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Bitcoin transfer flows on retail exchanges are riding five-year lows, suggesting institutional OTC
sales have driven Bitcoin’s value through 2021
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The first bitcoin futures ETF — the ProShares Bitcoin Strategy ETF — was approved on October 15th, making it
easier for investors to access the most well-known cryptocurrency. Not surprisingly, Bitcoin’s network value (the
market capitalization) surged on the announcement, reaching $1.13T (equating to $61,571 per coin). However, this
was not the first time Bitcoin’s capitalization crossed $1T: as the orange line in the chart shows, Bitcoin’s total
value has crossed this threshold several times since 2020, with significant volatility along the way.
Certainly, the ProShares ETF approval has provided more access to investors, and the October run-up can at
least be partially attributed to this new channel. However, there also appears to be an evolving demand dynamic
in terms of investor type, which could create broader acceptance of cryptocurrency as an asset class in the
coming years. We can examine this trend by looking at the types of transactions on the bitcoin network to see
what has changed over the last five years.
Illustrated in blue and on the left axis is bitcoin’s daily exchange-to-network flow ratio: this measures bitcoin
transfers on open exchanges (both inflows and outflows) as a percent of total network transfers. The total network
is a classic ledger of accounts, the blockchain technology which serves as the foundation for all cryptocurrencies;
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transfers are debits and credits to and from accounts. Transfers are classified as either open exchange (retail
investors), or over the counter (i.e., wholesale, OTC — more akin to institutional investors). As the ratios in
blue approximate open exchange flows, the remaining network transfers approximate OTC flows. Overlaying
exchange flows and network value propounds the degree to which exchanges drive or do not drive asset
appreciation. To that point, the data illustrated above suggests three points:
1. Historically, retail participants via open exchanges drove Bitcoin demand. Daily exchange-to-network
flows surged from mid-2017 through mid-2020, averaging ~35.2%, with a high of 99.4%.
2. Around August 2020, the drivers of demand shifted. Daily exchange-to-network flows decreased and have
sustained five-year lows, averaging ~15.4% in 2021, with a low of 0.8%.
3. OTC transfers correspond with the 2021 rally, averaging ~84.6% of network transfers. Although it is
not definitive, this implies institutional wholesale transfers are the dominant driver of Bitcoin’s value
appreciation through 2021.
Taking this analysis a step further, it appears that more institutional money is driving demand for bitcoin. In
the past, the infancy of the asset class coupled with the radical volatility of returns was enough to frighten
most institutional investors off. If the trend suggested by this chart continues, however, bitcoin and other
cryptocurrencies may become a more common holding across institutional portfolios.
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Marquette Associates, Inc. (“Marquette”) has prepared this document for exclusive use by the client or third party for which it was prepared. The information
herein was obtained from various sources, including but not limited to third party investment managers, the client’s custodian(s) accounting statements,
commercially available databases, and other economic and financial market data sources.
The sources of information used in this document are believed to be reliable. Marquette has not independently verified all of the information in this document
and its accuracy cannot be guaranteed. Marquette accepts no liability for any direct or consequential losses arising from its use. The information provided
herein is as of the date appearing in this material only and is subject to change without prior notice. Thus, all such information is subject to independent
verification and we urge clients to compare the information set forth in this statement with the statements you receive directly from the custodian in order to
ensure accuracy of all account information. Past performance does not guarantee future results and investing involves risk of loss. No graph, chart, or formula
can, in and of itself, be used to determine which securities or investments to buy or sell.
Forward‐looking statements, including without limitation any statement or prediction about a future event contained in this presentation, are based on
a variety of estimates and assumptions by Marquette, including, but not limited to, estimates of future operating results, the value of assets, and market
conditions. These estimates and assumptions, including the risk assessments and projections referenced, are inherently uncertain and are subject to
numerous business, industry, market, regulatory, geopolitical, competitive, and financial risks that are outside of Marquette’s control. There can be no
assurance that the assumptions made in connection with any forward‐looking statement will prove accurate, and actual results may differ materially.
The inclusion of any forward‐looking statement herein should not be regarded as an indication that Marquette considers forward‐looking statements to be
a reliable prediction of future events. The views contained herein are those of Marquette and should not be taken as financial advice or a recommendation
to buy or sell any security. Any forecasts, figures, opinions, or investment techniques and strategies described are intended for informational purposes
only. They are based on certain assumptions and current market conditions, and although accurate at the time of writing, are subject to change without
prior notice. Opinions, estimates, projections, and comments on financial market trends constitute our judgment and are subject to change without notice.
Marquette expressly disclaims all liability in respect to actions taken based on any or all of the information included or referenced in this document. The
information is being provided based on the understanding that each recipient has sufficient knowledge and experience to evaluate the merits and risks of
investing.

About Marquette Associates
Marquette was founded in 1986 with the sole objective of providing investment consulting at the highest caliber of service.
Our expertise is grounded in our commitment to client service — our team aims to be a trusted partner and as fiduciaries,
our clients’ interests and objectives are at the center of everything we do. Our approach brings together the real-world
experience of our people and our dedication to creativity and critical thinking in order to empower our clients to meet their
goals. For more information, please visit www.MarquetteAssociates.com.
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