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For the better part of 2023, Revelo Intel has been dedicated to guiding DeFi enthusiasts and
serious investors through the complex and often unpredictable world of crypto. We understand
that this industry is filled with uncertainty and volatility, making informed decision-making
crucial for success.

Our approach is to provide you with data-driven insights and objective overviews of the most
relevant projects and news in the crypto space. We go beyond simply summarizing
whitepapers; our focus is on deep analysis and understanding of the underlying mechanisms.
As well, we do our best to offer timely analysis to help you anticipate market trends and
understand potential catalysts, providing actionable insights that allow you to tailor strategies

to your investment goals.

Driven by the core ethos of correcting information fragmentation, we dive into the nuances of
each project, examine the team behind it, analyze how token distribution impacts various
stakeholders, and assess how teams respond to challenges in real time. Understanding the
different tokenomic models and how they create value for token holders is a key aspect of our

research.

Our obligation is to our users and protocol partners alike. As such, we strive to be the most
comprehensive repository of all things crypto. We understand the diverse constituency of our
user base, from those new to DeFi to educated users and institutional investors, and therefore
we continuously refine our research process, with a strong emphasis on risk evaluation and

comprehensive analysis.

The growth and success of crypto depend on ongoing education and the presence of positive,
informed voices. Despite the ups and downs of the industry, our confidence in the potential and
resilience of this industry remains strong. We view the market's cycles, though sometimes
painful, as essential phases that pave the way for its progress and adoption, allowing true

believers and innovative builders to emerge and thrive.

Annual Intel is an extension of the work that we do. It attempts to both educate and
contextualize important trends and narratives for the past year and offers a look forward into
the next (and beyond). We offer you our thoughts, and some predictions along the way. Like
our comprehensive reports, whether you choose to read them in its entirety or in parts is your

prerogative, but in its totality, it will give you a great understanding of the industry as it stands.
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OUR INSPIRATION

Drawing inspiration from Erik Vorhees’ speech at permissionless, we've also asked ourselves,

why are we here? So far, the path to mass adoption has been full of obstacles, making it hard
to see the light at the end of the tunnel.

2023 has been a pivotal year in crypto, marked by significant challenges and advancements.
Amidst the turmoil of market collapses, frauds, hacks, and failed ventures, it's crucial to reflect
on why we endure this journey. Crypto is more than just a blend of money and technology; it's
a platform for innovation, challenging traditional business models and offering new

possibilities.

Crypto's appeal lies in its potential to remove friction and simplify our lives. It's a journey
towards redefining digital rights and ownership, where blockchain technology empowers
individuals with control over their digital assets. This shift has the potential to transform
various industries, from art and music to gaming and social media, enabling creators to connect

directly with their audience and monetize their work without intermediaries.

It's not an overstatement to say that it has the power to change the world as we know it. The
industry's growth is evident in the widespread adoption of cryptocurrencies, with a significant
number of people globally now owning or trading them. However, the market remains volatile,
and challenges like the SUSDC depeg highlight the need for ongoing development and

stabilization.

Looking ahead to 2024, the potential approval of spot ETFs for Bitcoin and Ethereum is a major
milestone. Yet, this bull market may differ from previous ones, as it seems driven more by
external capital entering through traditional financial channels rather than internal innovations.
This shift raises questions about whether the industry will see the same level of innovation

and excitement that characterized previous bull markets.
In such a dynamic market, agility is key. Narratives and trends in crypto are constantly evolving,

and staying informed is crucial for success. The concept of thought arbitrage applies here,
where early adopters and savvy investors capitalize on emerging narratives before they
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https://www.youtube.com/watch?v=2XlYSmIlpfs

become mainstream. As these narratives evolve and more participants join, the opportunities

for significant gains diminish, prompting smart capital to seek new emerging opportunities.

Image: Nick Drakon on Financial Literacy
- Nick Drakon &
4 @NickDrakon
GM & Happy Sunday!
| became a dad this weekend.

Bought him a Bitcoin for $43.,600 that he wont be able to sell for 25
years.

I'll explain why | bought it & why he can’t sell it as soon as he is able to
understand.

Financial literacy and awareness is the best gift.

4:07 AM - Dec 10, 2023 - 141K Views

Source: Nick Drakon (Twitter
The crypto industry is at a crossroads, balancing innovation, regulation, and mainstream
adoption. The journey ahead is filled with both challenges and opportunities, and it's essential

to navigate this landscape with an open mind and a willingness to adapt to the ever-changing
crypto environment.

We, at Revelo Intel, will stand at these crossroads, face these challenges head-on, and
embrace these opportunities right alongside you.
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A YEAR OF UPS AND DOWNS

THE WAY TO SUCCESS IN THE MARKETS
ALWAYS REMAINS THE SAME. HUMAN
NATURE IS DRIVING THE MARKET. AND

HUMAN NATURE DOESN'T CHANGE.

