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We’ve entered a new phase in the evolution of digital assets.

Another important tailwind is the current trend toward

Macro and technological trends are converging as powerful

digitization. We are entering a new phase of technological

tailwinds. Infrastructure and regulatory landscapes

progress, in which manual and analog processes are becoming

continue to mature. And a new wave of investors is

rapidly digitized. And COVID-19 has only accelerated this

entering this asset class for the first time. We expect these

trend. Microsoft’s CEO noted at the start of the pandemic

supportive factors to strengthen, making 2021 the most

that, “We’ve seen two years’ worth of digital transformation

exciting year for digital assets yet.

in two months.” 4 More and more companies are dedicating
significant resources to the space, and more and more

While the macro environment spells potential trouble

traditional players are changing their tune on digital assets

for traditional asset classes, digital assets—particularly

and their underlying blockchain technology. J.P. Morgan,

bitcoin—stand to gain from the uncertainty. In fact, they

famously skeptical of digital assets just three years ago, has

already have. Bitcoin is up 218% year-to-date on the heels of

officially deployed a blockchain-enabled payments system

the U.S. government’s record-breaking stimulus in

called JPM Coin. Moreover, its Global Markets Strategy

response to the COVID-19 pandemic. 1 As of September 30,

analysts now report a bullish outlook on bitcoin, indicating

the federal budget deficit stands at over $3.1 trillion with

that its value could triple, challenging gold. 5

an additional $1.8 - $2.2 trillion of stimulus on the table. 2
Bitcoin’s fixed supply and uncorrelated nature make it an

As financial services incumbents evolve slowly, the

attractive asset in this context. There will only ever be 21

technology companies that have quickly embraced

million bitcoin, and bitcoin’s long-term correlation to

digitization are significantly outperforming the old guard.

traditional assets is -0.2 to +0.2.

Payments giant PayPal recently announced that it will allow

3

its 346 million users to buy, sell, and hold cryptocurrency

Source: Bloomberg as of 12/18/20
Source: Congressional Budget Office (CBO), 2020 budget deficit
3
Source: Bloomberg, Galaxy Digital Research
4
Source: Microsoft quarterly earnings report statement, April 2020
5
Source: J.P. Morgan, Global Markets Strategy “Flows & Liquidity” report, November 2020
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in their accounts. PayPal’s stock is up 116% YTD, outpacing

may custody digital assets on behalf of their clients. Kraken,

traditional institutions who have been slower to embrace the

a San Francisco-based exchange, recently announced that

growth of digital payments and digital assets. Overall, 39% of

it received approval for a banking charter in Wyoming—the

companies have already incorporated blockchain into

first digital asset company to do so. Central Bank Digital

production according to a recent Deloitte study. 7 We expect

Currencies (CBDCs) have also been gaining traction in late-

to see this number grow as companies continue to look to

2020. China finished its pilot testing of its digital yuan,

blockchain as an enabling technology for the next wave of

worth over 1.1 billion yuan in transactions. Furthermore,

6

digitization.

the ECB has intensified its focus on a digital Euro, hinting
that a digital currency could launch in the next few years.

Increasing corporate adoption is in large part due to the

Technology companies are also advancing their efforts in

significant institutional infrastructure improvements we

digital assets. Facebook is bringing digital payments to its 2.5

have seen in recent years. This is not the digital assets world

billion users with stablecoins via its revamped Libra project,

of 2017. Blue chip names such as CME, Fidelity, and Bakkt

now called Diem. These regulatory developments have

(primarily owned by Intercontinental Exchange) are setting

strengthened digital assets as an investable asset class, and

new standards for the custody, trading, and settlement of

we expect positive developments to continue.

digital assets. They are collectively subject to regulatory
oversight from the SEC, CFTC, and FINRA. Additionally,

As the space matures and the tailwinds strengthen, major

they are audited by Big Four accounting firms, and have

investors are increasingly taking note. In May 2020, Paul

received SOC reports as a result of routine independent SOC

Tudor Jones compared the role of bitcoin in a portfolio today

exams. Galaxy Digital itself has played a role in crypto’s

to that of gold in the 1970s. He announced a 1 – 2% allocation

institutional infrastructure build. In partnership with

as his best bet against the “Great Monetary Inflation.” From

Bloomberg, we launched the Bloomberg Galaxy Crypto Index

August to October of 2020 alone, publicly listed companies

(ticker: BGCI) in 2018 and the Bloomberg Galaxy Bitcoin

MicroStrategy and Square announced nearly $500 million in

Index (ticker: BTC) in 2020 to improve data integrity and

aggregate bitcoin investments, both citing the uncertain

standardization among digital assets.

