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A Professional Investor’s Guide to a Rapidly Emerging Asset Class
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Bitwise at a glance

• Pioneer: Created the 1st & largest index fund in 
crypto. >$1.5b in AUM across fund family.


• Leading brand: Well-known for industry-leading 
research, education, & analysis presented to the 
SEC.


• Advisor-focused: Focused on partnering with 
financial advisors, RIAs, & multi-family offices.


• Best-of-breed: Sole focus on crypto asset 
management, research, & best-in-class service 
provider selection. 


• Experienced: 25-person team, with 
experienced executive leadership and backers. 
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Executive Team: Bridging expertise in tech & asset management

Hunter Horsley

CEO

Technology Expertise


Product Manager, Facebook

Product Manager, Instagram

Economics, Wharton

Forbes 30 Under 30

Matt Hougan

Chief Investment Officer

Renowed ETF Educator & Expert


15-year ETF Veteran

CEO, ETF.com and Inside ETFs

Co-author, CFA Institute’s “Guide to 
ETFs” and “Guide to Bitcoin, Blockchain 
and Cryptocurrencies,” 

Columnist, Forbes

Mick McLaughlin

Managing Director, Head of 
Business Development

Built $20B ETF Franchise from $0


15-year ETF Veteran

MD, Head of ETF Sales, Deutsche Bank 
($20B)

Manager, Russell Investments ($300B)

Director, BlackRock iShares ($6T) 

Teddy Fusaro

President

Expert in Alts Portfolio Mgmt.


10-year ETF Veteran

SVP, NYLife Investments ($550B AUM) 

SVP & Head of PM, IndexIQ ($5B AUM)

VP & Senior PM, Direxion ($10B AUM)

Analyst, Goldman Sachs

Hong Kim

Chief Technology Officer

Software Security Expertise


Software Security Research, Korean 
Military 

Software Engineer, Google 

Computer Science, University of 
Pennsylvania 

Katherine Dowling

General Counsel and Chief 
Compliance Officer

Legal Expertise


COO and CCO, Luminate Capital Partners

COO and CCO, True Capital Management

Assistant U.S. Attorney, Economic Crimes 
Unit of the U.S. Attorney’s Office for the 
Northern District of California
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High-quality educational materials

EDUCATIONAL VIDEOS

Two-to-five minute custom 
educational videos

Example: Top 5 Questions 
Advisors Asked Us About Crypto

Watch Here

WHITEPAPERS

Analytical deep-dives into critical topics

Example: The Case for Crypto in an 
Institutional Portfolio

View Whitepaper

SURVEYS

Peer benchmarking studios with exclusive data

Example: 2021 Benchmark Survey Financial 
Advisor Attitudes Toward Cryptoassets

View the Survey

HIGH-PROFILE MEDIA APPEARANCES

Bitwise experts are regular guests on TV, 
for podcasts, in print, and with other media

Example: CIO Matt Hougan on CNBC.

Watch the Segment

WEBCASTS

In-depth educational sessions 
on critical topics.

Example: Crypto for Advisors: 
A Growing Opportunity

Watch the Replay

CFA RESEARCH BRIEF

Bitwise partners with global leaders in education

Example: Cryptoassets: A Professional Investor's 
Guide to Bitcoin, Blockchhain, and Cryptocurrencies

