For example, the $3
billionmmimd, 2029, state: s terncison.ne | X0 o ameorchess prio gl i 0% of e percfmmmee s
t P, et Loy e s Ydres e ' e b e vl thee nofes &t @ price of principa! plus infierest]”
P/B and stock price. The resulting lower price-to-book ratio could trigger scenario (2],

{2} Stockholders vote for MicroSirategy to liquidate its Bitcoin holdingss

Shareholders may vote to iquidate M5TR's Bitcoinholdingsand &5 01
MSTR's Bitcoin holdings msshomninez mdidmay B> e benaft
current memran ey In this scenario, an activist investor could rapadly accumulate shares and
campaign for iguidation fo capture this spreadsHowever, the price/book discount would
need to persistlong enough for shareholders to organize and complete a vote.

MSTR's price/bock could remain below Ix for an extended period under the following
scenario:

. restrictionece=slawi=ce .
o value of its Bwwukespdicenate might cause (1) | s
oo rmmaacdbhaycaslcd e r = ke
plmmistes -l 00 HE e
* A severchiindtmirsmndf the price of Bitcoindrops . RMST R ™'s stock B
p Bitcoin holdings fall below the value of its debfMSTR's price/book could fall
balow Tk
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M Epoch

2. noteholders — Il =———=
» seck early principal repayment (the case if
the pricefall mwdhougimsmmmwa would reduce
pra==titToe s tiearas=al
+» credit appetite | and hinder the -company’s abifty to refinanca. Without
mrimmupeisiruigtmnin= 21 Link to filing: forcing the feared
liquidations
In 2022, Bitcoin's bear market and biguidation pushed 1  downQ0%toa low
It e, g oy et o el 51 31,50 im February 2021, While market pessimism drove
Y e Selling its Bitcoin would push BTC maftweaini
‘- -_— T . PAMEET R =

giraegy. MSTH's shere price and & presbodk niewoil il s C T o nsider kb
Boesprenmn Fhrough = r—a «——l LZbut then falls 10%6 per
quarter thereafter. MSTR continues executing shafegstatary il

MSTR loses ilssiedoward®

vear BNy nesnd iabites woud mmwincentivize early bond redempiorh 31 et
exceecd asets. B—8 m =——9 BF— =

e=re=cditT ri=sblc would Theregicno guaranteasio the upside, while the
Under this scenario, we can pedd == =

price threshold that could threaten— MASTR insclvency or book value. — B Dae @02

. Bicoin would have 1o fall beiow Sl o o k. wvalue =mez if MSTR halts
Bitcoin purchases o BTC for less downside risk, but average investors today will
liwely underperform Bitooin, New Bitcoin investors should consider buying BT C wudnsdtls

below $4

¢ —_— = = OO0 by e =ar 2028
rOThiCE 3 nagEive J00d VElE
B  roeemesiowssmoen F BTC continues fo outperform its cost of capital, MSTR
should theoreticallyWe also sse risk that if
fa walue mpproachsofill:s = wmwnsiconcerned
Eoocecaray»y»—AdA F»yecalcd e r =
rg¥ demand repayment belore matry,

" Webowt shraing apfors Mosrategy woud praeleesl! some Bon st atuir ity Bitcoin exposure
fe—w ——=1 —mmpiirmsbankruptcy sitwud
traders anficipating Bitcoin . T his

» P/B and stock price. [High options market volatility enables
attractive terms on its convertible bonds as funds buy bonds and sell calls.

» Fees scenario (2).- € ==

» Stockholders vote for - MicroStrategy
to hiquidate its Bitcoin holdings 25 is Sharshoidermay vl o lquasndI5TR s Becireompa

info@epochyc.io 3 Mepochve




M Epoch

rance e STH s price/book ol tades beiow b, A s iqudatnwallretwuarm
more maney than
= sharer
L = el = smmesdoEmrampaign for hguidation 1o
ity e wee~re=nr. T =
« emmiimreiand prolonged bear market for Bitcoin poses a significant nisk fo MSTR,
potentially jecpardizing its balance sheet and leading fo early bond redemption by
credifors.
+ MSTR's debt could fapeeto $25 meesby 202Market expects
pdonged Bon ber s toc k is not dependent

solelys

+ on Bitcoin's current priceBitcoin price but ako could weswrw=a prolonged
Ece—==r ra==arblsse+t
s, prolomged

bhbear miarket could

drive

MMSTR's book value fo go negative I —al— Bitcoin holdings
o b

fi=wmxpect this trend to accelerate over the next year as Wall Street extends more credit to the
Inability to refinance. edng fe st b oot ipdsioeeet > s el B2 itcoin.and

< = N shares . T h»wL 1= dilut ting mnms
pfrmmmirErimeould create a s fulfilling cycle: driving
11T = to tradewioale tricggerirncgsg

a shareholder vote, andie sl iqquiid atiormn o

F e = r = pushed tfiidown PO 2S5t alwE2 kel
from iinfkeay=2C O ="1 . -fiwecd roonye Femining e o i b meme bigm,
rapidad price hrecovery and available financing protected against
s b et e iucio” The drawdown-top pedal 90% compared to Bitcoin's ~77%
deplymasfipi edf ey § == r

= — =Tt r = T < g >~

=amclad e sec.govd Archivesiodoardata T A/DCHS SRS T 2401585 6/ 4B5ap0a-122724 iy
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is unfavorable

1
2020 202 2022 2023 2024

e e =1 i

Public Bitcoin mining companies Marathon Digital (MARA), and Rict Platforms (RIOT) have
accumulated a combinad roughly 862 BTC worth over $6& billion partially through debt
issuance." mfmmalthough  feler o such eentorbredéssinsfin zero-interest convertible
senior notes with a 40% comversion premium " == b=T |l l e frndimyus
0.75% interest convertible senior notes with a 32.5% conversion premium.” Though both
offerings remain unsecured. like M5TR's November 2024 notes. the degrading ferms (compared
to MSTR's 55% conversion premium — signal early market deterioration despite still early stages
of Bitcoin adoptions

Non-thFre= sas==e1T cAdirectisy-
WHireBince adopting its Bitcoin strategy in 2020, 5 - WiRheconsistently
outperformed for few key reasons: 1) Lleveraged béoonbas — sz b

should thecrefically mmsCEQ Simon Gerovich, and were secured by a first-priority morigage on the
Hotel Royal Oak Gotanda.” " mmwmaelies - ——S= Urscuee Characterisheioedzos d sep
MMSTR povdsleveraged BE2 0 te=c=i r o

Terms for new Bitcoin-backed debt remain attractive. but continued market expansion draw
fe==rrypto companies info less favorable arrangementsl®is debi-fueled purchases drive
Breemsimprice and stock prices higher, companies may chase immediate stock price reactionss’
despite deteriorafing terms and higher Bitcoin entry prices.

58 Bicoin tressuries Dhpe/bicoiniransunes.net!
=crypto owners hhpe/hbicoint eagunies net/
"4 A8RA press releasa; bitps: in mars.comdnews, evants’presseeltases’detmil 1384 imara holding s, nc-ped b s bge
METR. siock prce 7 oy o e st el ey Pl oy W0 i e e Py iy b sy

e igarly bond redemption by . creditors I as S50 4 milion Eemmessnion
Erpy g T gy

=ik percionn ol b s Ve ot g

storage. o e SSS00Blce ba T Mea AT TSale Bl dbeasdbd D0 HAS0 1 2024 1 22554 7705 oot

%1 Total Gigalohad mave
info@epochye.io mebepochve
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Late adopters face greater risks. Uniike MSTR’s terms, future debt offerings may include non-

e —— = Ea>aec=T et
to acceleratea mmimmrBitcoin ecosysternm. Non
TED ] W e W T s . driven by shareholder

presures, management feams =

pursuing meaviyerms fawvor pmwsstrategies (and even non-%ewsaged) no longer
appear accretfive fo shareholders. A subsequent crash in the price of bitcoin will wash out, at a
minimum, the long tail of the risk curve comprised of the most exuberant CFOs, before the
market finds equiliorium again. and return to nonfasisholdings

= W _=E B =g = = -l in 2024
to 600.000 Bitcoin from 270 Bitcoinm.

growing

Bitcoin's over SO26 e ipend. gk rapid growth., a
prospectys flledesf=wDBitcoin mbmsmE T F™ will soon be offered. foachieve
financial and strategic differentiation from competitors.

Key benefits include:

= |nflafion Protection: By holding Bitcoin, companies can protect against monetary
inflation, though volatility requires active management.

» Dilution ProtectionnSemen&= "7 Lk findo improve capital efficiency,
rinimizing future Elhyfsk imeeneads and preserving founder and early investor equity.

= Strategic Financing Capabilites EIE==2 8§ F ——= ——= 7 mowirni
and Riot Platforms (RIOT) have 25 masims =" ——= - |

= BTC worth over Sk illica ry Eartisal s
through debt issuance marketing exposure and customer engagements

However, these strategies come with risks:

= Liquidity and Solvency: Bitcoin's price volatility reguires robust governance policies Bl
155 to manage liguidity, svsensure solvency, especially during bear markets,

s == O AT Tm Within two weeks, RIOT issued $594
covbrmrillicaor <= F Dowoermmef] T oo e
during market volatilitys

Despite emerging risks, Bitcoin's integration info corporate finance is in ifs early sfages®
Successful models like MicroStrategy. Tahini's. and Real Bedford FC prove that strategic
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management can transform Bitcoin adoption from survival fo advantageous. As adoption grows,
we anticipate;

= Increased Corporate Adoption: BMarch 2024 to dwarmy e 2024 Mealmefsbonds

required 0.5% mames . poesr==<<=ra=al
guarantees from

LI o e B = s T EBE= < > matwere secured by a
First , pimoekes S s Gk’ benefits of holding Bitcoin against the risks of market
volatility and credit constraintss

Ultimately, Bitcoin represents mpromising but complex corporate finance opportunity, requiring a
-_—— e || e -Tearm= tmmmixbacked debt
remain attractive. but
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Introduction

less favorable arrangements = o =—= L =g |
ebht fuseled purchases -drive itcoin's
Eerice =aryd shock proes higher, comparses miy chassmele s oo iy
=2

Large scale bitcoin businesses now include =— == & " fzevolving
[ty TR T TN ™™ e 11"1_'...-""'.—.:I_-l.""* = = L [ ——
completes theB&aP27/]=% £— «_ »

The Bitcoin Ecosystem Tree

Shared custodial Cantralized

Eyslams Businesses

P2P protocols

The L|5|I11r1|n-|]

Metwork J L
iy Data Storage Bitcoin

Hitcoin

millione— FF <= v 1§ rw<—=3 oo product market fit serving as sunlight. To
confinue growing. the branch must continuously search for sunlight. When a branch absorbs
sunlight, it strengthens the free trunk, and & trunk that discovers water nourishes all branches —
benefiting not just the existing ecosystemn, but all potential growth.

Some branches may growiionly o perish as fastersgrowing branches block their sunlight. Others
might grow rapidly but unsustainably, falling off during a stormeBranches with access to
adoption today may branch off into a completely different direction fomorrow, but they would
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have never gotten there without the initial adoption. Most importantly, without branches the trunk
will nat grow.

From an investment perspective, our free analogy reveals ample opportunity to invest in
prorising "branches” of the Bitcoin ecosystem, while capturing the potential of one of the
fastest-growing “trunks” in financial history, Branches grow faster than trunks, and without them,

trunks wither and die.
The goals of this section are:

& Define the bitcoin ecosystemms

fim |dentify historical sectors of profitability and scale within Bitcoin,

rgt Define the charactenstics of attractive bitcoin business modelss

4) |dentify se companies would face heightenedmi o e b o m

cldle=fFfF=uwult

Thier B tey saten. Pyecah utnontlelyt ferms coukd thessten companies’ survivalumssemomnlhe pdsntiwihen

e e=——= F= W Il — s | . Meorporate itcoin
mmemmaged ) mno longer @nsomeform, we. bedoe te Bicom simivgns
tTo momn —

==u 3 ed strategy. e expect  themiobecome the pimary driver of
T haae rmaee>=<1 boom and bust cycle. Conclsion
Bitcoin mmwgsfopresentssirategicores nessga three-part test to determine business
inclusion into that categony:

1) mmiwwmenly companies: companies exclusively centered around Bitcoin.

Fin msssssragquires actve management Dilution Protection S ftus
can leverageBitcoin -mpoece s peitaal .

 mmmmefficiency. MiimiMmMizing Bicoin futures

mivfundraising s ssssshusinesses by their functional characterstics or primary
source of demand. The examples included are illusirative, yet notexhaustive, highlighting key
distinctions within the ecosystem,
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Protocol Nodes
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Bitcoin's underlying archifecture is a layered network made up of various nodes {software) that
interact with the Bitcoin protocol. Nedes can do so directly or indirectly through integrated
protocols, Functionally: nodes order fransactions:create blocks, and validate transactions 1<
various node types are defined by ther functions, and protocols they interact with.

Businesses that own or operate nodeas can extract revenue from block rewardssend fees, Bitcoin
miners — many of which are publicly traded companies — showcase the most significant
revenue model category with revenue topping $3.5 billion.