macro landscape as key drivers for their decision-making
respectively. Beyond bitcoin, so-called “altcoins” continue to

Advances in the regulatory framework and dialogue represent

increase in value. Ethereum’s price has tripled year-to-date,

yet another tailwind for digital asset adoption and growth. In

helped by the growth of the Decentralized Finance (DeFi)

mid-2015, the New York Department of Financial Services

space—financial smart contracts and applications built on

(NYDFS) started to grant cryptocurrency licenses and

top of the Ethereum protocol. DeFi has experienced

charters. Two years later, the US Commodity Futures

exponential growth this year with Total Value Locked (a key

Trading Commission (CFTC) approved platforms like the

metric in the DeFi space) growing from $676M to $13.9B as of

Chicago Mercantile Exchange (CME) and the CBOE Futures

this month.

Exchange (CFE) to trade bitcoin futures. In mid-2018, the
staff at the Securities and Exchange Commission (SEC)

We anticipate seeing more corporate treasuries to follow

clarified bitcoin’s status as a non-security, an important

MicroStrategy and Square’s lead as concern about the

assessment as debate around cryptocurrency regulation was

weakening of the U.S. Dollar increases. Major altcoins

often focused on coins’ status as securities.

will strengthen as the ecosystem continues to evolve. And in
this macro environment, technological trends and

More recently, the Office of the Comptroller of the Currency

infrastructure developments will continue to draw more

(OCC) clarified its stance on custody: financial institutions

investors to this asset class.
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IMPORTANT DISCLOSURES
This is not an offer to buy or sell, nor is it a solicitation of an offer to buy or sell, interests in

obtained from published and non-published sources. Such information has not been

the Galaxy Bitcoin Fund. The information (Information) contained herein may not be

independently verified by Galaxy, and Galaxy does not assume responsibility for the

reproduced or redistributed in whole or in part, in any format, without the express

accuracy of such information.

written approval of Galaxy Digital Capital Management LP (“GALAXY”). By accepting
this document, you acknowledge and agree that all of the Information contained in this

Galaxy does not provide tax, accounting or legal advice. Notwithstanding anything to the

document is proprietary to Galaxy. While not explicitly referenced within this piece,

contrary, each recipient of this Information, and each employee, representative or other

Galaxy manages the Galaxy Bitcoin Funds and the Galaxy Crypto Index Master Fund LP

agent of such recipient may disclose to any and all persons, without limitation of any

(collectively, the “Funds”) which invest in bitcoin. The Information is not an offer to buy

kind, the U.S. income and franchise tax treatment and the U.S. income and franchise tax

or sell, nor is it a solicitation of an offer to buy or sell, interests in the Funds or any

structure of the transactions contemplated hereby and all materials of any kind

advisory services or any other security or to participate in any advisory services or

(including opinions or other tax analyses) that are provided to such recipient relating to

trading strategy. If any offer and sale of securities is made, it will be pursuant to the

such tax treatment and tax structure insofar as such treatment and/or structure relates

confidential offering memorandum of the Funds (the Offering Memorandum). Any

to a U.S. income or franchise tax strategy provided to such recipient by Galaxy.

decision to make an investment in the Funds should be made after reviewing such
Offering Memorandum, conducting such investigations as the investor deems necessary

Certain information contained herein constitutes forward-looking statements, which

and consulting the investor’s own investment, legal, accounting and tax advisors in order

can be identified by the use of terms such as “may”, “will”, “should”, “expect”,

to make an independent determination of the suitability and consequences of an

“anticipate”, “project”, “estimate”, “intend”, “continue” or “believe” (or the negatives

investment. Securities transactions are effected through Galaxy Digital Partners LLC, a

thereof ) or other variations thereof. Due to various risks and uncertainties, including

member of FINRA and SIPC. The Information is being provided to you solely for

those discussed above, actual events or results, the ultimate business or activities of

discussion purposes and may not be used or relied on for any purpose (including,

Galaxy or the

without limitation, as legal, tax or investment advice) without the express written

Fund or the actual performance of Galaxy, the Fund, or bitcoin may differ materially

approval of Galaxy. Investment in the Fund is different from the Bloomberg Bitcoin

from those reflected or contemplated in such forward-looking statements. As a result,

Cryptocurrency Fixing Rate (the “Index”). The performance of the Fund will vary from

investors should not rely on such forward-looking statements in making their

the performance of the Index.

investment decisions.

