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L etter from the Founder

We live in a remarkable time. | started working in bitcoin because the technology is a solution to
the most significant issues in the world and 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
precisely with my personal curiosities and values. The reality is that bitcoin is just technology, and
many have a similar intuition to me for completely different reasons.

| founded Epoch because | believe the success of Bitcoin as a neutral global monetary system
will be the most important innovation in our lifetimes. The emergence of a new monetary good
has not occurred in millennia, and money is the largest market in the world. The ecosystem
around this emerging monetary good requires capital. Capital is accumulated not by chance but
by the concerted efforts of all individuals involved. Epoch is a capital provider dedicated to
building the infrastructure, applications, and adjacent technologies at the advent of this system.

My team wrote this report o illuminate everything happening with bitcoin, educate as best we
can, and encourage readers to participate in the bitcoin ecosystem. Working in this industry is a
privilege. Influencing the ideas and beliefs at the vanguard of this emerging ecosystem is a
responsibility we do not take lightly.

This is the first annual bitcoin ecosystem report from Epoch, and we will do this every year until
distinguishing the bitcoin ecosystem from any other ecosystem becomes pointless. We were
pressed for tfime and spent many late nights producing this report. There are many things we
didn’t cover and many improvements we plan to make in our report next year. Please reach out
with any thoughts or feedback.

| want to thank my team for all of the hard work:

1 VJ Vesnaver, Operating Partner; @victoreejones

1 Adam Stryer, Analyst; @sultanofchart

1 Clark Moody, Venture Partner; @clarkmoody

1 Danny Knowles, Venture Partner; @_DannyKnowles

With that, enjoy.

Eric Yakes, Managing Partner

But little they know that it's so hard to find one rich man in ten with a satisfied mind

— Jonny Cash
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The State of Bitcoin Adoption
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Introduction

There’s so much more to Bitcoin adoption than just the number of Bitcoin owners.

To fully understand its current state, we examine adoption among individuals, businesses, and
nation states. The report analyzes price dynamics, volatility, onchain usage, and media coverage.

This section will analyze the following:
Market Performance

f Bitcoin’s price, volatility patterns, and correlations against other asset classes.
71 Bitcoin dominance or relative performance versus major cryptocurrencies.

Individual Adoption

f Bitcoin adoption among individuals:
1 Unique methodology for estimating U.S. and global ownership.
1 Detailed U.S. Bitcoin ownership demographics and the key factors deterring non-
owners.

Business Adoption

1 Overview of corporate Bitcoin adoption trends.
1 Deep dive into business adoption, and Microstrategy (MSTR): see our Bitcoin Corporate
Finance section.

Institutional and Government Adoption

1 Nation-state adoption trends.
1 Potential for governments to implement strategic bitcoin reserves.
1 Emergence of Bitcoin spot ETFs and a breakdown of their ownership.

Network Activity

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

{1 Bitcoin’s growth potential compared to other blockchains,

f  Adoption trends in non-native BTC (WBTC and cbBTC), and existing Bitcoin L2s.

Media Coverage

1 Coverage analysis across traditional media (NYT, CNBC, CNN).
f  Social media trends.

info@epochvc.io 7 | epochvc.io
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Price Analysis

For the past decade, Bitcoin has defined portfolios, and we expect that to continue.

As of this writing, the price of one bitcoin is roughly $96,000, representing a ~100% increase
over the past year, and ~110% over the past four years. It remains the best performer among
major asset classes over the past four years, both in absolute terms and on a risk-adjusted basis.

While bitcoin’s rolling returns showcase its historical volatility and propensity for boom-and-bust
cycles, a broader perspective reveals an undeniable fact: Bitcoin’s performance is unmatched —
despite interim periods of volatility.

On one fo 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 -83% over one year and -71% over two years.

However, Bitcoin consistently rebounded, erasing any unrealized losses. In 2023, its rolling one
and two-year returns outperformed crypto-peers, and despite the ongoing bull market in stocks,
Bitcoin continues to outperform.

Rolling 1-Year Returns Rolling 1-Year Returns
3 250
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Source: TradingView!