Public Bitcoin Mining Company Revenue

(Ll P LS

S millicns)

Hieswsrige

.
-

EMARARCUH:. mFURFLE mBILRE = LlLak mRIQ
®IEEN mETF mCiFRE =WULF mEVE s HLT
Source: sec.gow

Sequencers perform similar fransaction-ordering functions fo bitcoin minerssout for infegrated
protocols by support -=below taxonomy define in Bitcoinbessmeom
=ZScorarce o F cadervaarad o examples
rdgese hete friexhaustive fpicesin testnet]sl3 1 — an Ethereum based L2 protocol run by
Coinbase with a single sequencer offers a glimpse of potenhial scale: fo single sequencer has
generated nearly 3100 milhon in fees since launching in fall 2023.
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Base Sequencer Revenue (Cumulative)

WAL iy | | |
Pretocol Middlewsne o

Sequencers function as validators with potential downstream revenus models. Protocols will
often aftempt to bootstrap activity by subsidizing fees, typically through foken issuance and
inflaticnary economics. While we don't consider this a sustainable business model, we view
network adoption subsidies as similar to traditional marketing customer acquisition costs.

P2P Lendingwe're highly skeptical of esmf—m 2 = Exchh anmnge sooss
Lo bty e Ll i) = W | Elrke'rs :arperuasnre issue in the broader cryplo industry, As Bitcoin-
Digital Assets keusasomiapoot assels, Runes, Odines Sta lk<img

o E2a by learm. E2caoatarmiz<
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Middleware is defined as software that connects fo other software to enable cross-platform
integration. We categorize middleware based on the protocols they are interacting with, and
their functional roke.

Mining pools have achieved the highest degree of scale within middleware. While precise figures
aren't available, we estimate aggregate annualized revenue for mining pools around $300
million, Unchared, Casdnsfitutional Fnancial Servcesscontrols roughly 33% of the hashrate and likely

generates close fo $100 million in revenue annually, ™

M Pool Revenue

Blocks per year 52,560
Block subsidy B 3125000
Fees as % of 1otal 10.0%
Block reward B 3437500
Bitcoin Price $ W00.000
USD Block Reward % 18,067,.500.000
Blocks mined via pools 80.0%
Mining pool Fes .0
Mining Pool revenue $ 289.080.000

‘assumptions a3 of December 2024

Asset ManagementManagers of institutional bitcoin fimancial productshenie sk
s Banking Beguisted banks with dislal asset astodyCustodia, BNY Meliorl Ciendl mnrosslachoniatch Analytics
B o Blgns ot =ikl Boon e
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Bitmain, Bitdeer, Bitfury. Canaan, MicroB T sadBesssalGiga Energy, Upstream Data

st old storage wallet hardyware makssosibaledie
Satellite infrastructure for bitcoin network remote access.” while Noones
to nonhas nearly two iielesusers transacting $3 itcoin in daily volume. "™ Sociali i ol g

WeSource: hitpsshashr simndez.comdhastrato/pools
= Source: hitpasfhodihodl.comdHilersSBourmency_code®E0=LI50D
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e lxzeV alidate that transactions follow protocol rules
------ z=bequencers

e oy e B o it (pen uncionirins Signees of bridkoe and block imarsactions for sidachain protocoliee ebins Guardem:
mammEbmfedmnl, Cetby & = 5 Echallenge. as standalone Bitcoin products typically require
broader financial service P £ —SspeneesFearmicacticorm a=
s i d &t r  with potential downstreamrevenue models. s

Pratocols s i 1 oftery gty b i) kemfoken issuance and
inflationary economics. VWV b= sustanable business model

WE | e dpibdsseat]  traditionalssyssmnsa|
= Howeer, | B
shepscal of gt bl
L ! revy on i |
'5"';"'5 . : — penent |
ISsUE TR ks Bicon
markaf. — [ ripesa] |

e rrreE el

best pracics b provocceraise capital, convertsa e e r—F i «— r—a
i rotocol Middleware — =— L = _—H —_
Link to source: operating marging, However, the lagal landscape remains volatile, A

Profocol Mddleware®™

In recent years, digital asset issuance has dramatically grown, cutpacing alternative
eryptocurrency blockchains that anginally pioneered the model.

DouncE Lrypioatanm
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% Link to NFT volume data: fitips: /www cryptesism.io/blochch
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Middleware idefined s mymeienio enablecross Bplatform  mgso Nt
remains inherently subjectivesidriven primarily by marketing narratives=¥et these protocols {or
othersy may ulfimately evolve to enable digital assets with real-world utility, and tangible value®

- == rawcd lilsel~- generatesclose to $100 nweme enay,

Consumer Financial Services
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Consumer financial services have achieved the most significant adopfion in the Bitcoin
ecosystem. Unlike native applications, these services absiract network interaction complexitiess
creating a user experience that drives market penetration,

Most businesses in this category share a sfrategic focus on BicoinBbnly services, anticipating that
as Bitcoin gains market share, cryptocurrency diversification will become less critical,
Strategically, thar thesis is that a Bicoirispecific product suite will increasingly appeal to the
average Consumer,

Many businesses have expanded their focus fo include stablecoin support. By combining support
for both types of cryptocurrencies, ¢S while PNl o ryea= has nearly the
B e —mmiilliorn westransacting

5= =

i daily volurme., s T _~ I=core business modek, 95
businesses will gain traction through he tmargin service that funnel users w5 0
2 "

Fold is an example of this model. By mfroducing Mining Pool Annual Revenue Estimate®

Blocks pervyvear £2 T —= @ £ 3 « =< >
Block subsidy financial {and high margin} services. In 2023, Fold generated over $20
itcoin in revenue and accumulated a bitcoin balance sheet exceeding 1,000 bitcoin,™

USD Block Reward biipsfodn prod websis
files. com/aDS e DS Tda TS MYeaed laYa Dol Seld S M T Rdda | PSS A OF utuse 56 A e sior s 20P ressrda on 52

CHOC ober 70 20 20 24, ol
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Similar to consumer financial services. institutional-grade businesses often provide overlapping
financial services. For example, industry prime brokers like NYDIG and Galaxy Digital offer
comprehensive capital markefs and asset management servicessulfilling instituticnal demands
across Bitcoin skazbroader cryptocurrency markets,

Prime Brokerage is now dominated by NYDIG and Galaxy Digital, parficularly after the inclusion
Genesis market collapse To get a sense of scale. Galaxy Digital earned neardy $200 milfion in net
income from $4.6 adogton in AUM during the first three quarters of 2024

<=1 example, the Samouri EBzsmdnillion in revenue in 2024.
e e &= T Fevenue [BTCAED fleernet Thousands
> —— ) —> 10.62- <=

2020 rugpdd SereBitcoin's £ C O 222

—_— T _ — — .= 1 =
2022 A4.92 11856 2025 AQ.131.50 5 #EM
o acollateralized bitcoin lending program exemplifies this phenomenon™® Nnnd e soemey
typically a single server running stable software rsaosd B tedfocused firms. Still, we view specialized
technology providers =— __ —= === g
dramaticallygrown odpacng semsverem e st meregulatory licensing with fine-tuned technologies is
strateqically rational,
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Mining hardware is one of the earliest and most profitable sectors. Bitmain leads the category,
with esfimated billions in profits™"areto rule for consumer prefersnces.OF e vanous financial services, exchang
-_—— =——r plmdngdonies  -corebusines mode= — O ften.
businesses will gain tracton margin service | that funnebthepitednfold  simiag
sEstmadrequiring the friction of KYC verification

mmamnining hardware industry primarily focuses on increasing power density and operational
refiability, :mmm:ﬂ&d:ng 1. C}C}C} I::u‘r::::ﬂn_ n&.hﬂmm mlnlng snmlliansar
ASICs canimprova economies of scalarrps oo prod webslees a0 2L o reh Famir
O(OctoberSa20 E‘{'JIEHI ).t

For consumer hardware, - - ~Consumer Francal Servoes
Exchange smemisnminiishistorically dominated by Ledger fwhich achieved a series C valuation
of over $1rses to $in 20214 features business pursuing diverse strategies: expanding bitcoirt=s
specific functionaliy, expanding cryptocurrency support, or broadening security device offerings
{e.g.. Foundation Devices). As bitcoin adoption grows, ssbocused approach on Bitcoin
functionality and securify model may lead fo increasing market penetration.

The Bitcoin Economy

e —— -
Al - i Bt ———— g ——— O I = - FTaesecos anssse il Firevysom.
= N R - i T e i e | e

I—H--mr--u-.-l- — o e R o F oy e Py mF & w

il = pranervel o L W — p K - e

The mitcoin economy is a catch-08term for businesses that require interacting with bitcoin for
success, The two dominant models are media companies and firmsusing bitcoin as a primary
reserve assat,

Bitcoin media companies = o oo soinmrmm e -——— gy

rade pusnesses engonferences. BTC Inc. is a safient example, reporting over $100 rades may in

i bce= ' Built m=2012, BTC Inc. operates major social media channels, some of the largest
industry events. and an online publishing houselsBitcoin Magazine. As explored in cur adophion
section, mainstream media coverage to Bitcoin continues growing, suggesting this sector will
axpand across industries as adoption spreads.

Treasury reserves, much like media exposure, affect companies broadly. As detalled in our
bitcoin corporate finance section, ™ @ = "= W Custodial services
wErtigEy e 1 —— b = #=bRiver Financial and Unchained

=reciuires gspecific knowledae ngislbicneweeThe fee
sxmimcols, -G h:ﬂg'mhmu.mmﬂmﬂhm

m=Source; hitps:fewen crunchbase, comdhunding. roundleddei-2-serems-o--Hlo 990 2
U BTE inc. website: hitps./b. o/
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Emerging Business Models

Having established the key categories of the Bilcoin ecosystem, we'll now examine a few
emerging business models. These models are already establishedisand we see significant
potential for growthin the near to medium term.,

Lending Businesses

BUILD

ASSET MANASEMENT

— Bplanmns =

"'!!1'h|1|:|'-:.-'"'-""-:il =yl o A S5 Y  yeantor , ——

NNG MU

srelated issuers represent approximataly 6% of the USD convertible debt market, which is

b

bonds 50 basis points of the enfire lending market, it
INnstitutiona| I'—'inan:::ial Serwvices 7 wihategies

Source: Bulkd Assat Management

W"'..". :'.-:'-h._'lg d_ustodcy Dol asefdpds i nhirmrstamelilending ssssni

rahesat Maragement .iﬂ-:.- eriimBa nh:u“ng Rap o bk i dptd el s toctin, BINY Mellon
Aonchorsvatciy Dipsfosd

¥ Cantar Fitzgerald pross relaose: Stobor, -.J-EI M= fizgembcbo-launch bitcoin -Pyaimsein
M1 s v = 8 & » < g e Ry 1=
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Market expansion brings keys risks, however. Collateral rehypothecation poses a primary risk fo
sustainability {as witnessed in AUM2022 crash). We also foresee more market exuberance —
PRI iIima hardwyware oneof e earliest and most profitabla
saector=s

i =1 Fr v s == 01 r Ex raywith estimated billions
in profitsfor further material growth sector. In particular, technology businesses with exposure
to growth in the lending market — while the hardware manufacturing — itcoin e n 20 ehile 50
. offering <=—— — g — ————= =
source code to smhancedecentralization.
megiEee at the Bitcoim miinming layver
Deaespite this

— —— VY m
supphy = T W m = —m B T m s—
haeasrilyr

centralized.,

= | e mighadeansindsty primarily Feosco L aa=—mee=
on i r o= prer ey rdoperationalreiebity
e b=t =ar»tTi=al

el aepion ming s e My s ex e Smimprovesmeosts . Reducing thamechng count wala mantnieg hasuaie
owers real estate, instaliafion. and manterance costbrEn kmmsfyrarn open Rucyghe
source s ig v a l let. T h L ewdlemarket moedominated by Ledger
Crrrbaicsbhy ssmschyiese~reod TS show pwer & s st
c——aF co~re=r =71 n2021 " )

deficiencies:
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Dleteripdican
Standards vary by jurschchicen, ||1r]l.-c:|rl!7'_| pulamabon, whch chuses
mnoroased Ir:n;:_l"nglng_l,r it 5-‘.1H5.'|H conk,
Varcous roguiatony rogrmas incroase the ramber of infermedipries,
creating addificnal redundancy in compliance checks wih complaxinyg.
dolays. and costs,
Saxtilememt poly ocours wihen sysiems are avaliabie. and fhis complexity
neroases acrost fme rone difererces. Ths causes tedays wihitn alb
rroasing topitnl costs. 0 Bhis cise, cashy, ks kndwn as frapped
fiquidity, mus? bo heid 1o cover unknown FX refe changes across
d-nl.-l.-"dlmp howers

A material propartion of systems rely on papor-based procosses,
craating dolays and trapped hguidity.

Uncertainty of incoming funds requires overfunding. leading 1o capéal
nothceEnces

Cormapondont bankrg chams ncroass oosts, dolays, unding neods
mdundancy of valdation checks, and the probabddy of omaor

Iincumbant infresinectue matenially increasas tho costs lor new ontrants

|1 grtor the systom, L

Ly fransachon chnns

{High Diarrias fo anfry

Businesses leveraging Bstrategy would Csvdd ismasle.g.. Foundation Devices). A= b
inpefocus ed approach

Bk Motworks
Incarmpn iiola data formals

Hitooin and The Lightning Metwark
_|Standardizes all data formats

Hedundancy of complance chacks [Automales all processng and complinnce chacks

Availabla 24077305 globally

Has no physical dependendias beyond compedar handware

Removes intermadianes, and reduces funding costs when managing
intsaierd and oulbeund ligusdity

Minimizes infermeadaied chains 1o mslant P2P paymenis via a rauting
projocel w— W .
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Businesses built on Bifcoin confinumemergng to lead fo increasing market penefration.
T »= he B— St S rmm

for businesses predothe sgrsmminteracting with bitcoin for Benrees F i rryy = 120y bilcoin a5 2 primary
reserve asset. Bicoin medacompaniess
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uErtresome of the l @ ragest  smmmmBitcoin Magazine. As
costimmmiineae—n «——ll «——= =T 1§ «——— r— =

» sSeaccTticary. mainsiream mediasspepand across indusiries ssadoption spreads.
Tresssury neserves. much fke medss exposure.