Certain statements reflect Galaxy’s views, estimates, opinions or predictions (which

None of the Information has been filed with the U.S. Securities and Exchange

may be based on proprietary models and assumptions, including, in particular, Galaxy’s

Commission, any securities administrator under any state securities laws or any other

views on the current and future market for digital assets), and there is no guarantee that

governmental or self-regulatory authority. No governmental authority has opined on the

these views, estimates, opinions or predictions are currently accurate or that they will be

merits of the offering of any securities by the Fund or Galaxy, or the adequacy of the

ultimately realized. To the extent these assumptions or models are not correct or

information contained herein. Any representation to the contrary is a criminal offense in

circumstances change, the actual performance of Galaxy and the Fund may vary

the United States. Affiliates of Galaxy own investments in some of the digital assets and

substantially from, and be less than, the estimated performance. None of Galaxy, the

protocols discussed in this document, including bitcoin.

Fund nor any of their respective affiliates, shareholders, partners, members, directors,
officers, management, employees or representatives makes any representation

Hedge funds and other alternative investments involve a high degree of risk and can

or warranty, express or implied, as to the accuracy or completeness of any of the

be illiquid due to restrictions on transfer and lack of a secondary trading market. They

Information or any other information (whether communicated in written or oral form)

can be highly leveraged, speculative, and volatile, and an investor could lose all or a

transmitted or made available to you. Each of the aforementioned parties expressly

substantial amount of an investment. Alternative investments may lack transparency to

disclaims any and all liability relating to or resulting from the use of the Information or

investors of information as to share price, valuation, and portfolio holdings. Complex tax

such other information.

structures often result in delayed tax reporting and potentially materially different
returns for offshore versus onshore investors. Compared to mutual funds, alternative

Except where otherwise indicated, the Information is based on matters as they exist as

investments are subject to less regulation and often charge higher fees.

of the date of preparation and not as of any future date and will not be updated or
otherwise revised to reflect information that subsequently becomes available, or

BLOOMBERG is a trademark or service mark of Bloomberg Finance L.P. GALAXY is a

circumstances existing or changes occurring after the date hereof.

trademark of GDCM. Bloomberg Finance L.P. and its affiliates (collectively, Bloomberg)
are not affiliated with GDCM, the Fund and their respective affiliates (collectively,

Investing in financial markets, the Fund and digital assets, including Bitcoin, involves a

Galaxy). Bloomberg’s association with Galaxy is to act as the administrator and

substantial degree of risk. There can be no assurance that the investment objectives

calculation agent of the Index, which is the property of Bloomberg. Neither Bloomberg

described herein will be achieved. Any investment in the Fund or bitcoin may result

nor Galaxy guarantee the timeliness, accurateness, or completeness of any data or

in a loss of the entire amount invested. Investment losses may occur, and investors could

information relating to the Index or results to be obtained. Neither Bloomberg nor

lose some or all of their investment. No guarantee or representation is made that

Galaxy make any warranty, express or implied, as to the Index, any data or values relating

Galaxy’s investment strategy, including, without limitation, its business and investment

thereto or any financial product or instrument linked to, using as a component thereof or

objectives, diversification strategies or risk monitoring goals, will be successful, and

based on the Index (Products) or results to be obtained therefrom, and expressly

investment results may vary substantially over time. Nothing herein is intended to imply

disclaims all warranties of merchantability and fitness for a particular purpose with

that the Galaxy’s investment methodology or that investing in bitcoin may be considered

respect thereto. To the maximum extent allowed by law, Bloomberg, Galaxy and its or

“conservative”, “safe”, “risk free”, or “risk averse.” Neither historical returns nor

their licensors, and its and their respective employees, contractors, agents, suppliers,

economic, market or other performance is an indication of future results.

and vendors shall have no liability or responsibility whatsoever for any injury or damages
—whether direct, indirect, consequential, incidental, punitive, or otherwise—arising in

Certain information contained herein (including financial information) has been

connection with the Index, any data or values relating thereto or any Products—whether
arising from their negligence or otherwise.
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