Download Here

https://www.youtube.com/watch?v=ubfjGAuEwR4&t=3s
https://www.youtube.com/watch?v=ubfjGAuEwR4&t=3s
https://static.bitwiseinvestments.com/Research/Bitwise-2021-Benchmark-Survey-Financial-Advisor-Attitudes-Toward-Cryptoassets.pdf
https://static.bitwiseinvestments.com/Research/Bitwise-2021-Benchmark-Survey-Financial-Advisor-Attitudes-Toward-Cryptoassets.pdf
https://s3.amazonaws.com/static.bitwiseinvestments.com/Research/Bitwise-The-Case-For-Crypto-In-An-Institutional-Portfolio.pdf
https://s3.amazonaws.com/static.bitwiseinvestments.com/Research/Bitwise-The-Case-For-Crypto-In-An-Institutional-Portfolio.pdf
https://www.cnbc.com/video/2021/02/02/bitwises-matt-hougan-on-why-its-filing-for-a-bitcoin-fund.html
https://www.cnbc.com/video/2021/02/02/bitwises-matt-hougan-on-why-its-filing-for-a-bitcoin-fund.html
https://www.etftrends.com/webcasts/crypto-for-advisors-a-growing-opportunity/
https://www.etftrends.com/webcasts/crypto-for-advisors-a-growing-opportunity/
https://www.cfainstitute.org/-/media/documents/article/rf-brief/rfbr-cryptoassets.ashx
https://www.cfainstitute.org/-/media/documents/article/rf-brief/rfbr-cryptoassets.ashx
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Bitwise Cryptoasset Fund Family

Bitwise 10 Crypto Index 
Fund (ticker: BITW)

Bitwise DeFi Crypto 
Index Fund

Bitwise Bitcoin 
Fund

Bitwise Ethereum 
Fund
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Bitwise Crypto Fund Family

Bitwise 10 
Crypto Index 
Fund (BITW)

Bitwise DeFi 
Crypto 

Index Fund

Bitwise Bitcoin 
Fund

Bitwise Ethereum 
Fund

Bitwise Crypto  
Industry Innovators 

 ETF (BITQ)

Exposure to the top 
10 cryptoassets by 

market capitalization

Exposure to the 
decentralized finance 

sector of crypto

Pure exposure to the 
largest and most 

popular cryptoasset

Pure exposure to the 
largest smart contract 

network

Exposure to the 
leading companies in 
the crypto industry



What is crypto and 
why does it matter?
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Crypto is not about paying for coffee

≠
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Don’t think of it just as a currency; think of it as a 
technology that brings money into the internet era
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An example: Consider Venmo vs. traditional banks
Banks are slow because they each have their own 
database. Every transactions requires verification 

and trust.


Venmo is fast because it is a single database. 
Inside Venmo, transferring money is like 

updating Excel.
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Public blockchains: A new type of database
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Breakthrough #1: Moving financial goods over the internet

• Blockchain databases allow financial 
goods to settle essentially instantly.


• By comparison, traditional financial 
systems are extremely slow: 


• Stocks settle in 2 days 


• Bank wires take 2-4 days


• Bill pay takes 1-5 days


• Blockchains work 24/7/365 and fees are 
miniscule.
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Breakthrough #2: The development of programmable money

• Native to the internet, cryptoassets can 
be programmed like software.


• This software can replicate high-cost 
financial functions at extremely low 
price points.


• This market already supports billions of 
dollars in loans, money-market-style 
funds, asset fundraising, and more. 
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Breakthrough #3: The creation of digital property rights

• You can own bitcoin without any trusted 
third-party (like a bank) saying you own it.


• As a result, bitcoin is often referred to as 
“digital gold.” It is the first scarce digital 
good.


• In fact, bitcoin compares favorably to gold  
on many of the key features of a safe haven 
asset.


• Non-Fungible Tokens (NFTs) like NBA Top 
Shot are another example of this.



Crypto is the best-performing asset in the world this year.

Bitwise



Crypto was the best-performing asset class in the world last year

Bitwise



It was also the best-performing asset class in the world in 2019

Bitwise



And the best-performing asset class in the world since 2017

Bitwise



It has a history of significant drawdowns. But it is also resilient.