JESSE LIVERMORE

2023 has been a great year for crypto, leaving behind past challenges and witnessing
institutional demand. With FTX, LUNA, 3AC, and Celsius out of the way, being in crypto has
become cool again.

Slowly but surely we are seeing more regulatory clarity, and institutional demand has driven
the development of more professional services across many domains, from custody to
research. As the level of maturity of these markets increases, the liquidity conditions will

improve as well, attracting more demand and reinforcing a positive feedback loop.
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Headlines of the Year

FORECASTS MAY TELL YOU A GREAT
DEAL ABOUT THE FORECASTER, THEY
TELL YOU NOTHING ABOUT THE FUTURE

WARREN BUFFET

2023 was a year that witnessed significant shifts, not just in the global macroeconomic
landscape but also within the world of crypto. Amidst a backdrop of soaring inflation rates,
aggressive quantitative tightening policies, bank defaults, and geopolitical tensions, the
industry carved out its own space in the headlines, capturing the attention of investors,

regulators, and DeFi enthusiasts.

From technological advancements to regulatory milestones, and from market lows to new
highs, the crypto world was full of activity and developments. For that reason, we have
considered starting out by highlighting the five most significant headlines of the year. These
headlines, presented in no particular order, not only shaped the industry's trajectory over the

past twelve months but also laid the groundwork for its future direction.
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The Depeg of SUSDC

On March 10th, SUSDC fell significantly below its peg, marking a low point in the bear market
as confidence in stablecoins waned. Before this event, SUSDC was perceived to be the safest
option among stablecoins, with the only real mark against it being the fact that it was
centralized.

However, it was widely accepted on-chain by DeFi protocols, while SUSDT dominated trading
activity on CEXs. This unexpected depeg caused by a failure of the traditional financial system
created an uncertain environment for on-chain investors seeking safety. This long weekend
was the most profitable trade of the year for many whales, while it also hindered the progress
of those who panicked and sold at a loss.

Image: Will Coinbase Resume USDC Redemptions?

Polymarket i& @Polymarket - Mar 11
Leaving this right here for all the hedgers

@ Polymarket
Will Coinbase resume USDC
redemptions by Monday night?

 p— Yes 100¢

n O 23

Source: Polymarket (Twitter)

thi 10K R

=

This event, largely triggered by the collapse of Silicon Valley Bank (SVB), one of the entities
responsible for processing SUSDC redemptions, resulted in a depegging as large as 13%.
Following a reported $1.8B loss on its long-dated bond portfolio, SVB's stock plummeted
which triggered a loss of depositor confidence and led to a rapid and large-scale withdrawal of
funds.
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Circle, the issuer of SUSDC, had $3.3B (approximately 8% of its reserves) with SVB, and
without government intervention, the firm could have faced significant losses, potentially
impacting SUSDC's stability and peg to 1 USD.

To have a ‘safe-haven’ asset like SUSDC drop this far below peg shows us that there is still an
inherent lack of confidence in current stablecoin options. SUSDC hit a low of $0.87 on March
11 and managed to return to $0.99 on March 13, 2023. The recovery happened when the US
government announced a bailout for the banks, ensuring Circle's assets were safe.

Image: Headline - A Bank Goes Kaput!

GOEb KAPUT

Silicon Valley Bank, which benefitted hugely
in the era of easy monetary policy, went under
as central banks across the world began to
tighten monetary policy and inflation spiralled
out of control because of the Ukraine war

Source: Money Control

As much of a stain as this event could have left on crypto, it's worth noting that a lot of people
made a lot of money buying this depeg. Of course, a lot of people also lost a lot of money in
panic selling. This is a true reflection that as much progress as the industry has made, we still

very much live in a PvP environment.

Despite its valiant repeg, SUSDC’s market cap has only been in decline since the event.
Meanwhile, SUSDT has been the benefactor of much of that market share.
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Image: SUSDC Market Cap Down Only Since Depeg
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With that said, we believe that events like this can lead to a stronger, more resilient landscape

particularly as it sparked interest in creating more decentralized stablecoin alternatives. It must

be noted that during this banking crisis, many people ran to Bitcoin as a safe haven.
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BlackRock Announces Filing for a Bitcoin ETF

BlackRock's ETF announcement stands as one of the most impactful headlines of the year, with
the narrative picking up steam heading into next year’s halving. SBTC’s price surged in
response to this news, reacting swiftly to updates and new information. Even erroneous
information, i.e., fake news significantly influenced the price, as a false tweet from
Cointelegraph claiming that BlackRock's SBTC ETF had been approved sent the price soaring.

