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Digital Assets as an Inflation Hedge?

NIC SOLECKI, RESEARCH ASSOCIATE

Little historical correlation exists between CPl and an index of blockchain-based assets
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CCi30 Correlations - Daily Returns

1-Year 3-Year 5-Year 10-Year

Bitcoin 0.90 0.88 0.86 0.56
S&P 500 0.10 0.01 0.01 -0.08
CPI 0.03 0.02 0.01 -0.02

Source: Bloomberg, FRED, and Messari

With inflation a top concern for investors, digital assets and cryptocurrencies have reemerged in several
narratives as a potential inflation hedge. Crypto proponents have long purported bitcoin as deflationary,
citing the crypto’s finite supply and diminishing mining rewards. This week'’s chart looks at daily market values
of the S&P 500, CPI, bitcoin, and the Cryptocurrencies Index 30 (CCi30), supplemented with correlations. The
CCi30 is an index of the top 30 free-floating digital assets by market capitalization, designed to objectively
measure the performance of blockchain-based assets, excluding pegged assets known as stablecoins.

Typically, an inflation hedge should correlate and increase in value as inflation increases. The data suggest
digital asset performance relative to inflation is intermittent with negligible correlations ranging between
-0.02 and 0.03 over the trailing 1-, 3-, 5- and 10-year periods. Although there have been several periods
— April 2020 and May 2021 — where digital assets moved in step with inflation, there are just as many
divergent periods — May 2017 or January 2022. With U.S. adoption of crypto prior to 2020 largely driven by
retail investors and opportunistic hedge funds, it is possible that the observed crypto-inflation correlations
were the result of short-term momentum and investor sentiment. Looking ahead, advances in institutional
adoption could change the crypto-inflation dynamic, with implications for market behavior, volatility, and
portfolio application. At this point, however, there is little evidence that cryptocurrencies offer a hedge
against inflation, but given the limited data available, this is worth monitoring over the coming years. »
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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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