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Part |:

Overview on the World of Cryptos: Technology,
Stakeholders




THE TECHNOLOGY: BACKGROUND - BITCOIN & THE BLOCKCHAIN

= Bitcoin is the first blockchain system.

= White paper “Bitcoin: A Peer-to-Peer Electronic Cash System” published in October
2008

= Laid out concept of a peer-to-peer network to cryptographically secure transactions,
which can be executed outside the traditional financial system and without the need for
a centralized third-party

= Bitcoin and most cryptocurrencies are “mined” by computers completing a complex
algorithm; those that solve it successfully are paid in bitcoin (“proof-of-work™).

= The technology runs on a blockchain, a distributed open ledger that tracks all prior
transactions.

= “Cryptoeconomics” (a form of game theory) is essential to the operation of the
blockchain; incentives and disincentives are established, which support the entire self-
regulation mechanism of the network.
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THE TECHNOLOGY: THE TRANSACTION MECHANICS FOR ABITCOIN

= Bitcoin 101:

Each bitcoin address has a public and private key. Anyone can send bitcoins to a
public key but you need a private key to send bitcoins

The bitcoin blockchain keeps track of all bitcoin transfers (i.e. ledger)
All bitcoin transactions are irreversible

Bitcoins (i.e. the private keys) are usually stored in digital wallets but can be stored
on offline hard drives or vaults

Bitcoin Address Private Key (Wallet Import Format)

Private key

1M3RLrXve5wcT2ZcJuBWXoXjdh4WXcWQAS l

SKBBwET76VsatQiRa5wIpGng7758FAz4vLkMxAry80QnyZTdQJIXPn

Private Keys/Public Keys: insert the private key into the SHA-256 (secure hashing
algorithm) designed by NSA and you get a public key.

However, it is computationally infeasible to compute the private key from the public
key. This design ensures security. s
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THE TECHNOLOGY: HOW IT WORKS...

How it works:
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THE STAKEHOLDERS OF A PUBLIC BLOCKCHAIN NETWORK
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CRYPTO INNOVATION WAVES

Crypto progresses in waves that from the outside look chaotic but have an underlying order.
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THE TECHNOLOGY: WHY DOES THIS ALL MATTER?

= One way to think of blockchains is as a new type of virtual computer built on top of a
decentralized network of physical computers. Blockchains provide game-theoretic
trust guarantees that the code they run will continue to operate as designed.

= Based on breakthroughs in cryptography and decentralized design, blockchain
technology introduces scarcity to the digital world, making the concept of internet-native
value possible.

= |t opens up a new avenue for designing, implementing and monetizing open peer-to-
peer computer networks and allows developers to design and build a wide range of new
digital primitives & services (e.g. digital assets, digital money, digital goods, community
owned and operated digital services where the network participants accrue the value
through tokens, decentralized finance applications and many more).

= |t offers the potential to streamline processes across a number of industries, such as
inter-bank settlement and auditing.

= Finally, it holds the hope for a new, more decentralized version of the internet, where
users can control their privacy and monetize their data (in similar fashion to Bitcoin
where users control their bitcoins by holding their private keys).
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Part Il
Parallels Between Crypto/Blockchain and the Internet:

Is This a Venture Bet?




BLOCKCHAIN & INTERNET

= While the internet promised to enable the decentralized and efficient creation and
exchange of information, the crypto/blockchain space is promising to enable the
decentralized and efficient creation and exchange of value in multiple forms.

= NEWSWEEK MAGAZINE, 1995:

https://www.newsweek.com/clifford-stoll-why-web-wont-be-nirvana-185306

“...we'll order airline tickets over the network, make restaurant reservations and
negotiate sales contracts. Stores will become obsolete. So how come my local mall does
more business in an afternoon than the entire Internet handles in a month? Even if there
were a trustworthy way to send money over the Internet—which there isn't—the network
IS missing a most essential ingredient of capitalism: salespeople.”
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BLOCKCHAIN & INTERNET

= Protocol evolutions are gradual but have historically led to transformations in the way we
share data.