Bitwise

Jun ’17/Jul ’17: - 36%

Sep ‘17: - 34%

Dec ’17/Dec ‘18: - 83%

Jan ’20/Mar ‘20: - 52%

Jun ’19/Dec ‘19: - 52%

Jan ’21: - 28%

Feb ’21: - 22%



Still, it has been a remarkable asset historically (2010-2021)

Bitwise
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This level of technological breakthrough is rare

• TCP/IP: Transmission Control Protocol / Internet Protocol: 1971 – The Internet


• SMTP: Simple Mail Transmission Protocol: 1982 – Email


• HTTP: Hypertext Transfer Protocol: 1989 – The World Wide Web


• SSL: Secure Sockets Layer Protocol: 1994 – E-Commerce


• VOIP: Voice Over Internet Protocol: 1995 – Telephony


• XMPP: Extensible Messaging and Presence Protocol: 1999 – Messaging


• HLS: HTTP Live Streaming Protocol: 2009 – Video Streaming


• BTC: The First Blockchain Protocol: 2009 – Money & Finance



Why is there more than 
one cryptoasset?
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Different cryptoassets are like different software companies

Bitwise



Different cryptoassets are like different software companies

Bitwise



Cryptoassets target different markets and have different returns

Bitwise
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It’s difficult to know which asset(s) will win long term



Crypto in a portfolio
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Crypto can be extremely powerful in portfolio settings

>
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Crypto combines high potential returns, 

low correlations with other asset classes, and liquidity

S&P 500
US AGG 

Bond Gold

0.22 0.09 0.22

0.20 0.09 0.22

0.24 0.09 0.19

Sources: Bitwise and Yahoo Finance. The SPDR S&P 500 Trust ETF (SPY) is used as a proxy for the S&P 
500. The iShares Barclays Aggregate Bond Fund (AGG) is used as a proxy for the U.S. AGG. The SPDR 
Gold Shares (GLD) is used as a proxy for gold. Data from 01/01/2019 through 03/31/2021.  
 
Performance and correlation information is provided for informational purposes only. Actual 
performance  and correlation of the Index and the Fund may vary substantially from the performance 
provided in this presentation. Backward-looking performance cannot predict how any investment 
strategy will perform in the future.
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A little goes a long way in a portfolio

ANNUALIZED 
RETURN TOTAL RETURN

VOLATILITY 
(MONTHLY) SHARPE RATIO MAX DRAWDOWN

Traditional 60/40 Portfolio 10.6% 49.8% 11.6% 0.82 -21.1%

1% bitcoin 12.5% 59.9% 11.7% 0.97 -21.3%

2.5% bitcoin 15.2% 76.6% 12.0% 1.18 -21.8%

5% bitcoin 19.7% 105.5% 12.9% 1.43 -22.8%

Note: Traditional Portfolio consists of 60% equities (represented by the Vanguard Total Stock ETF, VT) and 40% bonds (represented by the Vanguard Total Bond ETF, BND). Not considering taxes nor transaction costs. 
For more details, please refer to our white paper “The Case For Bitcoin in an Institutional Portfolio” published on May 2020 and available at www.bitwiseinvestments.com/resources. 
 
Performance and correlation information is provided for informational purposes only. Actual performance and correlation of the Index and the Fund may vary substantially from the performance provided in this 
presentation. Please see important disclosure information at the end of this document. Past performance does not guarantee future results.

• Added 26.8% to total return


• Kept volatility almost flat (+40 bps)


• Boosted Sharpe ratio by 43%

Data from January 1, 2017 to December 31, 2020

A 2.5% bitcoin allocation, rebalanced quarterly over this period

http://www.bitwiseinvestments.com/resources
http://www.bitwiseinvestments.com/resources
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Bitcoin has positively contributed to a diversified 
portfolio’s returns over every 3-year period in history

Note: Traditional Portfolio consists of 60% equities (represented by the Vanguard Total Stock ETF, VT) and 40% bonds (represented by the Vanguard Total Bond ETF, BND). Not considering taxes nor transaction costs. 
For more details, please refer to our white paper “The Case For Bitcoin in an Institutional Portfolio” published on May 2020 and available at www.bitwiseinvestments.com/resources. 
 