! Chart data: https://www.tradingview.com/

info@epochvc.io 8 | epochvc.io



mailto:info@epochvc.io
https://epochvc.io/
https://www.tradingview.com/

= Epoch

Zooming out with Bitcoin’s four-year halving schedule in mind, its performance overshadows all
other asset classes. In spite of its significant volatility, bitcoin’s four-year returns were over
+100% at every point as of January 2025.

Since 2017,2 Bitcoin has rewarded investors willing to hold through an epoch (four year
timespan), with a median return of ~1,200%, and an average of ~1,600%.

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

Rolling 4-Year Returns Rolling 4-Year Returns

Source: TradingView?

When using the Sharpe ratio to factor in volatility, Bitcoin continues to outshine other assets in
risk-adjusted returns over a four-year period.

The Sharpe ratio accounts for risk using the standard deviation of an asset’s excess return.

Although its four-year returns have dwindled from the explosive growth seen in its formative
years, volatility has also dropped. Bitcoin’s Sharpe ratio recently fell below that of the S&P 500
due to a rapid price rise exactly four years prior. The resilience of Bitcoin’s Sharpe ratio
throughout significant drawdowns have made it an ideal investment for long-term holders.

2 Figures referenced are since 1/1/2017. Including all 4-year timeframes since 2013 results in a median 4-year gain of
~1,700% and an average of 2,516,897%.
3 Chart data: https://www.tradingview.com/
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Risk-Adjusted Returns
4-year Period

Sharpe Ratio

e Hond Index - BND All Country Stock Index - ACW| — es==S5EP 500 Gold

Source: TradingView*

Even though the perception is that Bitcoin is a speculative and volatile asset, its realized volatility
matches that of mega-cap stocks and runs below that of TSLA and NVDA. Most S&P 500
investors are significantly exposed to these companies, undermining the notion that a Bitcoin
allocation is riskier. This misperception of Bitcoin’s volatility shows up in the options market for
BlackRock’s Bitcoin ETF, IBIT. IBIT’s current implied volatility is 61%, but its historical volatility
over the past year was 52%.° As the spot Bitcoin ETFs mature, we expect this mispricing (along
with broader misconceptions surrounding Bitcoin’s volatility) to correct.

4 Chart data: https://www.tradingview.com/
5 See volatility data here: https://marketchameleon.com/Overview/IBIT/IV/
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Historical Volatility
30-day annualized historical volatility, trailing 12-week average
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Correlations

Over the past decade, Bitcoin has been highly correlated with global equities.

Bond Index

All Country Stock Index

BND

ACWI

[Clelle] Nasdag 100

BTC Correlation -0.42 0.93 0.88 0.93

S&P 500
0.93

On shorter timeframes, Bitcoin’s correlations have oscillated significantly.

¢ Chart data: https://www.tradingview.com/
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Correlations with BTC

Daily price data, trailing I-month timeframe
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Bitcoin and equities are highly correlated with global liquidity which central banks have
structurally expanded since 2009. That said, additional fundamental adoption drivers discussed
throughout this section fuel Bitcoin’s superior returns against broader asset classes.

7 Chart data: https://www.tradingview.com/
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Correlations with BTC

Daily price data, trailing 6-month timeframe
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As Bitcoin matures, we hypothesize that its narrative will shift from a speculative asset that
benefits from expanding monetary policy, and geopolitical tensions, towards a safe-haven asset
like gold.

We identify several fundamental drivers to support this shift:

1. Declining Volatility: If volatility continues to decline, investors with shorter time horizons
will feel more comfortable allocating capital to Bitcoin.

2. Credit Market Maturity: Bitcoin’s credit markets 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 anticipate
materially smaller drawdowns in bitcoin’s price.

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

4. Evolving Investment Narratives: These three drivers combine to fundamentally tfransform
Bitcoin’s narrative to become a valid part of an investment portfolio. We believe that
bitcoin is experiencing its “gradually then suddenly” moment. This is when investor
knowledge quickly expands, and nation-state and institutional adoption provides the
social proof necessary for other investors to reevaluate their investment strategies. We
expect this shift to be from “speculative asset with no cash flow” to “the world’s scarcest

8 Chart data: https://www.tradingview.com/
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asset with unique properties that can demonetize gold.” At Epoch, we believe bitcoin is
the substrate of the world’s first neutral monetary system but are happy with investors first
simply understanding that it is a better monetary asset than gold.

