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Market Conditions

Bitcoin Bear Markets: Peak to Trough Drawdowns
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Market Conditions
30-day Correlation Bitcoin vs. S&P500 and Nasdaq
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Market Conditions

Published on TradingView.com, Oct 14, 2022 00:10 UTC

Bitcoin Historical Volatility Index, 1W, BITMEX 22.87 -0.63 (-2.68%) usD
Vol: The data vendor doesn't provide volume data for this symbol. 200.00
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Market Conditions
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Interest over time

Bitcoin’s Google trends still outpace

Ethereum. Globally, trends are nearly
back to levels reached in the last bear
market
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Market Conditions

Equity Market Bottom (Major Bear Markets)

—— USA Core Inflation

1950

Source: Bridgewater Associates
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Market Conditions

2001
amazon.com.
~—

To our shareholders:

Ouch. It’s been a brutal year for many in the capital markets and certainly for Amazon.com shareholders.
As of this writing, our shares are down more than 80% from when I wrote you last year. Nevertheless, by
almost any measure, Amazon.com the company is in a stronger position now than at any time in its past.

We served 20 million customers in 2000, up from 14 million in 1999.
Sales grew to $2.76 billion in 2000 from $1.64 billion in 1999.
Pro forma operating loss shrank to 6% of sales in Q4 2000, from 26% of sales in Q4 1999.

Pro forma operating loss in the U.S. shrank to 2% of sales in Q4 2000, from 24% of sales in Q4
1999.

Average spend per customer in 2000 was $134, up 19%.
Gross profit grew to $656 million in 2000, from $291 million in 1999, up 125%.

Almost 36% of Q4 2000 U.S. customers purchased from one of our “‘non-BMV"’ stores such as
electronics, tools, and kitchen.

International sales grew to $381 million in 2000, from $168 million in 1999.

We helped our partner Toysrus.com sell more than $125 million of toys and video games in Q4 2000.

We ended 2000 with cash and marketable securities of $1.1 billion, up from $706 million at the end
of 1999, thanks to our early 2000 euroconvert financing.

And, most importantly, our heads-down focus on the customer was reflected in a score of 84 on the
American Customer Satisfaction Index. We are told this is the highest score ever recorded for a
service company in any industry.

So, if the company is better positioned today than it was a year ago, why is the stock price so much lower
than it was a year ago? As the famed investor Benjamin Graham said, *‘In the short term, the stock market is a
voting machine; in the long term, it's a weighing machine.”” Clearly there was a lot of voting going on in the
boom year of '99—and much less weighing. We're a company that wants to be weighed, and over time, we
will be—over the long term, all companies are. In the meantime, we have our heads down working to build a
heavier and heavier company.
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2022
Digital Assets

Despite short-term fluctuations, the silver lining is the fundamentals are
stronger than ever. Here are a few data points to consider why crypto will be
weighted over time, as Jeff Bezos rightfully said about Amazon in this letter in
2000:

Less than 5% of the Internet population has access to crypto: +200M
crypto users, akin to the Internet adoption in 1998. However, this user base
grows faster than any other technological adoption rate. There are 170M
Ethereum wallets — up 300% YoY

Stablecoins' supply up 388% YoY

DeFi's TVL skyrocketed to $250B.

The Great Resignation will benefit crypto. There's a labor tightness, and
talents increasingly leave tech giants and traditional finance to build and work
in crypto

65% of the active developers joined Web 3 in 2021 to improve the
infrastructure and launch financial and entertainment applications.

The level of understanding about crypto from government officials is at an
all-time high.
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Market Conditions

Less than 5% of the Internet
population own cryptoassets

Data sources: CCAF, Statista
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300 million
Crypto asset Users
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DIGITAL ASSETS
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Internet Users
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Market Conditions

MAINSTREAM
MARKET
EARLY MARKET
Tech enthusiasts Visionaries Pragmatics Conservatives Skeptics
Innovators 2.5% Early Adopters 13.5% Early Majority 34% Late Majority 34% Laggards 16%
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Market Conditions
2000 vs. 2022: Headlines
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Valuing Cryptoassets

Our paper shows:

1. Valuation has two approaches for asset classes, including crypto: a) Intrinsic
valuation or fundamentals — and b) relative valuation or pricing

2. Each approach has different drivers: a) fundamentals are driven by cash
flows, and b) price derives from market structure and investor sentiment.