Performance and correlation information is provided for informational purposes only. Actual performance and correlation of the Index and the Fund may vary substantially from the performance provided in this 
presentation. Please see important disclosure information at the end of this document. Past performance does not guarantee future results.

http://www.bitwiseinvestments.com/resources
http://www.bitwiseinvestments.com/resources


Crypto market update
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Crypto is entering the mainstream market
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Hedge funds are now allocating to crypto

We are witnessing the Great Monetary Inflation, 
an unprecedented expansion of every form of 
money unlike anything the developed world has 
ever seen. 

- Paul Tudor Jones II 
May 7, 2020

Source: Bloomberg. May 2, 2020
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Corporations are now allocating to crypto

Source: CNBC. October 6, 2020Source: Bitcoin.com. September 15, 2020

Source: CNBC. October 6, 2020Source: Bitcoin.com. September 15, 2020



“The potential long-term upside for bitcoin is 
considerable if it competes more intensely 
with gold as an alternative currency…” 
                    — Flows & Liquidity 
                        (Flagship Research Report)

“Bitcoin is a fraud… It’s worse than tulip bulbs. 
It won’t end well. Someone is going to get 
killed.” 
                      — Jamie Dimon, CEO

2017

2020
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Wall Street is now turning toward crypto

Source: Nasdaq. November 30, 2020.


Source: Bloomberg. November 29, 2020.


Source: CNBC. March 17, 2021.
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Asset managers are now allocating to crypto

Source: CNBC. November 20, 2020.


Source: CNBC. November 20, 2020
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Major financial technology firms are rushing into the space

Source: CNBC. October 21, 2020 Source: Visa. March 29, 2021
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Individual investors continue to allocate to crypto

35 million users 

14 million users 11 million users 

7 million users 1 million users 

Source: Coinbase, Schwab, TD Ameritrade & Interactive Brokers from each company’s web site, reflecting 
current data; E*TRADE data from the Wall Street Journal, as of April 17, 2019.
Sources: Coinbase, Schwab, TD Ameritrade, & Interactive Brokers, from each company’s website, reflecting the most recently available data as 
of December 8, 2020.  E*Trade data from The Wall Street Journal as of April 17, 2019; no more recent data is available from E*Trade.
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Financial advisors and RIAs are increasingly allocating

Do you own crypto in your personal portfolio? 

   * 2020: 17% 

   * 2021: 24%


Do you own crypto in client portfolios? 

   * 2020: 6% 

   * 2021: 9%


If not, do you plan to allocate for clients in the next 12 months? 

   * 2020: 7%  

   * 2021: 17%

The Bitwise/ETF Trends Benchmark Survey of Financial Advisor Attitudes Toward Cryptoassets is conducted each year in December. Surveys are distributed by 
ETF Trends to a wide variety of financial advisors in December of the preceding year. The 2020 results reflect the input of more than 400 financial advisors. The 
2021 results reflect partial survey data gathered in the first week of December 2020. Full survey data for 2021 will be available in January 2021.
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Wirehouse advisors are now allowed to invest as well



44

Significant risks remain and are worth monitoring

• Regulatory risks: Particularly for DeFi


• Adoption risks: Beyond a store of value


• Technological risks: Bugs are an issue


• Competitive risks: Legacy system improvements


• Behavorial risks: A very volatile asset



Questions
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Appendix: What is DeFi?
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DeFi Fundamentals
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The Concept of Programmable Money

Alice Bob
0.01ETH

Alice sends 0.01 ETH to Bob



The Concept of Programmable Money

Alice Bob
0.01ETH

Alice sends 0.01 ETH to Bob, but only if Carol also approves

Carol



The Concept of Programmable Money

Alice Bob
0.01ETH

Alice sends 0.01 ETH to Bob, but only if Carol also approves and after 12 months

Carol



How far can we take this?



There are already crypto applications that can 
execute sophisticated financial services like trading, 
lending, and asset management without the need of 

a centralized entity.