These four factors will lead Bitcoin’s correlation away from economically sensitive assets like
stocks towards “safer” assets like gold — a move that could happen faster than many are
anticipating. As the volatility of bitcoin continues to decline, we anticipate its safe haven status
will rise, and it's correlation with other asset classes will decline. As money managers begin to
see Bitcoin as a diversification tool, they may boost their Bitcoin allocations by an order of
magnitude.

Dominance
In spite of the emergence of new chains, money flows to Bitcoin, expanding its dominance.
At Epoch, our position on this remains unwavering.

Since Bitcoin’s emergence, many cryptocurrencies have risen and fallen, tying their brief
existence to unsustainable inflationary token economics, and creative marketing tactics. Much
like how the market can remain irrational longer than one can stay solvent, often these narratives
can persist for longer than expected.

Bitcoin’s “competitors” have learned two lessons: first, don’t compete with bitcoin as money
because you will lose. Second, allowing a network to process more transactions, or adding more
programmability requires network centralization. We anticipate that many projects (no matter
their degree of decentralization) will continue to realize that interacting with Bitcoin 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 utility into its orbit over the long term.

As the broader cryptocurrency ecosystem comes to terms with this reality, Bitcoin’s gravitational
pull will deepen, demand for alternative cryptocurrencies will fall, and Bitcoin dominance will
expand.
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Market Cap Dominance
(Displayed Coins Only)
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BTC’s steady expansion against the largest altcoins by market capitalization reflects the market’s
growing desire for one dominant chain. Bitcoin adoption is increasing but its value lags total
cryptocurrency due to thousands of new coins launching with immaterial markets.

There is a divergence between money flows and adoption metrics because many new
cryptocurrency investors chase narratives rather than taking a long term approach towards this
industry. Large institutions participate as Bitcoin market makers, adding more liquidity and
institutional capital to bitcoin.

In contrast, individuals are drawn to new coins that act like a lottery ficket.

Developers create thousands of new coins daily on Ethereum, Solana, and other chains, the
absolute majority with near-zero market caps and no utility. The price discovery mechanism for
these new coins is driven by liquidity pools. These create exponential price growth without
significant inflows, offering fertile ground for speculators to gamble on these markets, most of
whom will lose money over time. Data from pump.fun, a popular “memecoin” launch site,
indicates that 60% of traders lost money in 2024. Meanwhile, a meager 3% made more than
$1,000, and only 0.5% made more than $10,000.1°

9 Chart data: https://www.tradingview.com/
10 Source: https://x.com/crypto__kermit/status/1858852191638892664
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Newcomers in the cryptocurrency industry may chase new shiny objects disguised as altcoins,
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 whereby the universe of alternative
cryptocurrencies will become immaterial, and the only remaining chains will survive by adopting
Bitcoin’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 U.S. — 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 adoption
among many individuals.

Global bitcoin ownership has grown at a compound annual growth rate (CAGR) of approximately
36% since the first half of 2021. Crypto.com, a cryptocurrency exchange based in Singapore,
estimates that by December 2024 there were roughly 337 million bitcoin owners, and around
659 million cryptocurrency owners. However, these estimates do not account for a key group
that we call owners by association." Our analysis estimates the true figure to be between 25%
and 35% higher than Crypto.com’s, with 422 to 455 million total bitcoin owners and 824 to 890
million cryptocurrency owners as of December 2024.

Crypto.com and other industry estimates track onchain and exchange data to calculate
ownership estimates, but it ignores “owners by association.” This group consists of people whose
wealth is linked to bitcoin or cryptocurrency, but who do not own the assets directly. The most
common example of an owner by association is 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
esfimates.

We count spouses who do not control or operate their cryptocurrency accounts and wallets as
“owners by association,” and we include them in our estimates. Given our assumptions, owners
by association comprise a significant group of cryptocurrency owners that are not included in
common industry estimates.

Modeling for Owners by Association

Referencing survey data from the Nakamoto Project and incorporating our adjustments, we
estimate direct Bitcoin ownership in the U.S. as follows:

' Crypto.com estimates: hitps://crypto.com/research/crypto-market-sizing-report-h1-2024
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U.S. Population by Age Group
and Bitcoin Ownership
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Using this data and marriage statistics, we estimate bitcoin ownership in the U.S. and similarly for
the rest of the world.”