1980 1982 1985 1989 1993 2008 2014 2014

. . Value Storage Decentralized
File Transfer . Domain Web . . ..
Protocol Email Voice over IP and Transfer Application Protocol

(“FTP”) (“SMTP”) Nar(tleD;\git)em F:Xﬂﬁ.':l!g},l;s (“VOIP”) Protocol Protocol Innovation
(“Bitcoin”) (“Ethereum”)

Existing protocols lack proper incentive structures to motivate developers to maintain/update standards. This responsibility
often fell on non-profit organizations or government-sponsored groups.
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BLOCKCHAIN & INTERNET

_ BLOCKCHAIN INTERNET DETAILS
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Blockchains are low transactions per second relative to centralized
systems

Blockchain has 50M users (including Coinbase, Binance)
Internet has 3000M

Blockchains are immutable by design

Public-private key encryption means an individual controls the key to
their assets

Cryptographic primitives such as zero-knowledge proofs enable
privacy from counter-parties and third-parties
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CRYPTO WILL REACH MARKETS NOT YET DISRUPTED BY THE INTERNET

CENTRALIZED

CRYPTO ENABLED

Source: Electric
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BANKS

Bankof America

$110B REVENUE

ANCHORAGE

A modern bank: Self-custody of
digital assets, backed by A16Z.

BROKERAGES

$9B REVENUE

coinbase

Coinbase has an $8B valuation.

NYSE/ICE is building an exchange.

DERIVATIVES

Cboe

$3B REVENUE

5Y / 8X

Open source digital derivatives

and lending platform.

PRIVATE PAYMENTS

$1.6T IN CIRCULATION

BCODA

Send money instantly with
cryptographic privacy.
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ESTIMATED CRYPTO USERS (2013-2018) VS. INTERNET USERS (1990-95)
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BLOCKCHAIN & VENTURE CAPITAL
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Part lll:
Review the “Cryptos as Money” Debate and the Various

Different Types of Crypto Assets




STORE OF VALUE: SEIZURE-RESISTANT, PRIVATE, EASY TO TRANSPORT

STORE OF VALUE FEATURE DETAILS / EXAMPLE CRYPTO US DOLLAR e FINE ART s el IR

CURRENCY IN COUNTRY COUNTRY

An oppressive government cannot

Difficult to seize ‘ : o Yes No No No No No Yes
easily take it from a citizen
. Your neighbors and your government
Private Yes Yes Somewhat Somewhat Yes No Yes
do not know how much you own
Easy to transport Can flee Nazi Germany,_etc. and take Yes Sontewhat No No No No No
(some) wealth with you
. : : . No in most

Can buy in a private-party transaction Y \{ . N N Y N
Easy to acquire uy in a private-party i es es B, o o es o
Easy to transfer Can be made liquid in case of need Somewhat No Yes Somewhat No No Yes

Uncorrelated i i i
' Useful in portfolio and against black Yes Yes Yes Yes Yes Yes Yes
with other assets swan events
Limited Volatility Relative to alternatives, volatility may No Yes Yes No Yes Yes Yes
be acceptable
2
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STABLECOIN SUPPLY HAS GROWN TO $10 BILLION
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DECENTRALIZED FINANCE (DEFI) COLLATERAL IS AT $1 BILLION

Total Value Locked (USD) in DeFi

TVL(USD) | ETH | BTC | DAI All | 1¥ear | 90 Day | 30 Day | 7 Day
$1.4B

$1.28
$1.0B
$800M
$600M

$400M
Jul Sep Mov Jan Iar May
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CRYPTOASSETS ARE NOT JUST MONEY

Classification of Cryptoassets | Store of Value

[.-'Tokens

_.-Stablecoins

Currencies &  ..-""

- - - ‘Payment Tokens

."Commodities L
_Governance
. " Tokens
Cryptoassets =+ -------- Utility Tokens -:..
: ’ . Discount
Tokens

"Security Tokens

“.Burn & Mint
Tokens
= 7 Utility tokens capture the = 7 Currencies & commodities
" value of trustless coordination [_ j focused on payments and store
of actors within a network. of value will converge towards

Bitcoin, Ethereum, ZCash,
Monero and Stablecoins.