That’s DeFi



DeFi: Ecosystem of Crypto-Native Financial Applications

Operating

 System (OS)

Applications

Mobile (Web 2.0)

Source: Bitcoin and Companies or Projects websites. This list was developed for illustrative purposes and is not mean to be exhaustive.



DeFi: Ecosystem of Crypto-Native Financial Applications

Source: Bitcoin and Companies or Projects websites. This list was developed for illustrative purposes and is not mean to be exhaustive.

Operating

 System (OS)

Applications

Operating

 System (OS)

Applications

Mobile (Web 2.0) Cryptonetworks



Exchange and Credit Markets as Leading Applications



DeFi Applications - Decentralized Exchanges (DEXes)

• Parties that normally handle the transfer of 
assets are substituted by smart contracts


• The first decentralized exchange launched 
in 2017


• 36% of the total value locked (TVL) in DeFi is 
in decentralized exchanges



DeFi Applications - Decentralized Exchanges (DEXes)

• Parties that normally handle the transfer of 
assets are substituted by smart contracts


• The first decentralized exchange launched 
in 2017


• 36% of the total value locked (TVL) in DeFi is 
in decentralized exchanges

Source: uniswap.info

Daily volume negotiated on Uniswap, the largest decentralized exchange

http://uniswap.info
http://uniswap.info


DeFi Applications - Lending & Borrowing

• Users can lend cryptoassets and earn an 
yield on them or borrow cryptoassets on 
collateral


• First DeFi application to achieve significant 
usage


• 50% of the total value locked (TVL) in DeFi is 
in borrowing & lending platforms



DeFi Applications - Lending & Borrowing

• Users can lend cryptoassets and earn an 
yield on them or borrow cryptoassets on 
collateral


• First DeFi application to achieve significant 
usage


• 50% of the total value locked (TVL) in DeFi is 
in borrowing & lending platforms

Source: Dune Analytics

Total Outstanding Debt by DeFi Project



DeFi Protocols Have Equity-Like Characteristics

• DeFi protocols charge to use the services 
they provide


• Total fees charged in DeFi protocols has 
surpassed $1.2 billion to date


• This allows for analysts to build P/S and 
other multiples to evaluate the protocols



Bitwise

Disclosures
Important Information

Carefully consider the risk factors, investment objectives, fees, expenses, and other information associated with each of the following: Bitwise 10 Crypto Index Fund, Bitwise DeFi Index Fund, Bitwise Bitcoin Fund, Bitwise 10 Index Offshore Fund, 
Ltd., Digital Asset Index Fund, LLC, Bitwise Ethereum Fund, LLC (the “Funds”) or the shares of said Funds (the “Shares”) before making an investment decision regarding any of the Funds.  Such risk factors, investment objectives, fees, expenses 
and other important information, can be found in each Fund’s Private Placement Memorandum, which can be obtained from Bitwise Asset Management, Inc. and its affiliates (collectively “Bitwise”), and for each Fund that has issued Shares available 
for trading on the OTCQX Best Market, in such Fund’s Annual Report or Information Statement and Quarterly Reports, which can be found on www.otcmarkets.com for the Bitwise 10 Crypto Index Fund (Symbol: BITW).  The reports available on 
www.otcmarkets.com have been prepared in accordance with the Alternative Reporting Standard and have not been filed with, reviewed, or approved by the U.S. Securities and Exchange Commission (the “SEC”) or any other regulatory agency or 
state securities commission.  Any representation to the contrary is a criminal offense. Such documents may not contain all of the information necessary for a prospective investor to make a fully informed investment decision, and all investors are 
encouraged to read all available documents prior to making an investment decision. 

