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Key Takeaways
. After a 25 bp rate hike last week, rate probabilities forecast cuts in 23 & ‘24

. Regulatory enforcement actions continue as CFTC files suit against Binance
. The Bitcoin network hash rate has reached a new ATH of over 400 EH/s

On-Chain Commentary
Last week, the Fed raised rates by 25 basis points, bringing the Fed funds rate above

both the Truflation real-time inflation estimation and the Fed's preferred inflation
metric, PCE. Another PCE data release is expected to show a small decline on Friday.
Markets remain concerned in regards to regional bank liquidity and potential issues
with commercial real estate loans, as small banks handle almost 80% of these loans in
the US. Since the banking crisis began earlier this month, the Fed has added $390B to its
balance sheet.

Despite regulatory headlines, Bitcoin and Ethereum have remained relatively stable.
Coinbase was issued a Wells notice by the SEC last week, and this week the CFTC
announced a lawsuit against Binance and its CEO Changpeng Zhao over unregistered
crypto derivatives products and evasion of compliance laws. Both the SEC and CFTC
have brought charges against many in the ecosystem following the spectacular collapse
of FTX in late 2022. US regulatory agencies continue to form rules and guidelines around
digital assets, which will enable deeper integration within traditional finance platforms
and provide secure accessibility to more investors diversifying their portfolios.

Bitcoin's network hashrate has exploded higher thanks to further improvements in ASIC
efficiency, continued infrastructure buildout in the US and a higher Bitcoin price. As
price rises, previously unprofitable mining rigs become profitable once again and are
economical to turn back on. Various US state legislatures have also recently passed safe
harbor laws for Bitcoin miners. Many variables determine mining profitability, including
Bitcoin price, network difficulty, block reward, and transaction fees.
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Chart 1: Rate Probabilities Currently Pricing in Cuts for the Remainder of Year
Real-time inflation projections are now below the current Fed funds rate and PCE
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Chart 2: Despite the YTD Price Rise, Bitcoin Remains Below the 2-year MA
The two-year moving average multiplier suggests Bitcoin remains oversold
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Chart 3: Ethereum has Remained in a Multi-month Range Bound Price Structure After the Mass Deleveraging Events Throughout 2022

Ethereum price has lagged Bitcoin and continues to hold within a tight range. Although the Ethereum price firmly crossed above the 200 daily moving average (DMA) in January,
very little bullish momentum has followed over the past few weeks. The current price consolidation at the range high is a potential sign of building bullish momentum. The
1.618 Fibonacci extension and measured move of the range breakout yields a target zone of $2,400 to $2,700. Yearly pivots also suggest key levels at $1,800 and $3,100.
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News Review

Coinbase Gets SEC Notice Signaling Intent to Sue
Over Crypto Offerings

Coinbase CEO on Wells Notice: We are proud to
stand up for our customers and the industry in
these moments.

Custodia Bank Stands Firm in Response to the
Fed

Fed Explains Why Custodia Got an 'F' on Its
Examination

Binance and Its CEO Sued by CFTC Over US
Regulatory Violations
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2000" provided by FTSE Russell and is a small-cap stock market index that makes up the smallest 2,000 stocks in the
Russell 3000 Index. "Dow Jones Ind." provided by S&P Dow Jones Indices and is a price-weighted measurement
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Past performance is not indicative of future results. Investments may be
speculative, illiquid and there is a risk of total loss. There is no guarantee that
any specific outcome will be achieved.There is no guarantee that any specific
outcome will be achieved. This is not an offer to buy or sell securities. We do not
offer legal, tax or financial advice. Information is purported to be as of the time
period provided therein. Charts/graphs are for illustrative purposes only.

Cautionary Statement Concerning Forward-Looking Statements:

This document contains forward-looking statements. In addition, from time to time,
we or our representatives may make forward-looking statements orally or in writing.
We base these forward-looking statements on our expectations and projections
about future events, which we derive from the information currently available to us.
Such forward-looking statements relate to future events or our future performance,
including: our financial performance and projections; our growth in revenue and
earnings; and our business prospects and opportunities. You can identify
forward-looking statements by those that are not historical in nature, particularly
those that use terminology such as “may,” “should,” “expects,” “anticipates,”
“contemplates,” “estimates,” “believes,” “plans,” “projected,” “predicts,” “potential,” or
“hopes” or the negative of these or similar terms. In evaluating these forward-looking
statements, you should consider various factors, including: our ability to change the
direction of the Company; our ability to keep pace with new technology and changing
market needs; and the competitive environment of our business. These and other
factors may cause our actual results to differ materially from any forward-looking
statement. Forward-looking statements are only predictions. The forward-looking
events discussed in this document and other statements made from time to time by
us or our representatives, may not occur, and actual events and results may differ
materially and are subject to risks, uncertainties and assumptions about us. We are
not obligated to publicly update or revise any forward-looking statement, whether as
a result of uncertainties and assumptions, the forward-looking events discussed in
this document and other statements made from time to time by us or our
representatives might not occur.
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