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U.S. SPOT BITCOIN ETFS APPROVED!
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Spot Bitcoin ETFs Likely to Expand the Investor Base

Ten years after the first spot Bitcoin exchange-traded fund application was filed in the
U.S., the Securities and Exchange Commission (SEC) finally approved spot Bitcoin ETFs o
n January 10, 2024.

while the European markets have been offering crypto exchange-traded products (ETPs)
since 2019, this is the first time U.S. investors can access the spot price of Bitcoin
in a brokerage account via a familiar ETF structure. We believe this approval will help
to expand the investor base for bitcoin in the U.S. and encourage regulators in other
countries to reconsider their position in digital assets.

The most obvious target market for spot bitcoin ETFs is the U.S. wealth management

client assets, which would be approximately $44 trillion in size.l Many of these
investors were not able or willing to set up procedures to hold bitcoin directly.

Increasing Demand for Bitcoin Facing a Cut in New Supply

when Bitcoin was created in 2009 partly as a response to the global financial crisis,
continuous money printing and devaluation of fiat currencies, the creators of the
bitcoin blockchain wanted to Timit the supply of bitcoin to 21 million. This supply
Timit is hard-coded into the bitcoin cryptocurrency. More than 94% of these bitcoins

have already been mined.? Some bitcoin has been lost forever, but it is difficult to
estimate the exact number, as there must be some early investors who have not transacted
on their bitcoin for several years.

In roughly the April/May 2024 timeframe, the issuance of new bitcoin, in the form of
Bitcoin block rewards awarded to miners, will be cut in half, and miners will receive
3.1 Bitcoin every 10 minutes or so.3 Normally, bitcoin miners need to sell part of their
Bitcoin 1in the market to cover some of their operational expenses, such as energy costs
and computing equipment upgrades. As miners will have less Bitcoin to sell 1in the
market, this could mean a lower supply of Bitcoin in the market overall.

Chart 1: Bitcoin “Halving,” Estimated April/May 2024
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Block Reward i % Mined
Period
Launch January 2009 50.00 10,500,000

Halving 1 November 2012 210,000 25.00 5,250,000 75%
Halving 2 July 2016 420,000 12.50 2,625,000 87.50%
Halving 3 May 2020 630,000 6.25 1,312,500 93.75%
Halving 4 Estimated April/May 2024 340,000 3.13 656,250 96.88%
Halving 5 Estimated 2028 1,050,000 1556 328,125 98.44%
Halving 6 Estimated 2032 1,260,000 0.78 164,063 99.22%

Sources: Capital.com, Zenledger.io, as of December 2023,

Historically, this “halving” event has led to an initial dincrease in the price, and
although the price increase multiple has declined over time, this time around, there is
an additional factor-a U.S. spot bitcoin ETF available in the U.S. 1In normal
circumstances, when the demand <increases while the supply declines or stays the same,
the price should move upward.

we see within chart 2:

e The original bitcoin price on the day of each halving 1is represented by “1.0x.” If
the price was originally $1,000 and then you see in the vertical axis it goes to
“2.0x,” this would mean it went from $1,000 to $2,000. The entire chart can be read
analogously.

e The first halving occurred the earliest in bitcoin’s historical trajectory. In a
relative sense, at earlier points in bitcoin’s history, there was greater risk and
greater price volatility. The third halving is the most recent. Over time, bitcoin
has become known by more and more people, the market capitalization has largely been
increasing, and the price volatility has been trending lower rather than higher,
even if it 1is still high relative to other asset classes. This doesn’t mean that
this trend will persist—it just relates to chart 2 1in the sense that roughly 990
days after the third halving, the price had gone from 1.0x to somewhere between 2.0x
and 4.0x. In comparison, 990 days after the first halving, the price had gone from
1.0x to about 16.0x.

Chart 2: Bitcoin’s Price Performance Post Historical Halving Events

-
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Sources: Glassnode, WisdomTree, as of December 2023, Rebased to 1 from halving date. Historical performance is not an indication of future pedformance, andany
investment may go down invalue. Bitcoin is highly speculative and involves a high degree of risk, including the patential loss of the entire investment. An investment in
bitcoin invohves significant risks (including the potential for quick, large losses) and may not be suitable for all investors.