« affect m=isihitcoin corporate finance section, rsssoutsized media attention
while also b —— e T
e ]

. BT = _ — Bitrnain profit estimate from 2018: traditional money
frepe o oo o AL e hine s msand alternafive payment methods:. While not
accepting credit cards reduces chargeback risk, it may also limit user adoption.

Given thase challengesewe seek remitance businesses employing novel go-to-market strategies

ittps A crunchbase. comffunding round/ledger 2= SEMES
o
The -ifle9902
I C £~  —Eihewsmperafional burdens The Bicom Ecoscmy

FreMTes o i e Wimpsepn ik sidiinssHiteoin Balance Sheet Companias
wlE i Esetwork demonstrate this frend, which we expect foexpand across Bosoese nign
protocols as adophion growss

This meodel is comparable fo traditional IT managed services model but differs in its fransaction-
based nature. Providers can choose fo migrate from a standard SaaS pricing model fowards a
Febnary Mibased fee structuresBuilt atop open protocolssbusinesses can choose open-source,
proprietary, or hybrid modeks

Open-source models, whilegenerally less defensiblethrough — Tl o7 _ " ae="—m ]
can take hybrid proprietary forms s defensibility increases by community growth, howevens
Network effects and switching costs increase alongside community growth. The opfimal
N 7 e = exxporaeact hthsmarketto
c-caratTimuoie cgracawwiracg
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|Customizatsn of prodects 10 nesds {Monelization mare challenging
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We're curious to see how models evolve but suspect the standard fo become a hybrid approach
betwean software and monetization. An open core model with paid features sumsbuild mess e
miomentum, with community scaling, and enterprise services winning out. The models we expect
E WD iBantor Ftrgerald press refeste- based pricing. and support services.

Bitcoin as a Feature

Traditional financial institutions are increasingly adding support for Bitcoin, driven by favorable

regulafory tailwinds. Rather than viewing Bitcoin-native businesses and Bitcoin-as-a-
%E simply view them as complementary adoption charnnelsie s e e lim
muhEirposes & prirmary risk to

» R |Z2C O e ra=h)). WY e

g formme moe maitlea Lt b eaerarico e nismEEmclrr e s e
competition intensifies. senpissEs L poericor
gualities as collateral ™

» Transfer and Settlement; matenal growth sector, In particular, technology businesses with axposure
to growth in the lending market w~er~er k2 1 | =
s ontinue to be an sBitcoin msuperior fo Fedwire and Tiar-
relatively mmeV e value seomcrmdmmmal

« rehypothecation risks.®With increasing demand for bitcoin as credit collateral,
we're witnessing traditional financial firms increasingly fake partin bitcoin kending
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activifies, 1 = Cantor Fitzgerald launched a cestsbillion through
fees and delays. High volume currency pairs benefit from F e sovear

» Payment Support =ayment infegration confinues as service providers confinue to add
bitcoin functionality, In fact, Bitcoin-native Beyond te riction of e s, 5 mereive iz prw sy
Es=arablsirah<cs EE e =T e =T =
a patchwork with several notable

deficiencies: weanficipate fraditional financial institutions will <71
acquiring 108 businesses, The trend we're seeing is institutions announce Bitcoin support,
formindustry partnerships. and take equity positions. banking deficiencies:
integraticns connecting traditional and Bitcoin systems fo become the most valuable
partnerships and subsequent acquisition targets.

However.a el 1 «——= = counterparty risk, and

mprEmgEr ESacd o o Ticor i=s asSalso noeworthyls

focus s ta peitooin semimnology, enablingasset stability without reliance on

drghebiciclasi | 2 B2 imemwwpenwe A significant crash leading 1o widespread s e
——— T e e - il

SEEEMENCIDE

oo rcadenr

payments 1% by ocutlining belwe bediegd o na  Epoch srand
whare we expect them fo emerge. While there are many desirable characterisfics, our focus is fo
describe what specific features of Bitcoin businesses are affractive to us. Funen mitcoin business
models would possess the following:

+ Protocol Exposure, Bitcoin-native protocols are built to capture growing network effects.
Though Bitcoin's architecture is still nascent, we expect this to rapidly evolve in the near
to medium term, Founders who are able to anticipate this changes and model their
business around emerging protocols face risks, but if they find the right timing and align
with emerging protocols can achieve competifive advantages.

= Bitcoin Price Exposure. We seek businesses fhat grow their balance sheet and revenue
alongside Bitcoin price appreciation, While many capital allocators view this as risky, it
aligns with Epoch’s thesis. However, exposure fo Bitcoin's volatility demands
conservative cash balance forecasting and active managements

» Adoption Exposure We value exposure to broad marginal mefrics, including ownearship
mr i us@r expansion, transaction volume increasesiand lending. Lending is a great
example as it provides bifcoin price exposure alongside exposure fo bilcoin as a collateral
asset. Generally speaking, we prioritize incréasingy eswa TS cowarc e

=inurcs: hipss finsew odgannmightscomanalyss-cantor-Mecsrnid- o unch bitcomn-srding’
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demonstrate this tfrend. which we expect to , expand across

| == -itcain
s rayEa i~ fprotocols as adopfion growsmm=ilSs
Tracditiceray=al - |

managed services mode| §&rimwbased nature. Providers can
choose to migrate from a standard SaaS Bicoin pricing

» mMmodel towvwards a eWe'reidealists, seeking alignment between
problemisohving and ideclogy. However, though Bitcoin culture draws ideciogical
founders, and we share those convichons, businesses must address concrete consumers
needs=l he ideal i a combination of passionate conviction with practical problem-solving.

These fundamentals guide our evaluation of attractive business models, and the frends we
expect 1o emerge:

Middleware: Deeveloper Tooling and Infrastructure

Bitcoin protocols are in their infancy, which creates market opportunity for middleware
=gdressing developer pain points in application development, By reducing friction in Bitcorris:
native application development, middieware will catalyze kxswssbut suspect Bihe standard o become
a2 hvbhrid appraoach

» batwean softwara and monafization. An open cone model with paid features. Bk w a i I
rracerryrassratoeary™m. it
caarmirmauariiys

s =mc=—smalirnmhcsag. =saraacd g al=]

out. The models we epect —— ———= _—— - —
are subscription

. fransaction fee. usage e —=> = —a =——= =——= «— 4 The
= ricirncg @ndauppot services Bilcon as a Feature Tedis fus resios 2 nossgy
adding support for Bitcoin, driven by favorable
EEETES

rafte Dieneszes and Bitcomafesture firmsmemat

complementary adoptone—=F s = rarnea l =
. We anticipate ™ Centralized services provide a superior UX, Custody
FmEEnE TN ST e ounter party risk.

i Wea put decentralized in quodes as it i a msunderstood term. Cur view s that amy degree of distributed control cver
a system falls somewhere on the spectrum of decentralization, However, many defing this term as meaning
permessionfess architectura, We vow only brfcoin as permissionless and other decentralred protocols thaf cen be
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A1 Transher and Sefement = ke wh he Sicon st For el e g i et infcthe
its native transfer and settlemeaent network _
E=itc=c>i1r == ey & P o Ty —

i | Esae—arablbl=s= ««——=w a2l —d adcdd it
s saryzwsothysesr ccocleesariracecs
native digital service (g

il Tigrerrmrredit sy g

11O Source: —rtemmmmellonsl = arye= k1=
doreften require local partnerships and regulatory compliance As such, thase geographic
requirements create natural barriers to entry, smultaneously increasing epochveioactivit
_— s

mrimtarget financial services businesses that want to take proven business models from one
geographic market and execute them ancther. Mcollateralized bitcoin loans
i taing 1 5% st ipatiecon gart Tebmmchievable scale within these focused segments,

Futhermorsi mtecratiormn conmntimnues as mcoin-bicon
functionality _ = == native
b e

payment technology with bitcoin support

E= N = o I as a differenfiating feature. At scale, aisEmrm
smart contracts) enables novel solutions for risk management. As such, we expect native
insurance services and fechnologies to expand within the ecosystemn.

Custodial insurance has historically been a centralized point of risk for institutions, often with
drastic mispricange=New custodial arrangements reduce loss, theft, and —  Particularly, we
expect middleware ingraton-native Insurtech solutions can leverage blockchain
trangparency to disintermediate foday’s highly fractured setflement system.

growing
The Bitcoin ecosystem resembles a growing tree, tisssd i ressum n e dhon Comonte France schon sthiss report
e credit crash -similar to ———=«< > ——— —_— -

could emerges

if leveraged bitcoin corporate finance

BN mall Gt ———— e i W et BN R
crepie sthucheral
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= Protocol Infrastructure: e is the foundational layer, with nodes and middleware
facilitating network interaction. Companies operafing mining pools. node services, and
sequencers have achieved significant scaledesirable characteristics

s iry Bitcocoiry —  whewe s hamio emege Whisthee am nany desable charactrstcs
our peerto-peer markets, wallets, and asset issuance platforms. While these
applications are vital for direct user engagement, they face ongoing monetizafion and
regulatory challenges,

= Consumer and Insfitutional Financial Services: These drive adoption by simplifyose;
inferaction with the network, Consumer services improve growing natwork effects,
M haaoawuagaog i Bitcaccoim " = el e expect i 1y
reagfpoicdlsyr e=svracoall e

* in the near =eiwhoe: able to anticipate this change il nad ebures sord s pios
Face rislk=s. mmbutiftheyscurce hardware initiatives.

= The Bitcoin Economy: Beyond direct financial services, Bitcoin influences media and
corporate treasury strategies, which brings broader economic impact.

At a granular level. we expect some markets fo continue expanding:

= EpochaxCollateralized Bitcoin lending continues to expand, with the expectation of
significant market growth, particularly for convertible loans,

s Remittances Bitcoin profocols offer solutions fo traditional cross-border payment
inefficiencies, with potentially lower costs and faster transactions.

= Node Service ProviderssThese grow alongside Bitcain profocols. especially Lightning
Metwork, indicating maore demand for specialized service providers,

+ Bitcoin as a Feature: Traditional financial institutions are increasingly offering sitcoines
related services from custody, transfer and settlemant, cradit market participation, to

— = 5 w» b= 5 to fit=zgerald Bro -native
lending/tointegrate these services, particularly middleware dotbarring any significant
ot o f s o o of

which we mpect o dominateed siesbusiness model characterstics that are unigue to the Bitcoin ecosystem:

« Thy=at  :We seek businesses led by founders who anficipate and model their
businesses around Bitcoin-native profocols. Our goal is to have a first mover advantage
with scale and network effects.

= Bitcoin Price ExposurenWe value businesses that grow their balance sheet and revenue
8. Eficoin's price appreciation, while maintaining conservatfive cash management
during fundraising.

= Adoption Exposure: thogh Bcon cuties drws ceclogeaioundens, ind we share s comacions, bussesses mest address conorefe

consumers rsdncluding growth inownership, transachon velume, and sohang.
These medfundamentals s apect fo emerge: Middleware:
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Legacy Infrastructure Integration: @ nfrastructure Bopmmene g
wwwhnicachy careate=s Blrarie courionty o i

cldcdrea==irycy =Businesses should solve real consumer
problemstwhile aligning with Bitcoin's ideological foundations. It's not a deal breaker, but

we value Despe ol i rosf b azione nhe irlBess s combined with practical business acumen,

Lastly, we identify several business modets emerging in the near-term:

Middleware developer tooling and infrastructure: Middleware fools rdeveloper
friction in building ory Bearos boh Son adpion orowvénd profocel scasopmsy oo hee s, howenvier 2 deapsd o fmided profoest

growth. We expect semmmrmss - e o F w ®»
Applications; the
. - = s

—_— e W O e e foward Bifegiamimim

s=gustody,

= Financial Services in Novel Markets: ]
Centralized services provide a superior UX

B —

a  witegenmoreuntor e cluaic e Bmrs B m
We put decentralized in quotes as it & a misunderstood term, Our view is that any degres of dstnbuted confrol over

| 95 2 e 3 P T CHCORERC . Ty g e o

pamisnes kit Wepmmmmendbusinesses combining B S <> and ideclogical advantages
while addressing real-centralized UX Bapplications @Eaww

belomnging
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Bitcoin Protocols
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Introduction

LSS e s whiscetraong fher L and prowding drecf coshomer sppetWWe believe that 8 ssssmsssssm
across various financial service o res~widicd e r =
fmi o v e —_— e athroughput beyond
Bitcoin's base layer capabilifies.

This section examines the current protocol landscape and why it matters. At Epoch, we view
SEC protocols as the foundation of anemerging financial system, nere et b ey, sateeosy nossng
cdefensibility serm neutrality. Just like the internat and fraditional financial systems
evolved through layered protocols and applications, Bitcoin — the internet’s native money —
follows a similar path.