Source: Fabric Ventures

20 Analysis

"‘Work Tokens -::---

Security tokens represent the
value of the underlying

off-chain asset with a markup
for liquidity, divisibility and

access.
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Part |V:

Regulations




REGULATIONS

Crypto Regulations by Country

How do different countries around the world approach crypto-regulations?

Light Tight No data

@ ® @ ® O

{© Russia
ﬂ o Crypto exchanges: Grey area
-~ -~ B 1COs: Grey area
Canada @ EU @ Lithuania W™ ® Upcoming leglsiation: Yes
’ Crypto exchanges: Regulated

Crypto exchanges: Regulated -+t Crypto exchanges: Grey area g ICOs: Regulated

ICOs: Regulated E 1 ICOs: Grey area i ol

Upeoming legislation: Yes

Upecoming legisiation: Yas
(Fifth Anti-Money Laundering

Upcoming legislation: Yes

China

S Crypto exchanges: Grey area
s Directive, Jan 2020) z ICOs: Gray area

D Ypeoming leglislation: Yes

Crypto exchanges: Grey area
ICOs: Grey area

Upcoming legisiation: Yes

Crypte exchanges: Regulated
1IC0Os: Grey area

Upcoming legislation: Yes

\—{_@ Japan
ﬁ, Crypto exchanges: Grey area

% Mt r 7 " S. re
() Nigeria @ India @ Korea
ICOs: Grey area ey Kenya : Cr )
o - L) 3 pto exchanges: Grey area
Upcoming legislation: Yes Ecuador i) Venezuela ) Jcéls: Bonned d 3
Upcoming legislation: Yes

@ Bolivia Brazil

&) Zimbabwe

@® s.Africa

Mexico @

K Crypto exchanges: Regulated
ICOs: Regulated

Upcoming legislation: Yes

@& Chile Switzerland @—

Crypto exchanges: Reguloted
ICOs: Regulated
Upcoming legislation: Yes Singapore

(O Australia

Crypto exchanges: Greyarea
ICOs: Grey area

Upcoming legislation: Yes

3 = 1 paint

Source: Comply Advantage

2 Evanston CaprtaL

MANAGEMENT




Resources & Legal Disclosures




RESOURCES

= General Background: https://medium.com/@marcos717/the-promise-s-of-crypto-9343fa6328dd;
https://dealbook.nytimes.com/2014/01/21/why-bitcoin-matters/;
https://www.nytimes.com/2018/01/16/magazine/beyond-the-bitcoin-bubble.html;
http://continuations.com/post/148098927445/crypto-tokens-and-the-coming-age-of-protocol;
https://www.nickgrossman.is/2018/cryptonetworks-and-why-tokens-are-fundamental

= Cambridge Associates paper on investment landscape:
https://www.cambridgeassociates.com/research/cryptoassets-venture-into-the-unknown/

» A16z Crypto Canon & Start-up School: https://al16z.com/2018/02/10/crypto-readings-resources/;
https://al6z.com/crypto-startup-school

= lconfirmation Newsletter: https://www.1confirmation.com
= Multicoin Blog: https://mulitcoin.capital
= Placeholder Blog: https://www.placeholder.vc/blog

» Books: “Mastering Bitcoin” by Andreas Antonopoulos https://www.amazon.com/Mastering-Bitcoin-
Unlocking-Digital-Cryptocurrencies/dp/1449374042

= Podcasts- https://podcasts.apple.com/us/podcast/base-layer/id1445373535;
https://podcasts.apple.com/us/podcast/on-the-brink-with-castle-island/id1480586463

= LIBRA: https://al6z.com/2019/06/18/libra/; https://www.usv.com/blog/why-usv-is-joining-the-libra-
association; https://medium.com/@marcos717/the-importance-of-libra-f6ca87e8ala7 P
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LEGAL DISCLOSURES

The information contained herein does not constitute an offer to sell or a solicitation of an offer to purchase an interest in any
fund of private fund (a “Fund”) managed by Evanston Capital Management, LLC (“ECM”). The information contained herein is
solely for informational purposes, is current as of the dates set forth herein and is subject to change from time to time. The
information presented herein is not intended to be used, and cannot be used, as investment advice.
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