Long-Term Store of value Emerging as the Most Prominent Use Case for Bitcoin

while the use case of Bitcoin as digital money, a potential digital payment Tayer for
the internet, could materialize in the future, for the moment, our view is that the most
accepted use case for Bitcoin is a form of digital gold, a long-term store of value that
acts as a hedge against the debasement of currencies and geopolitical uncertainty. we
specifically say “long-term” 1in recognition of the historically high price volatility
that bitcoin has exhibited. A longer period could allow for:

e More use cases to emerge, particularly in the payments space.

e More time to analyze global central banks and note if they continue to print money,
increasing future inflationary risks.

¢ No technology is “immediately adopted”-many users will not develop much interest the
first or second time they hear about it. Continuing to hear about bitcoin in a more
and more diversified array of contexts will naturally inject it into the public’s
consciousness and give people more comfort that all sorts of things have happened,
but it is still there.

1 sSource: Euart et al., “Us wealth Management: Amid market turbulence, an industry
converges,” McKinsey, 1/24. Year-end U.S. wealth manager client assets for 2022,
includes retail assets with wealth intermediaries. Excludes directly held securities and

institutional assets.

Z Bitcoin mining = a way new bitcoins are entering circulation; a process via which
bitcoin transactions are verified on the bitcoin blockchain. New bitcoin is 1issued to
bitcoin miners as a reward for validating transactions. Actual “mining” uses software
and hardware to solve complex mathematical puzzles and guess a cryptographic number that
matches a set criterion.

3 source: John stec, “why 2024 will be Bitcoin’s Year,” coindesk, 1/17/24.

Important Risks Related to this Article

Crypto assets, such as bitcoin and ether, are complex, generally exhibit extreme price
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volatility and unpredictability, and should be viewed as highly speculative assets.
Crypto assets are frequently referred to as crypto “currencies,” but they typically
operate without central authority or banks, are not backed by any government or issuing
entity (i.e., no right of recourse), have no government or insurance protections, are
not Tegal tender and have 1limited or no usability as compared to fiat currencies.
Federal, state or foreign governments may restrict the use, transfer, exchange and value
of crypto assets, and regulation in the U.S. and worldwide is still developing.

Crypto asset exchanges and/or settlement facilities may stop operating, permanently shut
down or experience dissues due to security breaches, fraud, insolvency, market
manipulation, market surveillance, KYC/AML (know your customer / Anti-Money Laundering)
procedures, non-compliance with applicable rules and regulations, technical glitches,
hackers, malware or other reasons, which could negatively dimpact the price of any
cryptocurrency traded on such exchanges or reliant on a settlement facility or otherwise
may prevent access or use of the crypto asset. Crypto assets can experience unique
events, such as forks or airdrops, which can impact the value and functionality of the
crypto asset. Crypto asset transactions are generally 1irreversible, which means that a
crypto asset may be unrecoverable in instances where: (i) it 1is sent to an incorrect
address, (ii) the 1incorrect amount 1is sent, or (iii) transactions are made fraudulently
from an account. A crypto asset may decline in popularity, acceptance or use, thereby
impairing its price, and the price of a crypto asset may also be impacted by the
transactions of a small number of holders of such crypto asset. Crypto assets may be
difficult to value and valuations, even for the same crypto asset, may differ
significantly by pricing source or otherwise be suspect due to market fragmentation,
illiquidity, volatility and the potential for manipulation. Crypto assets generally rely
on blockchain technology and blockchain technology 1is a relatively new and untested
technology which operates as a distributed ledger. Blockchain systems could be subject
to internet connectivity disruptions, consensus failures or cybersecurity attacks, and
the date or time that you initiate a transaction may be different then when it is
recorded on the blockchain. Access to a given blockchain requires an individualized key,
which, 1if compromised, could result 1in loss due to theft, destruction or
inaccessibility. In addition, different crypto assets exhibit different characteristics,
use cases and risk profiles. Information provided by wisdomTree regarding digital
assets, crypto assets or blockchain networks should not be considered or relied upon as
investment or other advice, as a recommendation from wisdomTree, including regarding the
use or suitability of any particular digital asset, crypto asset, blockchain network or
any particular strategy.