INTERMET LAYERS FINANCIAL SYSTEM LAYERS

f— 4lm o w | e 4]veamote prm

InlTaais cture

(BT TR TS

Lasan L

Whabegin by defining key concepts before providing a categerical overview of relevant
protocols, our analysis of architectural tfradeoffs, and their likely evolution,

Defining Functionality and Throughput

Satoshi's announcement of the Bifcoin whitepaper™ remsressewrollup ™ over the

network’s apparent scaling limitations — with programmable spending conditions
——mmmie—— through rrmEesnrynEs o

pivmrralsd mste vl ke ezl d i, oftern with fo-drastic

TISOrICE

As if to hand ammunition fo skeptics, Bitcoin's design intentionally limited payment functionality
to basic operafions, avoiding complex smart confracts. These were a concept infroduced by Nick
Szabo a decade earlier as software with &bty Gl foday's highly hisfses pa®™ growng

— - e—a————— N —

= “bhrancih  hipssibaconora'en'bilcoin-paper

H Cryptography Mailing List, Movermibar 2, 2008:

This ecogystemn can be categorized info several sectors:
countarparty risk. hiips i nakamoforstitute.orglibrang the ideaof-Procoleoniro
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Bitcoin's early competitors sought fo address perceived limitations in throughout, energy
efficiency, and transactional complexity. They infroduced faster block times, proof of stake
systems, and Turing-complete smart confracts, as seen in EthereurmsHowever, these so-simplfy
interaction with the natwork. Consumer services — T M W = I € e
user experience. while ssassssagmwng sinsesePanl snce

tonon: This layer osimeim E i Trva=air
swmmsnmanufacturing mining eqguipment, Block’s open
source hardware inifiatives, The Bitcoin Econormy s e S e st i
corporate treasury strategies. which brings

broader economic impact,

e penirse wand Some markets o confineea > o arncdim g
s Lending — Coeallataeralimzaed
Bicomendng—the e ra TiryLi1ess= +tT <<= expand
- s a e

the expectation of greptrerssawith Remittances z ER2 it cocair
protocols offer solutions fo traditional crosasrsesinetficiencies, sbinlike with potentiallysms

K S o e o e oo, 5 e o e e o s vl i o Trcira e iy o ey e merom
iyl e i <> e R imnistmc quire or partner with dcoinrnative
businesses imfegrate these services, particulariy
rmiicddliesswasSare  -barngany sgnificant

market downfurns. fatntdh swith potenthally == == == k<=  mmsw=that are
L s r sl gae s T = TFEs=— POt (1o
— P gt ok nsressadi By Furces, whe o v ke e

businesses arcund Bévonafive prodocols, st

A protocol need not be fully permissionless to drive value from decentralization. Mulfiple-node
validation provides fraud protection that single-node systems cannot matich. As validator
numbers increase, fraud risk decreases.

e cregtes fension: decentralization offers value, and Bitcoin’s premissionlessnass remains
paramount to adoption. The challenge lies in increasing functionality and throughput without
undermining its permissioniess properfiess

% Farmington. Allen. COnly the Strong Sunive bitps: e uncero.comdonly-the-strong-sunmee
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Technical vs. Economic Scaling

With these definifions established, we furn fo the ever-evolving Bifcoin scaling debate: How will
Bitcosn scale to serve more use cases for more people Lgay eeiuiue g
Often s

While uccessful companies Mmust compeate with
s e e e e o e s o Peatures Build for Problems, Align with ldeologythe Bitcoin =— :

Businesses should real comnsurmeaer
Problerms while aligmnimg with
Bitcoimn™ s ideological foundations
IT"=s mot a deal bObreaker. bObut
—-— a founders' passionmn for
[ gl i e R I e

combined with practical business acumen.
Lastly. we identify several business models

R W R s W = " o= = == 3
el aa—————— - - L ¥ y | —_—
Middieware developer tookng and nirastnuched””

Here Hal describes scaling Bitcoin economicallysd oday. Bitcoin’s economic scaling takes place
declinesvarious financial service providers. In contrast, fechnical scaling enhances Bitcoin's
functionality and throughput while preserving its permissionless security. The most important
property of a technical scaling protocol is unilateral exit. This refers o return to Bitcoin's main
chain without permission. This property effectively extends Bitcoin's permissionless qualities to
protocol interacting with it

The varicus scaling protocols exist on mspecirum from In short. Epoch targets
combinings itcoin's fechnologicalind oo e ity = =——= = —=a |

pimm mnthese profocol Konsgwiimes mdmgae T -——— —o= T

wwith

tacifionalFrancia systems,

Biicoin's base layer is known as a =F— ——7 —_— _—"
approximately every ten minutes. The blockchain is designed to achieve eventual global
consensus on the state of each Bitcoin protocols swibso®

Blockchain scaling faces complex tradeofts, While opfimizations in the Bitcoin core and
innovations like the SegWit dscount have achieved marginal improvements in transaction

" Sourca: htpes:Hicontalk orgdindex. phptopic=2500.msg342 1 18msg 34211
g e e e m m=——u W - = m = i

bitipssen bR Goin. ik -T:"‘_'f
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throughputs, each scaling approach requires careful considerations of their impacts on the
natwork.

One primary scaling proposal is increasing block size. However, this change would constitufe a
hard fork, requiring all network participants to upgrade their sottware. Larger blocks require
more resources to process, which can lead to some degree Estentralization, Similarly, reducing
block times could increase throughput but rsks centralization as node proximity fo hash
production becomes critical. High-speed blockchains demonstrate these centralization
pressures,

The main chain's primary economic purpose is final setflerment of funds. Risks of chain
regrganizafions mean users must wait for multiple biock confirmations — up fo an hour in some
-espacidy— before considering sstransaction settled, While this can be tolerated mslarge transfers
like buying property or overnight funds settlement between banksdl proves impractical for daily
commerce that expects instant confirmation.

Why the Main Chain is Important

Bitcoin's main chain provides foundational certainty for the entire ecosystem, Not only does &
NS == mat withskepficisrguarantees Bitcoin's monetary supply schedule. This
chain enables access to digital sound money that remains trustless, permissionless, censorships
resistant. It must be protected.

Bridges to Protocols

Brdging funds between Bitcoin’s main chain and alf-chain systems requires specific protocols
and/or operators, A bridge is mprotocol or operator that facilitates Bitcoin "fransfer ™ of Bitcoin
between the main chain and an offchain system. These bridges make varying tradeoffs in
custody, privacy. fimeliness, and security. Layer 2 bridges typically use multi-signature {multisig)
transactions, allowing participants to exit back to the main chain without third-party permission.
BitviM 1 1 £= This smemsparticipants. 113Biicomn, with fraud proofs creating
Hitps:bitconorglenbitcorpaper 11«3 Cryptography Mailing List, Novemnber 2, 2008 actions, This
enables bridging fo higher layers™ For less-sovereign systems, bridging requires permission for
enfry and exit.

Sidechains lock milcoin in a custodial multisig arrangement, issuing equivalent Esisyomésought

T asacdcdres=s prarceisraecd

limitationsn throughput, gnergy Bitcoin efficiencl. and tersschicnsl complaysiisimiom o roof of
- = — il =———=m B —-—

systems

B I o B | caoaormipelaete smart contracts
. @5 saan in Etheraum
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—_———a, e e calleac] o mb;
creating vulnerabilities where a small number
of nodes, developers, or companies could

unilateral

n - affect arewiri'zere properties. poisdieemimicon
. and its marketdominance speaks fo the success of this
strategy. melaniksiindmdtomafBitcoin Irytreascd s cc e
monetary immutability through decentralization. wwyeihs relsfion has proven fundaments:
o undemne Bicoln epmmn i aemEn D e fining Decentralization
Decentralizationmnimec— = F B 2 i T i —— r
. BNCompassing

tmonpmE e cg La |l = Tao r - -dirmensions. Broadly, we can
measure a protocol’s centralization by stakeholder

mtedi=tTrikecwvasticar rort ot e e g S et potentiak s
e dfen o c e ry» Tt raeali==a tic=r—
paermiissionless . We define permissionless as the
ability to participate in the network without
third mmedecenfralzation =
= v v s ko1 v x Fee mm — A e
. pErmission

less offercccaryc—rrsesst measurament:
either monkeel B W = B m

+ Fa

Bleon wivar sndtransact. o o ama. bdmmithe =t et level actors cninlig
telacommurscations fo censor nefwork behaviomy i e e resm level openness. Nayewisachieve -dremss
YWhile matop Bilcoin- main chain,

Lightning's instant Bitcoin settlement offers unique value to banks and other financia! inshitufions.
The network's unilateral exit ights make it parficularly suited for institutional setfiement needs.

However, retail users usually find Lightning technically cumbersome. Even among technical
Bitcoin users, few achieve soversign 11 ¢S mmginode v mympods sysems canot maich, As valdator
rimbars incraase, fraud rek decreasesmeml simpler user experience. Alternative systems like ARK and eCash
offer a range of custody tradeoffs while mantaining Lightning compatibility.

Ultimately, Lightning emerges as crihical infrastructure connecting institutions, businesses, and
custodial payment systems.
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Technical vs, Economic Scalng

With these definitions et =akali=F» e 4

- we turn to the ever evolving Bitcoin scaling
mw— ] e BT/ ——am W we——- ¢ How il

mesfundamental liquidity constraints persists: participants must lock bitcoin in transactional
channals.

Since payments flow between a network of nodes, when each node passes payment information
along, it could face potential regulatory risk — g moeseficent L. te fme spackar for Bivon ransactons iy fnale ud be

o paraBitcoin hacked hanks wil sabe these problems, They can work lke banks d beformmiemrmesyl—> =
gwimdecan 7 F 7~ Here Hal de=scrilbe=
=mc=as=alirmca itooirm  econonicaly Today.

Bitcoin's economic scaling

B —— T o —— | = «—— =—

various financial service providers. Bitcon ln contrast, tave iy
e rab ys=aryscce==  Biwnst more compelling for users, On the
protocol front. BOLT2 Offers would remove the fnchion of generating invoices prior 1o recaiving
payments by creating static addresses. More advanced cryptography may The pety ey e B
itcoin's permissionless qulfeigprotocol interacting with it.
The various scaling protocols exist «— r—= F=
spaectrum Fr«— r v

fully centralized bank to

parmissionless poresteasczesl =

eCash: Trading Custody for Speed

Chaumian eCash, invented in the 1980s, enables banks or mints to issue cryptographic notes
redeemable for underlying assefs Base Layer Bitcoin's base layer is known as a memmma
gpwmaee achieve remarkable scaling through eesrearytua s | global =
consenaLs on e state of eachunspent fransaction output |

u____ = | i — et —-
Fedimint. Both systems exchange eCash notes for payments over the Lightning network. Cashu
operates a single-mint solution in which one party holds all user funds, while mRfosEg=
117 across federation members.
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Lightning Network inferoperability leverages existing 1C 235 s, while strong privacy
guarantees offer eCash users a more “cash-dike” experience. The simplicity of implementation
mieans that eCash software is easier to deploy — and use — than Lightning or main chain wallets.

The primary tradeoff is custody. Mints may disappear with funds or inflate the supply of notes
undetected. However, both projects are exploring fechnical means to mitigate these risks, The
primary deterrent against misconduct is the speed at which a bank run against an eCash mint
can take place, Digital convertibility of notes served so bank customersitcoin prove fo
themselves that the bank held enough reserves to meet ifs obligations. Digital convertibility
enables instant. automated verification of mint reserves.

eCash achieves exponential scaling beyond that of Lightning's throughpuleas =
provide final sattlement =—— - o wm e ==
- it also

coguIaranteeaes

coreeBitocoin’s monetary supply schedule. Th
chan enabiesleveraging its network effecslfameresistanmn + - it must be protectad,
Bricdge=s to foooBridging funds between Bitcoin's main
ce=kFa=ir» =mra»yacd «e=FF

srrmpmEaE r e d S r o fpo>Eeer sateaeoasr =

- A bridge is= pme"transfer’ obionbewen the man than and ancffchan
=_— =T e r v 7 _ B B e

se bridgesmake ~ra=m o1 33

tradeoffs in

cusfody, privacy, fmelness, and securty. Layer 2 bridges typicallyuse m—w—» w_as | 1 &
sgnature imufisighrachmmares mreBitVM based bridges alloywas
Turing amp mpusoscrutings

Trust in eCash systemns could erode through either unethical operators stealing honest
tefamiteagt francil e Iy refciumcfions prove fo be foo complex over the long rume

Deploying a regulated eCash environment requires 11" For le=s ==
prEimeree il - eyt andad
= icddecxc— I »=aira= le—c— =<
itfcoin in a custodial multisig

arrangement, issuing equivalent amounts of the
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. iIssuing notes as

—lairms =

Exchanges functiom

as bridges mmmedlvmesssuthorities. 115”5 Faod proofs create an econarmic
ROl 2 ey e e e o e -2 muiltisig fransactions with each useinfol@epochve.io
104 unilaterally move funds, Operates can remove centralization risks by becoming 58
tedaration with certain threshold requirements that prevent cheating,

Statechains create novel scaling opportunities. particularly throuwgh Lightning channels or
Channel Factories. Such a construction would offer exponential scaling of main chain capacity.

How Statechains Succeed

Statechains establish blockchain et st e s et oo rencasaitiemant,
se channels operate through asof sgred fransacices that each party holds as emedvuonein i
irapresenting ownership) broadcast to the Bitcoin

Mmaetwork omnly
when the channel closess

The theoretical fransaction rate between the two parties

i=s huge. liMmited :only sesimpyoesdi@hile fwo meis
=T = kb= 11T == §F i s =3
channels with each msmsmdightning Network, a routed state channel system

. solved these limitations sthrough reeoeat e
state channels.

oo s oo it s el ==l hose same clever scripts also make Lightning a true “Layer
mppmimrhaiannmEsitherl = ra sy T rran e o i
Selftcuustaacdial v emmmmwiarger and more frequent blocks,

Why Hasn't Liquid Taken Off?

The Liguid Network launched in 2018 but has seen limited adoption. A semi-permissioned
blockchain with faster blocks doesn't offer a strong value proposition fo aftract developer
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interest. Successful scaling solutions have been aeither application-specific (best in class at one
thing) srmdriven by foken incentives, @ contrast, both Lightning and eCash have generated more
excitermnent without issuing a foken.