U.S. Bitcoin ownership

1 Direct ownership: 34.9 million Americans (10% of the total population) own bitcoin before
accounting for ownership by association.

1 Marriage factor: 65 to 90% of American couples assign one partner to manage
cryptocurrency accounts.

1 Total ownership including spouses: Between 45 million and 49 million Americans
(ranging between 13% to 15% of the total population).

2 The Nakamoto Project, https://www.thenakamotoproject.org/report
18 Statista, CDC.gov, Census.gov, ourworldindata.org
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U.S. Bitcoin Ownership

including Owners by Association vs. Industry Estimates
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Global ownership data including ownership by association
1 Non-U.S. bitcoin ownership: 376 to 406 million.

1 Global bitcoin ownership: 422 to 455 million bitcoin owners and 824 to 890 million
cryptocurrency owners (25% to 35% higher than Crypto.com’s estimates of 337 million
for bitcoin and 659 for crypto)

Global Bitcoin Ownership
including Owners by Association vs. Industry Estimates
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Our inclusion of owners by association suggests that Crypto.com’s and other industry figures
may underestimate total Bitcoin ownership.
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We hypothesize that the gap in ownership between Bitcoin and total cryptocurrency will narrow
as Bitcoin’s dominance expands.

Who owns Bitcoin in the U.S.?

In a mere 15 years, Bitcoin has fouched the minds of 90-95% of Americans.

Roughly one in every seven Americans owns Bitcoin directly and the figure could climb as high
as 65% when accounting for indirect ownership.” According to Gallup, 62% of Americans own
stocks. Most of those investors likely own index funds which include Bitcoin-holding companies
like Tesla. However, our focus is direct ownership, because it reflects a conscious decision to
support the Bitcoin ecosystem, risking hard-earned-money in favor of Bitcoin over other asset
classes.

Demographics

Bitcoin ownership in the U.S. is dominated by young men, although the distribution is wider than
expected when adding variables of gender, age and political preference. Men typically have a
higher risk tolerance than women and opt for more technical fields of study, both of which are
potential causes of greater Bitcoin adoption among men. However, the regulatory environment
and a drop in perceived volatility bodes well for increased adoption among women and other
risk-averse groups in the near future.

Young women may be on the precipice of a new wave of bitcoin adoption as the perceived risk
and complexity to owning Bitcoin declines, due in part to institutional participation. Roughly 13%
of women ages 26 to 45 claim to own Bitcoin, but direct ownership is lower as this figure
includes ownership by association. As bitcoin adoption spreads towards a scale of cultural
acceptance and institutional adoption, risk-averse demographics will flow info the market.
Recent participation from trusted names like Blackrock and Fidelity yields a sense of security to
hesitant Bitcoin adopters. In conjunction, Bitcoin’s volatility has subsided greatly in recent years
and this trend is likely to continue as institutional adoption increases. Trusted institutions’
adoption eases access to Bitcoin and shifts risk perception, paving a path towards new
ownership from Millennial and Gen-Z women and other risk-averse people.

For non-owners, the “trust” associated with financial institutions will initially lead many to the
ETFs and while we prefer self-custody, the ETFs promote Bitcoin awareness and understanding.
New participation in Bitcoin, regardless of the method of ownership, should lead to greater self-
custodial ownership over fime as Bitcoin strides towards common knowledge.

¥ The Nakamoto Project, https://www.thenakamotoproject.org/report
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Bitcoin Ownership By Gender & Age
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Bitcoin ownership across the political spectrum is roughly a uniform distribution, debunking the
narrative that Bitcoin and cryptocurrency more broadly is a conservative or libertarian
phenomenon. In the Nakamoto Project survey, respondents self-identified between “very liberal”
to “very conservative.” The results show that Bitcoin ownership is largely uncorrelated with
political leanings and interestingly, the “very liberal” group had the highest Bitcoin ownership at
21.9% of respondents.” The only relationship the study found was a modest correlation between
libertarians and Bitcoin ownership.

'S The Nakamoto Project, https://www.thenakamotoproject.org/report
6 The Nakamoto Project, https://www.thenakamotoproject.org/report
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Bitcoin Ownership By Political Orientation
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Cryptocurrency was a hot topic during the 2024 Presidential campaigns, which may have
generated a short-term uptick in ownership from conservative groups. Long-term, however,
Bitcoin is a non-partisan issue that can continue to grow across the political spectrum.