3. Cryptoassets are not equally the same and cannot be valued with similar
methods.

21SHARES THE WORLD'S FIRST DIGITAL ASSET ETP ISSUER 15



Valuing Cryptoassets

Cryptoasset Governance Non-Fungible
Taxonomy Tokens Tokens(NFTs)
Sectors Decentralized Finance Metaverse

(e.g., MakerDAO) {e.g., BAYC)
Cryptoasset Proof-of-Work (PoW)
Taxonomy Cryptoassets
Stack Settlement - Layer 1 Scaling - Layer 2

(e.g., Bitcoin, Ethereum) (e.g., Optimism, StarkWare)

Utility
Tokens

Application

Identity Data
Layer (dApps)

(e.g. Ethereum Name Service) (e.g., Chainlink)

Proof-of-Stake (PoS)
Cryptoassets

Interoperability - Layer 0  App-Specific Blockchains

(e.g., Polkadot, Cosmos) (e.g., Celestia, Filecoin)

Infrastructure Layer (Blockchains)

Source: 21Shares
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Valuing Cryptoassets

21SHARES

Source: 21Shares

Consumable /

Capital Assets

Equities

Bonds

Income-Producing Real Estate

Physical Commodities
(e.g. grains or energy)
Precious Metals

(e.g. gold)

Currency

Fine Art

Consumable /

Capital Assets Transformable Assets

Transformable Assets Store of Value Assets

Store of Value Assets

"“Crypto-capital" "“Crypf ities"

PoS Cryptoassets
Governance Tokens
Utility Tokens

PoW Cryptoassets

NFTs (Collectibles)

“Cryp

and C
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Valuing Cryptoassets
Intrinsic vs. Relative Valuation

21SHARES

Infrastructure Layer

Application Layer

Source:
21Shares

Valuation
Approaches

Asset
Superclasses

Proof of Work
(e.g. Bitcoin)

Proof of Stake

(e.g. Ethereum, Solana)

Governance
Tokens

(e.g. Uniswap, Aave)

Utility Tokens
(e.g. Chainlink)

NFTs
(e.g. BAYC, CryptoPunks)

Capital Assets

"Crypto-capital"

Discounted
Cash Flow (DCF)

Valuation

Consumable/ ) Consumable/ Store of Value
Capital Assets
Transformables T f A
“Crypt “Crypto-capital” “Crypt iti “Cryp —
Collectibles"
+ NVT Ratio,

« Cost of «  Price-to-Utility

Production *  Market Cap /

(Mining) Thermocap +  Market Sizing

* Market Sizing

Price-to-Sales
Price-to-Earnings
Market Cap / TVL
Price-to-Utility
Market Sizing
* NVT Ratio

«  Market Cap / TVL
* Market Sizing

« Fine Art
Assessment
* Market Sizing
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Valuing Cryptoassets
Implied Price: Bitcoin vs. Ethereum

21SHARES

Asset: Bitcoin

Type: Proof-of-Work Cryptoasset Implied Bitcoin Price
Methodology Current price as of Juy 28, 2022: $23,850
$28,881 $115,524
v v
Market Sizing [EESR———————|
$20,346  $33,679
v v
NVT Ratio
$20,431  $26,991
v v
Market Cap to Thermocap Ratio | ]
$12,179 $20,298
v v
Cost of Production ]
$0 $25,000 $50,000 $75,000 $100,000 $125,000 $150,000

Bitcoin Price

Asset: Ethereum
Type: Proof-of-Stake Cryptoasset!

Implied Ethereum Price

Methodology Current price as of July 28, 2022: $1,720
$924 $4,075
v ' 4
DCF Valuation [N
$2,883 $16,476
4
P/E Multiple e ———

$0  $2,000 $4,000 $6,000 $8,000 $10,000 $12,000 $14,000 $16,000 $18,000 $20,000

Ethereum Price

Source: 21Shares
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Disclaimer

This document is not an offer to sell or a solicitation of an offer to buy or subscribe for securities of 21Shares AG. Neither this document nor anything contained herein shall form the basis of, or be relied
upon in connection with, any offer or commitment whatsoever in any jurisdiction.

This document and the information contained herein are not for distribution in any jurisdiction in which the distribution or release would be unlawful. This document does not constitute an offer of
securities for sale in or into the United Kingdom, the EEA, United States, Canada, Australia or Japan. The securities of 21Shares AG have not been and will not be registered under the United States
Securities Act of 1933, as amended (the “Securities Act”), and may not be offered or sold in the United States absent registration or an applicable exemption from, or in a transaction not subject to, the
registration requirements of the Securities Act. There will not be a public offering of securities in the United States.

Within the United Kingdom, this document is only being distributed to and is only directed at: (i) to investment professionals falling within Article 19(5) of the Financial Services and Markets Act 2000
(“FSMA”) (Financial Promotion) Order 2005 (the “Order”); or (ii) high net worth entities, and other persons to whom it may lawfully be communicated, falling within Article 49(2)(a) to (d) of the Order; or (iii)
any other persons to whom this document can be lawfully distributed in circumstances where section 21(1) of the FSMA does not apply.

Within the EEA, this communication is only addressed to and is only directed at qualified investors within the meaning of the Prospectus Regulation (EU) 2017/1129.

This document constitutes an advertisement within the meaning of the Swiss Financial Services Act (the “FinSA”) and not a prospectus.
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