Important Players in Sidechains

Liquid, Rootstock, Stacks, Cores

Rollups: Posting Offchain State to Bitcoin

A rollup is anoffchain system that posts checkpoints of its internal state fo the Bitcoin main
chain, ™ rbesys be oyl weachieve sovereignighinm a8 == =——>

tyeally

acceghing kel omgnd piacy dagadiirf o r cana simipler user experience.
Alternative pelindsmasengmomnty . Ulimately, Lightningemengs s e riticaal

infrastructure connecting murmrcustodial payvment systems.
managed - | "7 o o
[ | -in and -out transactions,

The concept resembles a Lightning Network channel close, where many offchain transactions
post to the main chain once. In the case of Lightning. a channel close ends the relafionship
between the parties. In a roflup, theonchain Fearmcd aryeermtal
the liquidity constrants

e == i1 =1t == ik

v ryuuast -mmchannels. o
s each Mmode .Foas=se== paymentinformationns
+ Aalcorag . it could facepmsmym— P

with nodes -temesd money reemiters, Theprotocal's the pmmmmssfinal o &=y rmyerm
Jerary > emucontrasf, the Lightning Network, with know details s b, 31 ez ey
smmmmmades wanting to

participaten Lighnnghtiie obes st o e g e o be i d ishacisg howee broader s ierion
rmyaa e it moare-compelling

il L S ey e e — htipswaew Drfcomiayers o alossmyEroiun
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Important Players in Rollups™

oy & ™" ‘

help reduce the

w2 F o = r _ s Ry plociITENCYy
projects, Onetoken is Bitgo WHTC, or wrapped Bitcoin, which represents a claim on Bitcoin held
by a custodian. Authorized parficipants create tokens by depositing Bitcoin EF anne iy
srsifhammelsi nwented in the 1280 = | enablessssBitcoin
radesmabls.

brdmaee= & any fime. e et - e - == system m
simplifies management compared to maintasning full nodes, sitfing alongside other ERC-20
tokens mman Ethereum full node.

Ultimately, the fate of WBTC depends on future adoption of Bitcoin anddecentralized finance. As
more Lo sexnative smart contract systemsgrows, WBTC cwistoacdyy across
federation members. prefer Bitcoin W = O e g

Does WBTC Make Ethereum a Scaling Layer for Bitcoin?

WHTC extends Bifcoin's usefulness sefthereum, expanding its reach. However, eCash
usersimewlike” experience. The simplicity of implementation
nenbf g phem e ts@nd use than Lightning or mam chan valeiT he primary tradeoff is custody
Eymmrmisvgrmndetected. Howeaver, both projects are exploring fechnical means would nigs
collateral.

Ark: Layer 2 Payments via Shared UTXOs

The Ark protocol shares UTXOs betwesn hundreds or thousands of participants, Each user holds
virtual UTXOs (= t+ dmimivassdamcan take placea C o> icegita=al <
onvertibility of notesmians o r o~ T <>

TR 1 0 P Y L TGO Y, e O

eserves. eCash achevescurrent swes miconsensus rules, a covenant opcode would improve its
efficiency and security. Covenants ensure each usen=claim on s=sishared UTXO. Without them
pre-Characteristics of Success for eCash Systems
ERITLLTIRIR

=lavaraging its = =— T o a—— r— b= P —— T il i —— ey o
Srmall =
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How Ark Succeeds
As a true Layer 2, Ark has a theoretical tailwind for adopfion.

Important Players in Ark

FENIE LEE e

S LI C e — =

mmmBitcoin profocol exists as volunfaycttearrm success
Iorimgos —archsetof waletswithees ucoacess_ &
T+ b= r b= tothe Lightning Network interoperability,

Hwlghdmrsuffer from regulatory threats sy
own currency. > >k aile F dmmay protectmrma

individual cperatos s Till risk regulatory -sSsc=roatiryn-

Trust in eCash systems could -erode through either unathical =the
advantages of having a covenant opcode. The new CatVM protocol builds on theSatoshi-or
federated systerms -rvyicog byt momwkeingds
scripting system.

Bifcoin self-custody could improve through veult construction, giving users a timeout fo redirect
funds 1o a backup location, The OP_VAULT proposal buiids 1130P_CTV.

Covenant proposaks require a soft fork, subject to Bitcoin fork game theory. Proponents ot fymrds
Fadi, Cashu Protocol w7 =< > ownership by transmitting
private key cssfication, participates in a lWmnéna, preventing their

= kE=ilit~~ T <= aizedconcensabout Bitcoin's lack of leadership in
pushing through soft forksnesdsnonee ey esponded that the lack of progressstems from
proposals failing to excite Core confributors. Prudence demands careful, consensus-driven
changes to Bitcoin's rules, Covenant proponents must demanstrate order-tsiimagnitude
advancements that excite developers, entrepranaurs, and users,

Tradeoffs All the Way Down

Why does all of this matter? Scaling protocols reveal fundamental fradecifs between two
extremes: economic and technical scaling,

infoEepochye.io M0 Mepoch
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Technical Scaling

At one extreme, Bitcoin scales through technical innovation to meet humanity's monetary needs.
Permissionless protocols target distinet functions while keeping parficipation economically viable
for all users, This is a utopian vision that we seek but recognize as unfikely.

Economic Scaling

At the other end, Bitcoin ossifies, mersmwerthrough larger and more frequent blocks
born. Imagine a world in which users dolladcostiaverage info Bitcoin via Ark, join federated
custodial zolutions, anduse 1O E their § o T e r e = 1
mmmrapplication mtEcsmhe Lightning Network, with driven by o
c—caraytbtresa=+ bhighmaidshhepridmexcitarmeant fhosnminim
e ke

value settlement on Bitcoin grows, its potential as a unit of account growssbnlike offchain
rzmmeEshan Bitcoin banking system uses cryplography to shift agency from instifutions toward
individuals, Some thirdifsssmits full history = i r v i | = r—
T ==tTaatTearchays=sair»=_

ek ach operationchanges scope. A competifive market with numerous actors could
provide systemic resiliance, withstanding individual node censorship,

Fpoch's View
As with many things, we expect the system to exist somewhere in the maddle.

Trustless protocols will always be less practical, a Lightning Metwork channel close
- where many offchain tranmnsactions
post to the main chain once. =and financial systems:

IMTERMET LAYERS FINANCIAL SYSTEM LAYERS

Al w4 e e b

Irlymaieicture
Lipm

iihi e sl Faie
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The bitcoin ecosystem systemn will continue to exist asr == s =T e r v -
o e R R

THE BITCOIN ECOSYSTEM

exist: aims fo provide a fixed supply sound money for human civilization, repairingthe = 1)
ey g ooen nquEinganciheficyrmer s =S iry = i r
thecgortiiashuman, institution, or machine — to parhcipate in a global monetary network without
permission, Many of the systems outhined make trust and custody tradeoffs, often removing
transactions from tha blockchain, The critical question is whether Bitcoin can achieva its full
potential through such functional compromises,

If Bitcoin remains permissionless at the base layer and true Layer 2 systems, the risk of fractional
raserve inflation drops significantly. Users can enablesismricine potentilm= e ama limicy
==t F involves smudenoky whereaa third

S S

Li=ser Eemoncheckponis its state to msecond leernolup.” B —— o€
More detail on rollups can be found on bitcoinlayers.org: ness, predobwplorad various scaling
I S security. privacy, and efficiency =21 — Bsquared Network, Rollux

The ERC immmmwbedrock of cerfainty and security. ensuring the infegnty of the
mionetary supply and transaction WHBTC, or wraoped Bitcoin, which represents a claim on Bicoin heldb s
a custodian. Atord it ek bee b e i teo i My

. cdestrowvimog during wwithhacdr s asal
Hmamypilnerhoawmaintain — S = _ = H W

Fes e r ~e= WBTC provides mliguidity to
&1 S Al ar-in on teeniraim echergedy mBlitcoin's decentralized integrity.

Who 's iesimfuture mess e -
FTeolcery= i B U rediee 20 depends onfuture adoption of Bitcoin
reindirea network of service providers using Bitcoin's security,
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At Epoch, we envision a Bifcoin ecosystem where users choose their level of trust and
parficipation without compromising the network's resilience or decentralizafion. The key fo
suCCess requires continuous alignment with foundational principles: financial sovereignty.
security, and innovating without sacrificing infegrity.

The challenge isscaling Bilcoineconomic saes T i ity  -loomms
= W= =1 = W o - -Bitcoin.
Onky when WHTC serves
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Bitcoin Regulation
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Introduction — Mr. Gensler. Tear Down That Wall!

"First they ignore you, then they laugh at you. then they fight vou. then you win,” - wrfual LTXOs

L &

VTidopic of regulation has required a trigger waming for founders in the Bifcoin ecosystem for
as long as they have existed. There was no shorfage of attacks on Bitcoin from lawmakers and
regulators in 2024, but several emerging frends over the course of the year suggest that the
headwinds may finally be dying down.

We ses three main frends emarge:

L. Return of The King Rule of Law: U5 Federal Judges, State Attormey Generals, and
politicians are challenging regulatory overreach from authorities.

2. ernswure each userclaim on shared UTXO. Without
therm e re  plivmmasie iy et armysircolluding parties
121 merypto political bloc. and putting an end to an administration that seemed o

actively work against Bitcoin and cryptocurrency adoption.

J. Newfish) World Order: Clearer international framewarks led by the Markets in Hobi e
A & e Layer 2 Ark has a theoreical falwind i adoptiorimiportant Players in Ark -polar world order is
creating a global environment ever more predictable and receptive to Bitcoin adoptions
We are dubbing this the "Newl(ish) World Order.”

For the first time in the history of the industry, there are helpful precedents, eager allies, and
robust pofitical infrastructure in place that can help facilitate productive conversations on how we
regulate the future of money. Yet the industry faces a new challenge: as Bitcoin gains
momentum, and atiracts pofitical allies, proposed regulations could contain frojan horses (bath
accidental and mabcious) that it ifs potential.

Return ot The king Rule of Law

a paulgrewal.eth (]

o |f the most lasting contribution from crypto in 2024 is the reminder that US

law comes from Congress, not agencies, as enforced by courts—I'm good
with that

Barack Obama famously once said, "The rule of law 15 not a rule of lawyers; it 15 a rule of laws,”
Sadly, a rule of lawyers would have been preferable to the crypto regulatory environment since
at least 2020. SEC Chairman Gary Gensler {not a lawyer) has become emblematic of an
apparently sweeping strategy of weaponizing the administrative state (not laws) to advance the
political goals (also not laws) of unelected bureaucrats (sometimes lawyers...but not Gary). The
evidence of this strategy should be obvious to anyone with a J.D. (again..not Gary).
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A lot could be written about each of the 14 individual examples listed above — and how much
regulatory debt Bitcoin and the cryptocurrency ecosystem has accumulated in the last decade.

This report doesn't intend s timeout to redirect furmnds to a

S AL

« COP_C=TMN. Covenant proposals regquire =@
custody, and bankruptcy law, reached some meaningful resclution in 2024,

= Many of the legal outcomes represent years of collaborative efforts amongst many
industry participants including companies, frade organizations, think tanks, and crypfds
|law firms. msesignificant investment will yield increasing returns in the years ahead.
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» except for et bugs Recently, Core contributor James OBeimenearly every kind of policymaker
at both the federal and state level. This includes federal courts. regulatory agencies,
Congress, standard sefting bodies, and state courts.

+ ‘While engaging with regulators. oree=s o coaorsycdeacd nNEdingsie

Forcofpoca===zal= Ff=ailirxcs

to ecite Core contributors. Prudence dermands e, cosenssd risvem “in
2024, Coinbase pursued pro-active legal action against several regulatorssdefending
multiple cases simultanaousky.

s The legal advancements upickmmesult of concerted efforts from members across the
ez We also benefitted from a general backlash against Tachnical Scaling 2",
one extreme, Bitcoin scales et resemahumanity’s monetary

neads, Brmmgitre e e B w8 B ae———

= = p— 8 s =—3 - pertcpmon o ke
FTeoar aE=all Lasear=_ . and ememmiconamic Scaling
AT the ofthaer end.,.  Bitcoin os=sifies
— "
= admaseconomically down . A more transparent financial system

- == bom | Imagine a workds

ira ~~vw'haiickhy users dollar
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federatad redium i =2 >
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their privale cash balance for everyday fransactions. Node. searwvice  pmasdhrough e
follows=

m  Congress creates legislation.

2. The mecutive branch implements laws through == r—a «—d — mand
model.
3. As vive setiement on Blcangrows, is pienig ssunit ol sccont 8 - o v ==
Linlike

mi When new issues arise that fall cutside of the scope of the original law, the executive
branch {or regulatory agencies) must seekcthird party

ndenclisap peareatrely, High fransparency and frea maret el &Sty
ecentralization Sl c o= F— = _ N
T e LA FwW O "Eae—— = L1 —— actors could
provide systemic resilience sammncensorship.

wnkead oy o vt e e et n R Trustless profocols will alvays Il ——m ae——=

less practical o arrefiec e Francial weve Tw0ny i memacint erstire by e Orvew i e
oW ___ mmwd frerce geemeryptoinbodapachee. M

rulemaking in favor of enforcement acfions.