Holdouts to Bitcoin Ownership

Over 40% of people fear cryptocurrency’s “unstable value;” the next frontier in Bitcoin adoption
may revolve around money managers’ alleviating these concerns through support of the Bitcoin
ETFs. Money managers, along with institutions, control the perception of risk and with their
stamp of approval, their clients and the 40%+ of people that fear instability will gain comfort
investing in Bitcoin.

7 The Nakamoto Project, hitps://www.thenakamotoproject.org/report
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Biggest Concerns Regarding Cryptocurrency
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The launch of the ETFs creates a perfect storm for money managers’ support because they are
only incentivized to move client funds within their ecosystem — i.e. where they can collect fees
on AUM. Allocating to Bitcoin ETFs allows them to continue charging AUM fees while achieving
greater diversification with the best-performing asset on a risk-adjusted basis in recent history:
Bitcoin. This shift may be imminent; money managers will persuade their clients and global
sentiment around Bitcoin ownership risk will rapidly improve.

A crucial segment for adoption from a capital and reputational standpoint is people who use
money managers, 2/3 of whom are uncomfortable investing in cryptocurrency.” According to
the Thinking Ahead Institute, the top 500 asset managers reached $128trn at EQY 2023, of
which $78trn resided in the U.S. and these figures are likely 15%+ higher today due to the bull
market in equities. Financial institutions are beginning to support Bitcoin’s inclusion in portfolio
construction. Less than a 1% portfolio allocation to Bitcoin from asset managers would generate
over $1 trillion in inflows in the short-term, and passive flows from investing new deposits and
portfolio rebalancing. This shift could be imminent.

8 Security.org, https://www.security.org/digital-security/cryptocurrency-annual-consumer-report/
' Security.org, https://www.security.org/digital-security/cryptocurrency-annual-consumer-report/
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The second leading concern around cryptocurrency is a lack of banking and government
oversight, which reached an inflection point in 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 adoption faces headwinds from
bankruptcies and criminal activity including FTX, Voyager, Terra (LUNA), and many more. The
fear of anything related to cryptocurrency will persist in non-crypto owners for some time.

Yet, Bitcoin’s history has proven that hope often outweighs fear. Bullish price action draws
attention from non-participants and leads people to buy despite their concerns. Countless
factors influence individuals’ adoption of Bitcoin; this cycle may be most impacted by institutional
adoption and widespread acceptance of Bitcoin which is discussed in the following sections.

Business Adoption

Business adoption of Bitcoin is accelerating as Wall Street begins to understand the value
proposition of Bitcoin. Spot ETFs, liquidity, price action, and MicroStrategy (MSTR) have
dominated the headlines of mainstream financial media. In particular, 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 EQY 2024.%°

20 Bitcoin treasuries: https://bitcointreasuries.net/
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Public Company BTC Holdings
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Public company adoption may have reached an inflection point in late 2024. In just 2-3 months
between October 2024 and EOY 2024, total public company bitcoin holdings grew 62%.

21 Bitcoin freasuries: https://bitcointreasuries.net/
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Change in Bitcoin Holdings (October through EQY 2024)
Top 10 Public Company Bitcoin Holders
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Public companies held ~2.8% of total future bitcoin supply as of EOY 2024. MicroStrategy
overshadows all other public companies with ~2.1% of supply.

22 Bitcoin treasuries: https://bitcointreasuries.net/
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65 Ownership of Bitcoin
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Adoption has come primarily from TSLA, SQ, bitcoin miners, and cryptocurrency companies, but
change is materializing within larger companies. Recently, Microsoft (MSFT) shareholders voted
on a proposal titled “Assessment of Investing in Bitcoin,” which could have produced a BTC
allocation among MSFT’s ~$75bn in cash and equivalents.?* Shareholders rejected the proposal,
but it signals a drastic shift in sentiment and Amazon shareholders have followed with a proposal
for 5% of its ~$585bn in assets to be allocated to Bitcoin.?® Precedent is now established for
mega-cap company shareholders to propose Bitcoin allocations and institutional shareholders
may eventually concede with enough pressure.

