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Digital Asset Fund Market Neutral Fund
Unit Price $1.9686 (-3.48%) Unit Price $1.4041 (1.34%)

Since Inception 6 months 3 months 1 month
Digital Asset Fund 96.86% 25.60% (7.24%) (3.48%)
Market Neutral Fund 40.41% 1.65% (3.29%) 1.34%
Bitcoin 37.50% 40.99% (16.23%) (11.47%)
S&P Large Cap Crypto Index 28.45% 34.18% (12.04%) (13.28%)
Commentary & Performance
The crypto markets saw a weak month with Bitcoin Digital Asset Fund* & Industry Returns
down 11.47% and Ethereum down 11.05%. In (Indexed)
keeping with our priority for capital preservation and 2_48
our view that the market would be volatile, but range %j(z)o 1.9686
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The month started with strong US economic data, 8:%8
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robust US data, though seemingly like good news, DAF BTC S&P LargeCap Crypto Index

pushed back the expected timing of rate cuts in the
USA, which is bad for risk assets including crypto. This
was reflected in both market sentiment and prices.

Through the illiquid summer months, as predicted,
we are seeing the market range-bound with each
month of appreciation followed by a month of
decline, and Bitcoin remaining in the range of
USS$60k to USS70k. This trend has now persisted for
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4 months, and even with crypto specific tailwinds on moic

the horizon, we have not been able to shake this

range. The longer the price consolidation period, the 33% BETH

more positive we feel for the fourth quarter of this

year.

In summary, we expect the choppy market to 25% Other Large Caps

continue in the short term with the potential for
further downwards movements due to crypto
specific news, particularly the repayment of Mt Gox 22% B Stable/Neutral
creditors.

Nevertheless, our conviction leading into the final
quarter of the year remains strong, with lower prices
providing what we believe to be fantastic buying
opportunities.

Past performance is not indicative of future performance.
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Supply and demand dynamics

Supply side negativity in the short term

e  Bitcoin miners selling to cover costs post halving is
normal for the first few months after the event as
revenues have decreased significantly while costs have
not changed. This tends to dry up 3-6 months after the
halving.

e Mount Gox, a crypto exchange that was hacked in 2015,
will begin distributing recovered coins to those
affected. This amounts to some USS$9bn in value, and
some of those who receive the windfall gain will sell
their assets into the market. Given the hack occurred
approximately 10 years ago (2014), and the significant
appreciation in Bitcoin’s price since then, we expect a
large portion of creditors will liquidate their holdings
once received, resulting in downward price pressure.

e German Government has started liquidating seized
Bitcoin into the market and has approximately SUS 3bn
to sell.

While these numbers seem very large and will have a negative
impact on the market in the short term, this is in the context of
approximately SUS 40bn daily volume traded in the asset.

Demand side offsets a little further out

e  ETF Flows — following some of the largest inflow in ETF
history, the spot Bitcoin ETF flows have now stabilised.
We expect there to be a second round of inflows as
institutional investors get the asset class approved by
their investment committees and start putting money
to work. We are seeing institutional demand start to
ramp up again and expect this process to continue well
into next year.

e FTX creditors are to be paid out approximately
US$16.5bn in cash for the losses incurred when the
exchange collapsed in late 2022. The coins that were
held on the exchange have already been sold and the
losses will be returned in cash at a 118% recovery rate.
This may seem strange, but the assets that were held by
the exchange have appreciated in price a lot more than
18% between the time of the bankruptcy and the time
the coins were sold. The creditors in this situation are
people who were previously involved in the crypto
market, and as such, we expect a portion of them to
reinvest in the market. This injection of demand into the
market is not yet priced in.

Macroeconomic Tailwinds

e  Rates are expected to fall starting in September in the
US with other countries already pivoting.

e  The debt cycle is expected to inject significant liquidity
into the market as it does every 4 years.

e The USA election is nearing, and the incumbent
Government will be handing out incentives to entice
voters to vote for them. Crypto has now become an
election issue and Trump has become very vocal about
his support for the wider crypto community. The higher
the probability of Trump getting elected, the better for
crypto. He is even speaking at a Bitcoin conference in
August.
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e  With the news of Mt Gox and German Government
liquidations hitting the market, crypto has temporarily
decoupled from the Tech Rally but we expect a catch-
up trade once the backlog is cleared over the coming
weeks.

In summary, supply-side pressure is expected to keep a lid on the
market in the short-term, but once that has cleared, we believe
the buy side pressures will fast dominate as the FTX cash
recipients and ETF buyers chase limited supply. Coupled with a
favourable macroeconomic environment, and the increased
potential for a Trump win, we expect to see significant
appreciation in value for crypto in the fourth quarter. Our
recommendation is to make sure you are positioned by
September to capture this potential value appreciation.

As always, if you have any questions about our business offerings
or the wider cryptocurrency market, we would love the
opportunity to speak further.

Please do not hesitate to reach out with any questions or
concerns.
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Andrew Palmer
Email: andrew@mhcdigitalfinance.com
Tel: +61425229277
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Matt Milsom
Email: matt.milsom@mbhcdigitalgroup.com
Tel: +447905218126
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Disclaimer

This document has been prepared by MHC Digital Finance Pty Ltd (“MHC Digital Finance”). The information contained herein should be considered as preliminary
and indicative and does not purport to contain all the information that any recipient may desire. In all cases, recipients should conduct their own investigations and
analysis. No liability whatsoever is accepted and neither MHC Digital Finance nor any members of the MHC Digital Finance nor any of their respective directors,
partners, officers, affiliates, employees, contractors, representatives or other agents (“Agents”) is or will be making any warranty, representation or undertaking
(expressed or implied) concerning the accuracy or truthfulness of, any of the information, forecasts, projections or of any of the opinions contained in this document or
any other written or oral statement provided or for any errors, omissions or misstatements contained herein. Nothing contained in this document is, or should be relied
upon as (i) the giving of financial product or any other advice by MHC Digital Finance nor as constituting an offer or invitation to enter into any transaction or investment,
or (i) a promise or representation as to any matter whether as to the past or the future. No representation, warranty, undertaking or other assurance is hereby given
by MHC Digital Finance, any member of the MHC Digital Finance or any of their Agents that any of the forecasts or projections contained herein will be realised.

Recipients of this document in jurisdictions outside Australia should inform themselves about and observe any applicable legal requirements in their jurisdictions. In
particular, the distribution of this document may in certain jurisdictions be restricted by law. Accordingly, recipients represent that they are able to receive this document
without contravention of any applicable legal or regulatory restrictions in the jurisdiction in which they reside or conduct business.

No part of this document may be shown or distributed to third parties or reproduced, stored or transmitted in any form or by any means, elections, mechanical,
photocopying, recording or otherwise without the prior written permission of MHC Digital Finance.
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