= Coinbasa, "Tha SEC Has Toid Us It Wants fo Sue Us Cwvor Lend, We Have No |dea Why.” Coinbase Blog, 7 Sept.
202, v rea uicg et = e o - weis-daragsinre mlmranivg- | Simesacsns— - nmime
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transactions from the blockachain.
The critical guestion is whether Bitcoin can achieve its full
potential through such functional compromises, s siearnle e badog

gl — I — T ol M — iraFl=ssaTtTicr—
cd rceasps>=

mr=mignificantly L B =—am = g ==

can Mmake -imndividual tradeoffs whoomn
mmupgerac> =irmnmncgle o FF dfadedominates
gconomic acvify— reveal & wvibranmnt ecosvyvsterm s
tTrivimeg to  expandimmémg’  fndiments principles of decenraizaton and permssioniass

- e —_—— ——
e 2l red R T i [ — I —
==mc==alirx»=— msecurity. privacy. and

efficiency it rmrMeacd e > T F =
Escoathy esccecearyeoaryvalicesallys = rawcd
technically.

i e r vy il r= e

bedrock of certainty and security. ensuring the
the infegris 8 1 = diermometary supply armd
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enable —mmscaling while maintaining  Femmmhwes, o g b
aligmn perfectiy

pimide e degmand wrapped Bitcoin “Crmmsmesapproaches
highlight tensiorbetween the desire election significantly increase our odds of better regulation in 2025
and beyond.

The Bitcoin Caucus

“You will not find a solution fo political problems in eryptography.”
shatoshi Nakamoto, February 15, 2009

The 2024 US General Election fransformed Bitcoin regulation in many ways, thoughifs impact
compared to structural changes remains unclear. However, the nature of fribal polifics in the US,
with reactionary and lack of political nuance could limit thoughtful policy for bmbtsszssm

partigpstion witouimesmB it oin.

There are good reasons for o e wi fasdibos pmcpes francil sreeommindeveloping thoughtiul
regulatory frameworks, without enfering the political limelight (see, the history of high frequency
trading in the LS| SHowever, despite years of concerted efforts, that ophon was never fruly

= Cuigrilthed Sirarsgres. inuel | Hamry of Righ-BHicon Regulanon [ |
- = "Cirgt fhey ignore yol, then ey Bogh ar you, mhen they Sight you, then
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available to the cryptocurrency industry. There is a proud legacy of Bitcoin and crypto think-
tanks, frade organizations, and policy feams engaging in Washington since 2013, but 2024's
election saw unprecedented political activity,

The industry's political engagement delivered impressive results, Crypto PACs invested over $133
million winsgs 68 Senate and Congressional races, with B2% of supported candidates winning.
In edrpemrtiirn, e dee Ny P tocurrencys AL of the
candidates endorsed by Coinbase’s "Stand With Crypto” advocacy group win their races.

The most tangible victories were defeating Ohio Senator Sherrod Brown and Katie Porter in the
Californias=Senate Primaries, Senator Brown has long been one of the industry's most vocal
cpponents whilt e ~rear rry o> r <=  -predcibeand recapfive io Bicon adoption
We are dubbing this the "Newl(ish) World Order.”

The aw=m=mmorerirEmesnnesregqulate the future of money. skt
s Bitcoin gains momenturm “Congress. However, mainstream media
coverage suggests potential backiash against this new leve! of advocacy.

CNBC’s post-elaction headling — S aniof e would S besn pafestie i fe oypl sty ssvimeet sree- sl B Dw e
meEtico et ieskgrniet” Thoughwe may resentthetag ~— 0l — B —

[ That said, it's exciting if you're
a fan of the industry. To outsiders, those types of headlines may lead to a distorted view of policy
proposals down the road. This is an exampie:

of their Lend product.

Again, if you're an active parficipant in the Bitcoin ecosystem doiyou know that the Strategic
Bitcoin Resarve is more likely o bailout the US Government than it is to bailout any "Crypto
Whales.” But, fo the Bitcoin skeptics, this narrative may have much maore appeal.

On the ather hand, divisive anfi-crypto narratives are nothing new, and it won't matter amyway i
we truly "bought” the congress. So dotlét’s examine what we got for all those hard earned sats.
Figures 1 & 2 below show how the TI¥"Congress (post-election} stacks up against the pre-
election congrass, "Most pro-crypto congress ever” is a ralatively low bar, but we did make some
very maaningful gains in the senate,

Of the 8 net new “pro-crypto” Senators, the crypto industry directly supported 3 — certainly a
meaningful share, but the majonty of these candidates seem fo have come around fo a pro-
crypto position without any financial contribution. Additionally. 3 of the net new pro-crypto
industry participants including companies, trade crganizations, think fanks, and crypto
law firms.

= ivestrrinnhoeemm

T Author(s). {2024, Novemnber 23), | | m —— -crypto Congrass aver. CHEC.
ervrersy il of  mech brosboughl peesoigbeeesiigipteg- . |y e
info@epochye.io w2 T he
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months of work. -crypto” members of the house in the 119" congress remains a mystery
since &1 of the 63 newly elected representatives don't have any frack record to gauge their
support. Of the 63 seats that furmed over 1o newcomers, only 15 were “anti-crypto” in the
previous Congress.

Owerall, the average "Stand With Crypto” scores of both the House and Senate remain in the
slightly better than neutral range in Figure 2, So — it fee!s like we're on the right frack, there may
still be significant wark to do in congress to get meaningful legisiation passed this next term.

Source: rressag i | St o s
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Average Congressional "Stand with Crypta” Score
Pre ana Post-Elechon
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a supreme court precedent that grants executive agencies
substantial discration in crafting regulations. This will likely end a decades
long trend of (ogpesmd sdon ke aton o e sahd™ $14.7 billion of that total came
from nearly 11,000 independent political groups.™

B e =—= g = n == the agrdicant progress,
the White House remained as the undefeated
“final boss™ of crypifo regulation. 2025

Trump Shows He's Fully in Crypto Industry’s Pocket With New
Nominee
Conald Trump pust tapped David Sacks fora White Housa job.

?IJ:H.II'L'E 1 Frimeid hi b i L ¢ 1 o A R e el Tra g L y . o

_— e T e o e Ml e e
e g u__a ] == T 1§ ——— r— = _
While specfic outcomes like spot Bitcoin ETF approvals or FASE changes sdence s cd o paticaa

=ilips.fensew. o pansacrote orgfnewn QU L vafab 2028 smchion spendingrproiected- to- s sesxecutve -branch
threoaucy b formal regulation (with public @ s F— w_a 1+

hips:fwwen, biloomibem,can v graphic -.';'I:z'_-_l__l:_-_'.-lf'i T-ag sponding-dommtionshec
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that fall cutside of the scope of the original law.
the aexecutive -branch (or ' Kamala Harris received $13 million
from Chris Larsen (the Chairman of Ripple Labs) and $2.5 from Ben Horowitz {whose crypto

interests likely align closely to his albz partner).

What the New Republic (and many other commentators) want to imply is that Elon Musk's $243
million in donations to Trump affiliated PACs is the thing that put the President in the Crypto
Industry’s pocket. This is another narrative that has surface-evel appeal to readers who might
confuse “tech bros” with "crypio bros.” But..they're not the same,

It seems highly unlikely that the world's richest man is using his new-found (and very expensive)
political leverage to advocate for businesses he doesn’t own instead of.. you know...advocating
for the 3 highly reguiated companies that he does own.

The more interesting explanation for Trump's new-found support for our industry is that he's
using his exceptionally well-tuned populist antennae to pick up on the fact that Bitcain (and
erypto more broadly) is a political issue that has broad based, be-partisan support across the
entira country. It resonates maost strongly with his male voting base, has disproportionate support
amaongst the male minorities who increased their support for him this cycle, and it is an industry
that has faced years of (often unwarranted) political and legal oppression — of ooy s bechrolgy be Son,
Congress

The reason this explanation s more exciting from the standpoint of positive change, is that it is
also anti-, vwhile regulators byvpassed formal
rulemaking in favor of enforcement actions. 123t wouldn’t be much fo hang our collective
hats on. But President Trump seems 1o seek the support and adoration of his fans/constituency
https:/vwwew . coinbase.comdblog/tThe
—_—— wmE———a= -
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opportunity to weigh im on the merits.
In retraspect, it appears as though the Court’s decision to remand the SEC's Grayscale ETF

TR

purgatory of “regulation by enforcement

The Sisyphean efforts of industry players like Grayscale, Coinbase,
he Blockchain Association, Coin Center, Ripple and others will pay

dividends to the indusiry for years to come and should be celebrated imporfant achievements for

our industry in the United States.-While the precse legal structure of Grayscale's exchang

tracded procduct, or thhe correct legal
reatment dor XAP under sacurfies bw may nof divecty impact Bicow or compins it h s e developmeanits
p R WL g &

make it harder for regulators to devise naw strategies behind
closed doors that could ultimately limit Bitcoin's potential. Best of all, these changes are
P -many ways wshanded nominee than some of mavericks that Trump was
congsidering leading the Treasury department. It will be interesting fo see how he handles this
potential policy. Supporting Bitcoin as freedom money for individuals is a very different ballgame
than being the first treasury secretary to put it on the balance sheeat of the US Governmant.

The appoentments above are only the most relevant fo the future of Bitcoin regulation, but they
ara not the only strong advocates for Bitcoin and cryptocurrency in his administration. Elon
Musk. Vivek, RFK Jr. J.D. Vance, and many others in President Trump's inner circle have
expressad very encouraging support for Bitcain and the things that make it perfactly situated play
its rofe as a neutral global currency. If this team is effective at enacting meaningful change, and
our industry is effective in working with them to guide that change in the most productive
direction — == r—» «——4d > e—~ > r» < _

Yo wall not fird a :-m'uhﬂrl fo mhm:ﬂi problems in opelographny,”
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politics imn thhe LIS,
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« many industries to work with regulators
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= sommajority of the President’s regulatory team sees Bifcoin as freedom money and are
considering the possibility of putting Bitcoin in the United States Treasury

These are fruly unprecedented timas. Despite all of the poaitivity, there are still significant risks to
. = == -

despite years of concerfed efforts, mme ends from 2024 o ensure we keep

our eyes on the ball in the years ahead.

me Strategic Bitcoin Raserve: |t seems increasingly likely that the US Governmearnt will
officially begin "stacking sats™ at some point in the near future. In the avent this happens,
sevaral other countries are likely o follow suit shortly thereafter. It will be exciting. it may
also represent the biggest risk to Bitcoin achieving its full potential. Sovereign State
adoption could pose tha largest risk fo the neutrality of Bitcoin if sufficient regulatory and
technological profections are not in place fo guarantee the right of self-custody. States
will have increased incentives fo control the flow of Bitcoin in and out of their countries if
the value of their currencies are fied fo ifs value. Establishing the groundwork for a safe
transition to this next era of Bitcoin's growth should be squarely in our crosshairs in 2026,

2.. |'.h'_|--:-.-'_-|_'|.'_|"_'."|'.--'_ - = | [ e el ——

a financial institution trying to serve our industry. They have worked for years to receive
access to a Master Account at the Fed and were not forfunate encugh to ride the posifive
wave of judicial precedent in 2024, Their case is under appeal and will likely be decided
in 2025, If the appeal goes against Custodia, we should advocate for a more level playing
field for applicants as a part of any reform to the Fed/OCC/FDIC structure that may be
underway in the Trump Administration,

3. The End of OCP 2.0 (and Transparency on what happened): Conbase has led the
charge in Court getting information on the FDICs campaign to debank crypto companies.
This is one of the single biggest pain points for Bitcoin founders and we should not forget
it. If the Trump administration follows-through with the FDIC reforms they are
considering. we should waork to include provisions that make an OCP 3.0 an impossibility,
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settlement, clearing. and custody of all financial assets will occur in the next few years,
| s =" T
R L = 34 of the
—— =—a r nc_d il =—mF ===
= r s = r = = =~
Coinbase’s "Stand With Crypto” advocacy group win their races. The most fangible
P I ety e N ol B — O ——

w: Comprehensive Stablecoin Regulation: With Scott Bessent's focus on sfrengthening the
dollar, openness fo cryptocurrencies, and preference for a steady hand af the wheel, it
seems highly likely that some form of comprehensive stablecoin regulation will be passed
in 2025. Frankly, it's a |ittke surpnising that the US hasn't already done it given that
Stablecoin issues now hold nearly as much US Treasury bill as Foreign Banks. This
regulation i likely o add much needed standardization and fransparency to the
burgeoning stablecoin market, It is also a perfect vehicle fo deliver new mechanisms of
financial surveillance and control that may hamper Bitcoin's progress down the road. We
should pay close attention to any develapments on this front in 2025,
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The Newlish) World Order
"Bitcoin doasn't care about borders, but regulators do.” — Andreas M. Antonopoulos.

By a large margin, the United States is the largest market for Bitcoin and cryptocurrency activity
{see Figure 3 below), However, the infernational regulatory landscape will play a significant role

In supporting, or inhibiting, Bifcoin's rise to . . =
| F——a = —= m =5 =3 F—m
g —— [ e o W — B, W (aat —— % — W — N = T

the tag

oerta

The most significant implementation was the Markets in Crypto-Assets (MiCA) framework led by
European Union regulators, |t went into effect through two phases, in June and late December
2024, Authorities in the EU began developing MICA in 2020, reprasenting a paradigmatic
example of how sluggish regulatars in the US had been. In 2024, the EU also published a Travel
Rule guidance, culminating a multiyear effort o create a region with clear regulations in Bitcoin
and CryRIoCINTENCISs,

Onea goal of thase regulations is to incentivize innovation and investment by providing clanty 1o
founders and developers. The regulatory framework offers a stark contrast efeghe uncertain US

P Chainalysis. "Thea 2024 Geography of Crypio Report.” Chasnalysis, Ociober 2024,
..-I Tt AT T -|_|" -!-E:rjﬁﬂre%‘?- {j:_?ﬂ!‘:f _:.ll Y e v U ._--...-....
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landscape, signaling increasing acceptance and institutionalization of cryptocurrency technology
in Europe and globalhy.