The top ten public U.S. companies by market cap had over $817bn in cash and cash equivalents
earning little fo no returns in their recent quarter.?® Microsoft’s shareholder vote was the first and
if momentum continues, mega-cap companies may eventually allocate to Bitcoin. At current
levels, a 5% Bitcoin allocation from the ten largest U.S. companies’ cash reserves would
generate ~$40bn in inflows, representing nearly 2% of Bitcoin’s total future supply. A 15%

23 Bitcoin treasuries: https://bitcointreasuries.net/

24 Yahoo Finance, https://finance.yahoo.com/news/microsoft-shareholders-vote-against-bitcoin-172000696.html
2 TradingView News, https://www.iradingview.com/news/newsbtc:21799d371094b:0-bitcoin-bet-for-amazon-5-
stake-proposal-raises-eyebrows/

26 TradingView Data: https://www.tradingview.com/
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allocation would produce over $120bn in inflows, equivalent to the size of U.S. spot Bitcoin ETFs

(~$118bn AUM).
What if the Top 10 Companies by Market Cap
Swapped their Cash for Bitcoin?
Inflows to Bitcoin ($ Billions)
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Bitcoin allocations from the largest companies are unlikely in the near-term, but spot ETFs’
impact on Bitcoin’s acceptability potentially opens the door for increased company adoption.
Bitcoin spot ETFs lead financial institutions to take a more positive view of Bitcoin because of

their recent exposure to Bitcoin through ETF issuance or ETF holdings.

Bitcoin’s extensive liquidity and 24/7 seftlement qualifies it for businesses of any size. In 2024,
average daily trading volume was $38.7bn.?” Even on weekends, when volume and volatility
contracts, there is ample liquidity for large corporations to trade 24/7/365. According to Kaiko,

27 Coingecko, https://www.coingecko.com/en/coins/bitcoin/historical_data
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the dollar amount required to move Bitcoin’s price by 2% remained above $250m throughout
2024

Price and Volume
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Increased liquidity reduces volatility which should mitigate leading concerns around Bitcoin
adoption: volatility and risk. Bitcoin’s volatility has trended downward since its inception and
since 2022, its 30-day realized volatility is in-line with many mega cap stocks. Declining volatility
and strong liquidity increase the feasibility of bitcoin as a treasury asset. We expect both trends
to continue as bitcoin grows in size and expands its footprint with institutions who will take on a
more prominent role as market makers.

28 Kaiko, https://www.kaiko.com/
2% Coingecko historical Bitcoin data: https://www.coingecko.com/en/coins/bitcoin/historical_data
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Historical Volatility
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For a deep dive on MicroStrategy and Bitcoin Treasury allocations, see our Bitcoin Corporate
Finance section.

As a final point on business adoption, we view the emergence of leveraged bitcoin corporate
finance practices as a potential vector for concentrated risk in the industry in the near term. Prior
bitcoin cycles have always had a subsequent crash, and this is exacerbated by structural declines
in credit markets. In the Bitcoin Corporate Finance section of this report, we dive into the
leveraged practices of MSTR. As this model is replicated, it could result in a concentration of
credit risk that drives up price and results in a material crash as the market finds equilibrium.

30 Chart data: https://www.tradingview.com/
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Nation State Adoption

2024 will be remembered as a seminal year in nation state adoption of bitcoin. Multiple
presidential candidates, and the ultimate winner announced commitments to a strategic bitcoin
reserve. Bills have been proposed and the likelihood of its adoption is increasing. Further, states
such as Texas, Pennsylvania, and Wyoming are all proposing legislation for bitcoin reserve
adoption. We expect this trend to continue.

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, and even the
EU have staked claims and called for bitcoin reserves.® Bitcoin has now entered the maelstrom
of fiscal and monetary geopolitics.

From the viewpoint of a sovereign nation, bitcoin possesses several attractive characteristics:

24/7/365 real time settlement
Independent sovereign custody
Liquidity of capital markets

Certainty of scarcity

1 Efficiency of verification and portability

= =4 =4 =4

For these reasons we view bitcoin as a superior sovereign reserve asset to gold and expect it to
consume that market in the medium term. Today, gold’s primary advantage over bitcoin is the
depth of its capital markets. However, we expect this advantage to transition to bitcoin in the
coming decade because bitcoin is superior in nearly every other category.

Nation State Bitcoin Reserves Market Potential
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