To view the prospectus, please click here.

Bitcoin and, accordingly, the wisdomTree Bitcoin Fund, which holds bitcoin, are
highly speculative and involve a high degree of risk, including the potential
for loss of the entire investment. An investment in the WisdomTree Bitcoin Fund
involves significant risks (including the potential for quick, Targe losses) and
may not be suitable for all shareholders. You should carefully consider whether
your financial condition permits you to invest in the WisdomTree Bitcoin Fund,
and you should be willing to accept more risk than may be involved with other
exchange-traded products or ETFs that do not hold bitcoin.

Extreme volatility of trading prices that many digital assets, including
bitcoin, have experienced in recent periods and may continue to experience,
could have a material adverse effect on the value of the Shares and the Shares
could lose all or substantially all of their value. The value of the Shares is
dependent on the acceptance of digital assets, such as bitcoin, which represent
a new and rapidly evolving industry. Digital assets such as bitcoin were only
introduced within the past two decades, and the medium-to-long term value of the
Shares 1is subject to a number of factors relating to the capabilities and
development of blockchain technologies and to the fundamental 1investment
characteristics of digital assets. Regulatory changes or actions may affect the
value of the sShares or restrict the use of Bitcoin, mining activity or the
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operation of the Bitcoin Network or the Digital Asset Markets in a manner that
adversely affects the value of the Shares. Digital Asset Markets may experience
fraud, business failures, security failures or operational problems, which may
adversely affect the value of Bitcoin and, consequently, the value of the
Shares.

The WisdomTree Bitcoin Fund is not a fund registered under the Investment
Company Act of 1940, as amended (“1940 Act”), and is not subject to regulation
under the 1940, unlike most exchange- traded products or ETFs. The WisdomTree
Bitcoin Fund is also not a commodity pool for purposes of the Commodity Exchange
Act of 1936, as amended, and the sponsor is not subject to regulations by the
Commodity Futures Trading Commission as a commodity pool operator or commodity
trading advisor. The WisdomTree Bitcoin Fund’s shares are neither dinterests in
nor obligations of the sponsor or the trustee or any of their affiliates.

The WisdomTree Bitcoin Fund has filed a registration statement (including a
prospectus) with the SEC for the offering to which this communication relates.
Before you invest, you should read the prospectus in that registration statement
and other documents the wisdomTree Bitcoin Fund has filed with the SEC for more
complete information about the wisdomTree Bitcoin Fund and this offering. You
may dget these documents for free by visiting EDGAR on the SEC website at
www.sec.gov. Alternatively, the wWisdomTree Bitcoin Fund will arrange to send you
the prospectus if you request it by calling tol1-free at 866.909.9473.

Neither wisdomTree, Inc., nor its affiliates, nor Foreside Fund Services, LLC,
or 1its affiliates provide tax advice. All references to tax matters or
information provided on this site are for illustrative purposes only and should
not be considered tax advice and cannot be used for the purpose of avoiding tax
penalties. Investors seeking tax advice should consult an independent tax
advisor.

Foreside Funds Services, LLC, is the Marketing Agent for the WisdomTree Bitcoin
Fund (BTCW). Foreside Fund Services, LLC, 1is not affiliated with wisdomTree,
Inc. nor any other entities mentioned.

For the top 10 holdings of BTCW please visit the Fund's fund detail page at https://www.
wisdomtree.com/investments/etfs/crypto/btcw

For standardized performance and the most recent month-end performance click here NOTE,
this material 1is intended for electronic use only. Individuals who intend to print and
physically deliver to an investor must print the monthly performance report to accompany
this blog.