Key provisions of MiCA include:

e Clear taxonomy: MiCA classifies digital assets with specific regulatory requirements:
» Asset-Reterences Tokens (Real-world assets, RWAs)
o E-Authorls). (2024, November 23).
VT

o oypbCongressever

-l . =< ——
types, MICA imposes disclosure, reporting, and marketing restrictions on issuars.

2, Licensefor Crypto- b= v =— ==
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» [ - |t rules for the crypto industry.
4, Stablecoin regulation:

= Reqguires licensing for stablecoin issuers.

= Mandates 100% reserve requirement (60% in EU insfifuions),

» Ensures redeemability for fiat currencies.

s Limits daily aggregate merchant transactions to €200M

Key Travel Rule Provisions:

m  Data Sharing:
= Reqguires financial insfituhions to transfer identifying information for money
transfers
s Global regulation by the Financial Action Task Force (FATF)
= EU implementation exceeds other jurisdictions’ requiraments
2. Transaction Information Requiremeants:
= Mandafory inclusion of:
=  Name
= Account ey
= 1l 4chain addresses
« W ———— 1
= No minimum transaction value threshold
3. o e o e e o iy
= P o ofher ooy achocares s e B move i et o ppope i
s apectations for our level of suppart in congress and to counter pofen
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e Report non-compfiance fo Antisdoney Laundering Authorities

g 126-814.7 hiltion of that total came
o from nearly 11,000 independent political groups.
» Additional verification for transactions over €1,000

Global impact:

MICA has tnggered regulatory efforts in over a dozen countries in 2024, including the UAE,
Saudi Arabia, Qatar, Hong Kong, Singapore, Japan, India. Thailand, Australia, Argentina. Brazil,
and Uruguay. This global momentum may pressure the LIS to pass similar legislation —
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m Daily $200 million Euro transaction limit: While Tether is predominantly used in
the US, in the European Unicn, stablecoins are gaining market share in payments.
This provision limits users’ abslity to fully use cryptocurrencies. More importantly,
for Tether it would be costly and aperationally intensive to implement effective
moniforng and enforcemeant mechanisma in [ing with this provision, Individual and

(i) T —
compliance into a Sisyphean effort,

2. mmidrimsnrirsissue cryvpto domor.
in EL institutions, likely friggering specific controls over the composition of reserve
assets. While reasonabile at face value, these restrictions impose significant costs
and operational burdens on stablecoin issuers. We wiew these as a form of capital
confrod,

3. Redeemability: MICA requires stablecoin issuers to allow users to redeam fheir
tokens for fiat, Tether currently supports redemptions of $100,000 or more,
confuse "tech bros™ with "crypto bros.” But..they're not the same,

s g iy P AT T AW

Feowuurmdad (amdad very expoaernsiswzwes)
political leverage to advocate for businesses he dossn’t own instead of.. you know...advocating

e T h e gty ruieiomnpanies hat he
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found support for our iNndustry is that he's
using his exceptionally well

et R

tuned populist antennae to pick up on the fact that Bitcoin (and
crypto more broadly] is a political issue that has broad based, bi- p—= ==
rtisamn support across thhe e
amongst the male minorities wha increased their support for him this cycle, and it is an industry
Thhat has faced vears of (oftermn um
warrantad) political and legal cppression
sormethhimag that he is siwmregulators
in their efforts fo create a new global financial system built on Bitcoin.

Return of The Rule of Law

* End of "Regulation by Enforcement:”™ Courts, rather than regulators, are increasingly
shaping crypto policy, reducing the ability of the SEC (and othar regulators) to avaoid
formal rutemaking by regulating through extortionary enforcement actions. Legal
precedents set by industry leaders like Grayscale, Coinbase, and Ripple strengthen the
industry's defenses against arbifrary regulation, paving the way for more transparent and
stable regulatory frameworks in the futura.
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» Regulatory Shift and Legal Victories: In 2024, major legal issues surrounding Bifcoin
and cryptocurrency—rfeel more confident that we will clear it. So far, Preskrmyavep—mems

|| W —— N
L e Guardian. (2024, Decembar 7).
Carpiiprang row ot 2 s iy e X0 secion

s The industry's fight against regulatory overreach
gained momentum, and ie kely fo be aided by the Loper decision overtuming Chevron
deference, reducing executive agencies’ ability fo craft expansive regulations without
congressional oversight. This shift aims fo restore the balance of power between
Caongress, the executive branch, and the courts, promating clearer and more
accountable lawmaking.

The Bitcoin Caucus

= Crypto’s Political Breakthrough: The 2024 election saw unprecedented political
engagerment from the crypto industry, with $133 million spent influencing key races,
leading to major wins such as the defeat of anti-crypto Senator Sherrod Brown and an
overall increase in pro-crypio lawmakers.

= Shifting Perceptions and Potential Backlash: While the crypto industry successfully
influenced elections, media narratives framing this as “tech bros buying Congress” may
creafe paolifical headwinds, despite bipartisan support and a relatively small share of total
campaign spending.

= Trump Administration’s Crypto-Friendly Future: With Trump’s return, key financial
appoinfments like Treasury Secretary Scoft Bessent signal a friendlier regulatary
environment, potenfiaily ending hostile policies like Operation Choke Point 2.0 and
paving the way for Bitcoin's deeper integration info the LS. financial system.

The Mewlish) Waorld Order

» Europe’s Crypto Regulatory Leap: The EU's Markets in Crypto-Assets (MiICA) framework,
implemented in 2024, establishes clear classifications, licensing requirements, and
o> =9 F a~S—e— _ § =—>
passing sansible crypto regulafion.

= Global Ripple Effects and U.S. Pressure: MICA's influence has sparked regulatory efforts
in over a dozen countries, further increasing the likelihood that the U.S. will follow suit
with similar legislation, such as FIT21, to remain competitive in the global financial
landscape.

= Stablecoin Challenges and Hidden Restrictions: Despite claims of fostering innovation.
MICA's strict siablecoin regulations—including transaction limits, reserve regquirements,
and redemption rules—have led to major delistings and raised concerns about potental
capital controls and markat disruption.

b Jancany 1 M0 fem




B Epoch

A

ch

end fo Operation Choke Point 2.0 (

150

e largely driven by FIDIC).
¥ 1o s st he

1= rod rn-c:-rE'-d te
B b s e of i Biivom Reserve, One of fhe reasons that Bessent was selected for 1

o

i = ]
ot e Pl

Mmoo re ‘I'r'.-—.'n-r:! |1'| —ral
an independent Bitcoin and freedom technologies research and advisory organization
- 1S T } r _'h D

1&lzi1s Jul:] fooin a
with a mission to help technologists build commercially viable companies to further freedom and

hiuman rights,
mhuthors:

htas Nakachi ¢

l'ILII Ian J:Eh rar k s ._..:..-:-.- --... ——

direction




anm B Epoch

Introduction
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2023 Bitcoin vs.

crypto iInvestment.

~Native Venture Capital Landscape™*

This section will cover the following:

« ‘Why Bitcoin Venture Capital, and how it compares to Crypto Venture Capital or buying
Bitcoen directhy

o An overview of the firms that focus on investing in Bitcoin companies, their focus stages
and porftolio sizes

» Activity insubcustody and fimancial innovation

r to participate imn the Bitcoin ecosystem
T
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the future of Bitcoin regulation in the US

and they may be harder to spot if the good times ——
gadibon Ml bmsmnispur eyes on the ball in the years ahead. Bitcoingimnk
Strategic BRBitaccaoinm Reserswes:
It seems increasingly likely that the US Government will

Market Capitalizations
Bitcoin vs, All Other Cryptocurrencies

+ Captplizsion

L
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What are Bitcoin Companies and Venture Firms
What constitutes a Bitcoin company, or a venture firm, may not be obvious,

Broadly speaking, the general definition is any Bitcoin company is one whose primary focus
increases the adoption or utility of Bitcoin, In addition to providing returns to investors, many
ventura firms see themselves as mission-aligned with Bitcoin — committed to increasing its utilify
and advancing freedom being not just an important side effect but critical fo motivating and
attracting the right founders.

= Source hitpsy oryplocan. o

infoi@epochye.io 153 | epochy
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i 20125, F e apoedl poes aganst Cistodia, weshoud ahocale by amoee il pvngeelE DIC. structure that may be
wndenyay 1 the Trump Adminsiraion-The End of OCP 2,0 (and Transparency on what happenedjseases, and assets
by leveraging nonsmonetary capabidlities or secondary layers secured by Bitcoin on the other.
Beyond this, the definiion becomes more controversial as some companies and firms exclusively
focus on Bitcoin the asset and some Bitcoin as more of a platform. For the purpose of this report,
both are included in the widest definifion, with differences between Asset and Platform provided
where we found meaningful deviations. However, dafa in this report is imited o companies that
primarily invest in Bifcoin companies — so data does not inciude other funds that may also
invest in Bitcoin companies if it is not a focus.

We interviewed a number of venture funds, and found the main difference lies in the use of
Bitcoin technology- I

stablecoins like USDT coming to Bitcoin and its layers. However, Bitcon layers built with a nafive
token, or with a focus on tokenizing other assets, was met with much higher skepticism, Despite
some perceptions, most firms are not enfirely opposed fo Bifcoin-based tokens, but some
indicated that companies issuing native fokens would be less likely to receive investment due fo
the addifional regulatory challenges and incentive misalignments — unless they could prove it
was absolutely necessary. Some firms are open to the potential future fokens but indicated that
the overwhelming majority of projects with tokens foday did not maet that bar. Others were
much more laissez-faire and open to fokens or other artifacts as long as they generally increased
Bifcoin awareness and usage.

Bitcoin vs Crypto Venture

Bitcoin and crypto companies differ fundamentally in their access to capital. While Bitcoin
companies operate mostly without tokens, crypto companies can raise capital through Initial
Coin Offerings (ICOs} and Token Generation Events (TGEs], similar fo public equity markets. This
distinction affects company operafions, and fimeline liguidity for venture imvestors.

Bifcoin is a decentralized project where coins must be mined. earned or boughf instead of
— = — R
Financial Timeas. (2024, June 17). Sommd:baumils

CTypio companies.

infoEepochye.io
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Bitcoin vs Crypto Markat Capi!alnzﬂnarﬂ and Venture Investments

[ —
industry combined. As of publication, Bitcoin commands $1.9 trillion in market value while all
12& crypto-assets account for $1.25 frillkon. Funding figures since 2019, show the fofal amount
of venture funding invested across crypto companies reaches a staggering $75.4 billicn, while
Bitcoin fops 3546.3 million. The final chart shows the disparity even clearer: despite Bitcoin
commanding 1.5 times the market capifalization of the crypto industry, it has only recenved 0.6%
of total venture investments. The ratio of market capitalization fo imvestmeant for Bitcoin s 4,150
tirmes compared to crypta’s 17 times. This data reveals a staggering misallocation of venture
capital and represents an important opportunity for firms focused on Bitcoin invesiments,

0 Cyplocurence

Bitcoin Venture Capital™

e et 17 e Gty 034 2034 repan, Galaxy report does nof include any Bitcoin venhare fams referenced in
this report
"7 141z sourced through SEC Foron O filings, firm websites, firm invastor presentations and interviews

* Bitcoin verdura fundraising numbers inclusve of 5PVs i’
Vit e 7 -
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Braaking out capital rased by year shows a similar story but shows a clear downtrend in crypto
ventura capital raised since peaking in 2022, and, conversely, a material increase in capital
available for Bitcoin companies since the prior peak of $118m in 2022 to $417.5m in 2024, in
large part driven by Fulgur Venture and others’' g e o g rap iy

and Syagnum. While the relative trends are clear, given that the y-axis for crypto is 100 times
larger than Bitcoin, these scales overstate how much capifal rebalancing is taking place baetween
Bitcoin and crypto.
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The chart above puts the scale of these trends in perspective. It compares the relative dollar
- o

, o i
wn Evrope and giokally




an B Epoch

relative market capitalizations of crypto and Bitcoin for each year over the past six years. Despite
Bilcoin's market capitalization dominance being befween 40% and 70% over the last 5 years,
Bitcoin's share of venture capital funding for each year was less than 196, That's until 2024, when
it spiked to 7.5%. This indicates that while there's growth in the amount invested in Bitcgin
companies, thera is still huge porential for further investment.

Another key development impacting overall capital allecation to this broad sector of Bitcoin and
crypto is the approval of the spot Bitcoin exchange-traded products in the US public markets in
January 2024, These new instruments aftracted infiows of $32.2 billion in 2024, which is near to
the $37.7 billion raised by crypto venture firms at the 2022 peak. We assume allocator flows that
would otherwise have gone into crypto venture capital instead of exposure in more tradifional
liguid vehicles.

The disparity also lies in the number of venture firms with Bifcoin or crypto mandates. In 2024,
there wera 15 active Bitcoinfocused venture firms in total, compared to 79 newly launched
crypto venture firms, The most Bitcoin venture firms created in a single year was three in 2021,
whereas 250 new crypto venture firms launched the following year, In 2024, at the single-fund
level, the largest crypto fund raised topped $850 million, It was led by Paradigm, with ten crypto
funds in total having raised over $100 million each. Meanwhile, the largest funds raised in Bitcoin
reached $125 million by Ten31 in 2022, and $70 million {committed of $100 million) by Ego
Death Capital in 2024/25.

Why Invest in Venture Instead of Bitcoin?

The most common question asked by prospective investors is: Why invest in a fund instead of
just buying Bitcoin?

Although the empirical data is not conclusive, since venture funds fypically follow a J-curve
where returns are harvested in later years and therefore most funds are too recent for the
performance data fo be meaningful. With that said, it is a common — s PN arm e
Account ebguestion, o we provided a summary of responses.