All Funds are speculative investments that involve a high degree of risk, uncertainty, and are not suitable for investors that cannot afford loss of the entire investment.  For each Fund that has issued Shares that are available for trading on the 
OTCQX Best Market, including the Bitwise 10 Crypto Index Fund (Symbol: BITW), there can be no assurance that the value of the Shares, if traded on any secondary market, will reflect the value of the Trust’s net assets.  Such Shares may trade at 
a substantial premium over, or a substantial discount to, the value of the Trust’s net assets, because, among other factors, such Funds do not currently operate a redemption program, and because, among other factors, such Funds’ Shares when 
initially issued are subject to the holding period under Rule 144 of the Securities Act.  As a result of these factors,  there is no arbitrage mechanism to keep the price of the Shares closely linked to the value of the trusts net assets, and the Shares 
may trade at a substantial premium over, or substantial discount to, the value of the Funds net assets, and therefore the performance of the Funds’ Shares may deviate significantly from the performance of the Funds Net Asset Value per share 
(“NAV”).  There is no guarantee that any Fund will meet its investment objective.  

No Advice on Investment; Risk of Loss: Prior to making any investment decision in respect of any Fund or Shares of any Fund, each investor must undertake its own independent examination and investigation of the Fund, including the merits and 
risks involved in an investment in the Fund or Shares, and must base its investment decision – including a determination whether Shares would be a suitable investment for the investor – on such examination and investigation and must not rely on 
Bitwise or the Funds in making such investment decision. Prospective investors must not construe the contents of this website as legal, tax, investment, or other advice. Each prospective investor is urged to consult with its own advisors with respect 
to legal, tax, regulatory, financial, accounting and similar consequences of investing in any Fund, the suitability of the investment for such investor and other relevant matters concerning an investment in the Fund. This website contains an overview 
summary of the terms of the Fund. The summary set forth on this website does not purport to be complete, and is qualified in its entirety by reference to the definitive offering documents relating to each Fund and/or in each case, if available in 
addition, the Fund’s Annual Report or Information Statement and Quarterly Reports, which can be found on www.otcmarkets.com for the Bitwise 10 Crypto Index Fund (Symbol: BITW). Do not place undue reliance on this website.

The Shares of any Fund are not registered under the Securities Act of 1933 (the “Securities Act”), the Securities Exchange Act of 1934 (the “Securities Exchange Act”), the Investment Company Act of 1940 (the “Investment Company Act”), or any 
state securities commission or other regulatory body.  Bitwise is not registered as an Investment Adviser under the Investment Advisers Act of 1940 (the “Advisers Act”), and is not registered as a Commodity Pool Operator or Commodity Trading 
Adviser under the Commodity Exchange Act (the “Commodity Exchange Act”).  
 
Shares of or interests in each Fund are offered in private placements pursuant to the exemption from registration provided by Section 4(a)(2) of the Securities Act of 1933 and Rule 506 of Regulation D promulgated thereunder and other exemptions 
of similar import in the laws of the states and jurisdictions where the offering will be made and are only issued and sold directly by the Fund to accredited investors.  As a result, the Shares of each Fund when initially sold are restricted and subject to 
significant limitations on transfer and resale.  Prospective investors in any Fund should very carefully consider such risks prior to making any investment decision, including the fact that certain Funds may not offer a redemption program.  This 
website is neither an offer to sell nor a solicitation to buy units or shares in any Fund. Any such offer or solicitation will be made solely through definitive offering documents, identified as such, which will contain information about each Fund's 
investment objectives and terms and conditions of an investment and may also describe risks and tax information related to an investment therein and which qualifies in its entirety the information set forth on this website.

The Shares of Funds that are publicly quoted on the OTCQX Best Market are Shares that have become “unrestricted” under Rule 144 of the Securities Act one year and a day subsequent to the date that the Shares were originally issued (although 
Shares held by affiliates and insiders will be subject to additional restrictions on resales, including restrictions on the number of Shares that may be resold within any three-month period).  Shares that have become unrestricted may be quoted on the 
OTCQX Best Market and may be purchased and sold throughout the trading day through any brokerage account with access to such markets.   

http://www.otcmarkets.com/
http://www.otcmarkets.com/
http://www.otcmarkets.com/
http://www.otcmarkets.com/