Related Blogs
+ Bitcoin Vvolatility Has Already Been Changing

Related Funds
+ WisdomTree Bitcoin Fund

For more investing insights, check out our Economic & Market Outlook

View the online version of this article here.
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IMPORTANT INFORMATION

U.S. 1dinvestors only: Click here to obtain a WisdomTree ETF prospectus which
contains investment objectives, risks, charges, expenses, and other information;
read and consider carefully before investing.

There are risks involved with investing, including possible loss of principal. Foreign
investing involves currency, political and economic risk. Funds focusing on a single
country, sector and/or funds that emphasize 1investments 1in smaller companies may
experience greater price volatility. Investments in emerging markets, currency, fixed
income and alternative investments include additional risks. Please see prospectus for
discussion of risks.

Past performance is not 1indicative of future results. This material contains the
opinions of the author, which are subject to change, and should not to be considered or
interpreted as a recommendation to participate in any particular trading strategy, or
deemed to be an offer or sale of any investment product and it should not be relied on
as such. There is no guarantee that any strategies discussed will work under all market
conditions. This material represents an assessment of the market environment at a
specific time and is not intended to be a forecast of future events or a guarantee of
future results. This material should not be relied upon as research or investment advice
regarding any security in particular. The user of this information assumes the entire
risk of any use made of the information provided herein. Neither WisdomTree nor its
affiliates, nor Foreside Fund Services, LLC, or its affiliates provide tax or Tegal
advice. Investors seeking tax or legal advice should consult their tax or Tlegal advisor.
Unless expressly stated otherwise the opinions, interpretations or findings expressed
herein do not necessarily represent the views of WisdomTree or any of its affiliates.

The MSCI information may only be used for your qinternal use, may not be reproduced or
re-disseminated in any form and may not be used as a basis for or component of any
financial dinstruments or products or indexes. None of the MSCI information is intended
to constitute investment advice or a recommendation to make (or refrain from making) any
kind of idinvestment decision and may not be relied on as such. Historical data and
analysis should not be taken as an 1indication or guarantee of any future performance
analysis, forecast or prediction. The MSCI information is provided on an “as is” basis
and the user of this information assumes the entire risk of any use made of this
information. MSCI, each of 1its affiliates and each entity involved in compiling,
computing or creating any MSCI information (collectively, the “MSCI Parties”) expressly
disclaims all warranties. with respect to this information, in no event shall any MSCI
Party have any Tiability for any direct, 1indirect, special, incidental, punitive,
consequential (including Toss profits) or any other damages (www.msci.com)

Jonathan Steinberg, Jeremy Schwartz, Rick Harper, Christopher Gannatti, Bradley Krom,
Tripp Zimmerman, Michael Barrer, Anita Rausch, Kevin Flanagan, Brendan Loftus, Joseph
Tenaglia, Jeff weniger, Matt wagner, Alejandro Saltiel, Ryan Krystopowicz, Jianing Wu,
and Brian Manby are registered representatives of Foreside Fund Services, LLC.

wisdomTree Funds are distributed by Foreside Fund Services, LLC, in the U.S. only.

You cannot invest directly in an index.
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DEFINITIONS

Bitcoin (the currency) : A digital currency (also called a cryptocurrency) created in
2009, which is operated by a decentralized authority as opposed to a traditional central
bank or monetary authority.

cryptocurrency : a digital or virtual currency that is secured by cryptography, which
makes it nearly impossible to counterfeit or double-spend.

The Global Financial Crisis : Refers to the period of extreme stress 1in global

financial markets and banking systems between mid 2007 and early 2009.

Devaluation : deliberate downward adjustment to the value of a country’s currency,
relative to another currenc.

Fiat money : Any money that is accepted by a government for paying taxes or debt, but

Risk : Also standard deviation, which measures the spread of actual returns around an

average return during a specific period. Higher risk indicates greater potential for
returns to be farther away from this average.

volatility : A measure of the dispersion of actual returns around a particular average

Tevel.&nbsp.

Market capitalization : Market cap = share prices x number of shares outstanding.
Firms with the highest values receive the highest weights 1in approaches designed to
weight firms by market cap.
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