A commeon theme was that allocations to Bitcoin itself are not mutually exclusve with exposure o
Bitcoin venture funds or Bitcoin public equities. In fact, some firms recommend that investors
start with a core Bitcoin position first before considering venture capital as they want o ensure
alignment,

For those who are already Bitcoin investors, firms spoke to the upside potential of companies
bringing utility to Bitcoin in some cases akin fo leveraged positions in Bitcoin such that as Bitcain
succeeds, companies building around Bitcoin are best placed to reap the benefits. Some of these
—_— e e — e~ = _ | =
F————— > == r— T P ——
compliance to Anfi
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Custody Wwallet Tranmnsactions:
Collect and retain sender and recipient information
Additional verification for transactions over €1.000Global impact:
WICA fes rmersed aguistony offorts 1 over 3 dioen eoureies in D0, inciuing e (AE

e U et g et e b

and Uruguay. This global momentum may pressure the US to pass simil
= r lecc g i= 1| = Ti1<c>r—w epely
=SASlcaoarmag the limes «—F FI'TT =210
Polenial challnges:

The implementation has caused significant disruption, particularly for stablecoin issuers, Majar
crypto exchanges like Kraken, Coinbase, and Crypto
com have delisted non ccaoarmipeelisamt
stablecoins (notably Tether's USDT) from European platforms, signaling the r
e« g u_a ll = F § = m " =

signdicant market impact, Market analysts have long predicted Tether's demise, and with this
latest bout of regulatory clampdowwn.
commentzins e weng f a3 eadencs fhal e hoeng

tirme bomb™ will trigger an imminent markeat collapse.
two corporate finance underpinnings which can be classified as the following:

» |ndepandent of Bitcoin, all corporate valuations are based on multiples of different
financial metrics which in turn represent the present value of all the future value
aceruing to the business that someona is willing to pay for today. In this context. a
successful Bitcoin business embeds all the future value yet fo accrue to it that
someona will pay a multiple for. If that business is fied 1o the growing asset and based
on a sound monetary system that is Bitcoin, that multiple at any given time T will in
theory make the hifps:/fceom/ lacobeingedstats M 124 045444084476

statement (e.g. EBITDA). By building their balance sheet on a more solid monetary
base, Bitcoin companies will eventually be able to drive value through both their
ncoDRaily $200 million Euro transaction limit:
Whele Tethar is predominantly used m

the US, in the Eurcopean Union, stablecoins are gaining
oy s = r bt == a e

ir— F =™ 7T 1«<=<=0F % = _ S oy o e i 1k 0 e Mo
for Tether it would be costly and operationally intensive to implement effective
maonitarng and enforcemant mechanisms in bne with this provision, Individu
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compliance into a Sisyphean

effort. 2Reserve requirements

MICA reguiraes stablecoin issuers to hold S0%6 of reserves
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« redeemability option. Bl ! ty_Fund blends both investments in
publicly traded Bitcoin equifies, Bitcoin itsedf along with associated derivatives, with
direct investments in fypically later stage private companies.

IJJ‘I:I...: T



an B Epoch

= Fund of Funds Cantilever's first fund primarily invested in multiple Bitcoin venfure
funds, combining exposure across multiple different fund managers and porffolios,
with the intention of making 2-3 direct co-investments as well

=  Equity Crowdfunding rrss teesfindwn tidone, and many threats 1o be wary of, but it is likely
that 2025 will mark the first fime in history that founders will truly be able to work
wAsF T

» regulators =eeidkimnd Cow Labs incubate, fund and spin out standalone
Bitcoin product companies,

= Accelerators: \Woll, created by the founder of NYDIG and Stoneridge. and EifcoinFil
backed by Draper Associates, Boost and Thesis, provide structured programs for
g o>« o= - F s~ _ 1T «——

by Lo ek
» bzl nad ocryptocurrency
custocds,
5 S)VWY TIINPTUIm s i
edera! and e el an ignelng & st fowerds

proactive legal engagement. Curtailing Regulatory Overreach:

The industry's fight against regulatory overreach =
focused investors. Our intention is to provide an overview of Bitcoinsfocused firms for founders
and irvestors who are also focused on Bitcoin, but that does not mean other firms or funds
should not be considered.

Mot covered in this report are general crypio funds who also cccasionally invest in Bitcoin
companies such as Castle Island Ventures, Paradigm, HashKey and Greenfield.xyz, While these
firms may or may not be as mission aligned with Bitcoin founders and those listed above. that
does not mean they cannot add value to entrepreneurs and should also be considered in
fundraising activities.

Additionally, traditional software venture capital firms are also starting to invest in Bitcoin
companies and bring a wealth of experience, scale, and networks that may not be accessible to
Bitcoinomd e ryr F2tee lavwirraialkers._
Shifting Perceptions and Potenftial Backlash:
YWwhile the cryvpto industry successfully e
e M ITEE i ST Paign spending.
Trump Administration’s Crypto

Friendly Future:

With Trmp's refurm, ey fnancal-appointments B Treasury Secratary Scott Bessent signal a Inendier regulatony-sememmsisies
paving the way for Bitcoin's deeper integration into th
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Bitcoin Investments by Category
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Consumer, which includes rewards, social and crowdfunding, was the largest category by
numizer of invested in companes, with Financial Services, including collateralized lending.
insurance and banking. and nomekightning Layer 28 the two next largest. Mining services and
Trading follow, with Lightning companies perhaps surprisingly low as the &th largest category,
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However, breaking out each category by pure Bitcoin the asset companies versus general
platform investments shows all of Artifacts and significant portions of Other Layer 25 and Gaming
are driven by use cases other than directly supporting Bitcoin itself. Overall, 70% of the portfolio
companies invastad in by tha Bitcoin-focused firms build on Bitcoin as a moneatary asset or store
of value. We highlight this as there s disagreement over what constitutes a Bitcoin company. for
example with the Arfifact category being ordinals. inscriptions, runes efc.. and Layer 2s that claim
to be built on Bitcoin but have their own blockchain and token, some of these more Bifcoin
adjacent use cases are debafable,

W o o e o K =
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Analysing the 183 Bitcoin companies with public investments from the 15 Bitcoin- T A1 z
Bitcoimn Venture Investrmenrnt - 3

mBitcoin Portfolio Crossover Analysis
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raceived investment from firms on the fop
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L
receive investrent from any of the other 14 firms
The highest overlap befween venture firms is between Ego Death Capital and Timechain, who

invested in 7 out of 8 of the companies in Ego Death’s portfolio. In terms of unigue investments,
notable outliers here are UTXO with B3% unigue investments as thay have a broader mandate

|troducticon The Bicoin venfura investmand section covers 15 firms that focus on funding Bitcoin companies,
presenting an overview of the landscape, activity and

iNnvestmeaent trends. Our supporting data is
from primary and secondary research, as well as direct ancnymized inferviews with pariners from
muost of the largest Bicon

Distribution of Investment Uniqueness
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Even though Bitcoin's market capitalization is larger than that of the entirety of crypio combined,
wenfure investments and doilars mvested are comparafively a Bny frachion, & dhstrated BT rammed Venture Partners for 202.3:
M hhe= Ervyvaeercgirmcg EEitccair

ks s s o

Here you can see that the majority of firms have relatively low uniqueness, indicating that most
firms invest in the same companies. Only a couple of firms demonstrate significantly high
uniqueness, and those that do fend to have differentiated mandates, for example invesfing in
Artifact companies or nordightning “layer 257 that have their own token.

info@epochye.io rimmenoch
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To summarize, 67 out 183 portfolio companies, or 36.6%, have more than 1 investor from this
group. This general overlap of investing is to be expected with multiple firms all seeking to invest
in the best founders in a still limited number of Bitcoin companies. Since only a few firms lead
rounds. many of the smaller firms participate in those rounds, creating overlap between tham,

Venture Trends

This is actually a very inferesting fime fo be in Bitcoin venture capstal. From our numerous
htips:/itvp.fund/whitepapersbiicoinr- = = r—= & L B F— <« =
capital rm e = ae— s—m v «=—— F

L]
————E  F B
= Bilcoin is increasingly gaining mindshare amongst the allocators as differentiated
from crypto and this is manifesting itself currently in the spot markets and starting
s o b~ _ T —
As the market confinues o mature, evolving from “crypto” and “digital assets” 1o
looking fo hire investors with Bitcoin expertise as well, differentiating
BEitccoirm amcd € Crywpeateas
. many investors and capital allocators want exposure to
companies. Within a s2a of generalized crypho funds, several ventura fitms are filkng this vord, semssssts
TScoLarc—e=: C o ryw it C - sS >
where LPs are starting to ask about Bitcoin company exposure specifically.
= As previously mentfioned, there is fremendous under allocation to Bitcoin venture
capital as measured by the Bitcoin market capitalization to Bifcoin venture capital
raiged ratio of 4,150, This is in comparison to the equivalent ratio for crypto of
17X, This misallocation is starting fo correct as investors start understanding the
sheer difference in TAM of a fundamentally new monetary system versus what are
miostly interesting computer science experments,

]

= Bitcoin Treasury Plays

= The financialization of Bitcoin confinues unabated.

o With the success of MS5TR, more corporates, be they public or private companies,
are increasingly looking into how to generate enterprise value through the
https:/Yoryptocap.com/

= = “hacked private Bitcoin companies do currently implement a Bitcoin
- — e ——"
and scale of funding.
= We expect this frend to continue across the board and have been hearing of
potential de-SPAC transachions where a key pillar is a Bitcoin freasury play.
o At the fund level, we have seen 3 approaches to the Bitcoin standard:
= The venture fund can directly purchase Bitcoin on an opportunistic basis
» A hybrid fund can purchase Bitcoin as part of its liquid investment sleeve

]

Ao oy 2 00K b 1454




42anr

B Epoch

= An investment group, has a bguid fund in its overall complex, that invests
in fiquid assets like Biticoin and pubcos

+ Infusing Bitcoin

I

(o]

Another emerging theme is that of infusing Bitcoin into an operational, traditional
businesses that are revenue / EBITDA positive

|deally this is not just a pure balance sheet play and Bitcoin fundamentally
enhances the core revenue-generating end of the business as well

"Bitcoin private equity” is a ferm that a few investors have used to describe this
play of a control investmeant in a fraditional business and transforming it through
Bifcoin

imvest in Bricoin compames if it 15 not a focus.-Seee inne T eming nibnderpfem e fead
Feae oty

based fokens and Biicoin as the sole asset. In general, most firms support
stablacoing (ke USDT coming to Bitcoin and its layes. Howevar, Bitcah fayers buit with & native

tobe, o with & docus on dokeniong ohher assets. was el wih much higher sepiics. Deple

some perceptions, most firms are not entirely opposed to Bitcoin
Dased fokens, Dut some
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faire and cpen to tokens or other artifacts as long as they generally increased
Bitcoin awareness and usage.

Laynta Yenhue

Bitcoin and crypto companies differ fundamentally in their access to capdtal. While Bitcain

tomparies operate mostly without fokens, crypio companies can ragse c3pits throygh initial

Bitcoin L1 contracting primitives like Discreet Log Contracting primitives are picking

up traction to implement barrow/lending protocols, and financial instruments ks

covered calls directly on Bitcain L1

Coin Offerings (ICOs) and Token Generation Events (TGEs), similar to pub

lic eguity Mmarkets. This

BitWM iz enabling more trust-minimized bridging to tha Bitcoin L2s, reducing bridge

risk, which caused billions to be lost in the broader crypto acosystem last cycle
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retail investors, combined with misplaced hype. misleading narrafives a
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Disclaimer
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Breaking out capital raised by year shows a senilar sfory but shows a clear downfrend in crypio
wenture capital raised snce peaking in 2022, and, conversely, o material increase i capitabvalabis for Bion tompasees snce the ot pest of STfm i
O22 to BATFA.Srm im 202, im
large part driven by Fulgur Venture and others’
pursuant to exemptions from such registration and are subject fo significant resirictions.

The information in this document is believed by Epoch Management Company. LLC ("Epoch”) to
— = T = o BT m B _E T TE T m

. While the relative trends are clear, given that the yadis for crypto is 100 fimes

larger than Bitcoin, these scales overstate how much capital rebalancing is taking place between
E=2itcccoirn sarsywed corsrfpa>taeas o

The:chart abiove puis e cale o these ek n pevspect. | compes i el dofimmoctants of venhyre capsial avatlable fo crygro and Bieoin compandes, whils comparng the

[ e e ——

that any matter stated herain. or any opinion, projection, forecast or estimate set forth herein,

changes g B B B B B B B B B B B
information or make any representations nof contained herain.

Investment in the Bitcoin Venture Fund | (“the Fund”) involves significant risks of loss of
emnmsfilcon s markel caprsizahan gorrnance bang between 80% and T0% over the lest 5 yesrsomiemamiess fun i Tl ol M whee
it spiked fo 7.5%. This indicates that while thera's growth in the amount invested in Bitcom oo e ppesnidenes
s rrE i s offering materials and consult with the appropnate financial, tax or
legal adviser before investing in the Fund, The risks disclosed in this document do not include all
of the risks and other significant considerations of an investment in the Fund.

The information provided herein shall not form the primary basis of any invesiment decision,
Each investor should independently confirm such information and obtain any other information
deemed relevant fo an investment decision. A decision fo invest in the Fund should be made
after reviewing the Fund's offering materials, conducting such investigations as the investor
deems necessary and consulting the investor's own advisers, Investors should not treaf this
document as advice in relation to legal, taxation or investment matters. Additional information
may be available from Epoch upon request, This document is provided for informational

purposes only.
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