The initial filing for BlackRock's ETF was disclosed back in June 15, 2023, with SBTC trading at
525,586 at the time. This prompted other institutions to amend their filings in line with any
guidance provided by the SEC. These Bitcoin ETFs symbolize a shift in institutional sentiment

towards crypto.

Image: Cointelegraph’s Fake News

Latest post
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= 2 BREAKING: SEC APPROVES ISHARES BITCOIN SPOT ETF,
REPORTEDLY.
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Source: Cointelegraph

As we approach 2024, SBTC is trading above $40k, 100%+ YoY, reflecting the market's
positive response. The Spot Bitcoin ETF, in particular, helps institutions buy SBTC more easily,

marking a significant milestone in boosting institutional adoption.

While an ETF may not be the ultimate instrument for facilitating Bitcoin adoption, it's
undoubtedly a significant step forward and a superior instrument compared to a Futures ETF.
The adoption of Bitcoin and crypto hinges on two factors: the supply of crypto products and
the demand for them.
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On the supply side, considerable progress has been made to simplify the acquisition and use of
crypto, including the growth of CEXs and the improvement of DEXs user experience.

On the demand side, the new generations are more open to investing in crypto, possibly due to
their greater tech-savviness and the economic pressures of inflation, which necessitate higher
returns on investments.

Image: Bitcoin Supply Held/Traded Post BlackRock Announcement
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Following the Blackrock #Bitcein 3 ETF request announcement on June
15th, the share of Bitcoin supply held/traded by US entities has
experienced a notable uptick, marking a potential inflection point in
supply dominance if the trend is sustained.
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Even in all of these developments, Bitcoin remains the simplest cryptocurrency to acquire. The
cohort of people who may purchase Bitcoin through an ETF likely have little interest in

self-custody or decentralized wallets. An ETF provides these individuals with a means to
speculate on the asset's price without the need to create a wallet or sign up for a CEX.

It should also be noted that BlackRock has filed for a spot Ethereum ETF on November 16,
2023, further showing its desire to expand its cryptocurrency offerings.
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Binance: CZ Steps Down

The recent resolution of legal issues surrounding Binance and its CEO, CZ, marks a significant
moment for the crypto industry. Binance faced charges related to money laundering, operating
an unlicensed money-transmitting business, and breaching US sanctions. However, it's
important to note that the charges did not involve misappropriation of user funds or market
manipulation.

CZ's guilty plea and the subsequent fine, which turned out to be less severe than anticipated,
indicate that Binance is likely to maintain its position as a leading exchange in the foreseeable
future. This development could be a catalyst for the broader industry, encouraging other
exchanges to strengthen their compliance measures and participate in surveillance-sharing
agreements.

Image: Nick Drakon on CZ’s Announcement

(m Nick Drakon € @NickDrakon - Nov 21
4 Well played sir, well played.

0 CZ ¥ BNB ) @cz binance - Nov 21

Today, | stepped down as CEQ of Binance. Admittedly, it was not easy
to let go emotionally. But | know it is the right thing to do. | made
mistakes, and | must take responsibility. This is best for our
community, for Binance, and for myself.

Show more
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Source: Nick Drakon (Twitter)

This shift towards regulatory compliance in the crypto industry could bolster institutional
adoption of Bitcoin and potentially increase the likelihood of a spot Bitcoin ETF being approved
in the US. The industry is likely to see a transition from unregulated platforms primarily serving

retail investors to more regulated venues catering to institutional clients.

However, this move towards compliance could also lead to enforcement actions that might
negatively impact DeFi protocols and US-based teams. Binance has played a significant role in
introducing many users to the crypto space, particularly those who may have been
underserved by traditional financial institutions. Moving forward, the challenge for platforms
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like Binance is to navigate the complexities of regulatory compliance while continuing to serve
their diverse user base and promote financial inclusion.

Image: JP Morgan on Binance’s Settlement
=3 TheBlock
@TheBlock__

EXCLUSIVE: JPMorgan says Binance settlement 'positive’ as it eliminates
potential systemic risk from hypothetical collapse
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Source: The Block (Twitter)

Ultimately, the settlement with Binance underscores the growing regulatory attention on the
crypto industry as it matures and expands, highlighting the need for a balance between
innovation and regulatory compliance. This makes the industry more antifragile; the bearish
event is over, and investors feel safer without the uncertainty over their heads.
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Ripple Court Victory Against The SEC

In 2020, the U.S. Securities and Exchange Commission (SEC) filed a lawsuit against Ripple,
alleging that $XRP, Ripple's digital currency, was an unregistered security. The case covered
various elements, including Ripple's sales of SXRP to institutions and retail investors,

payments to employees, and sales by the founders.

On July 13, 2023, the U.S. District Court for the Southern District of New York delivered a
mixed ruling. It determined that Ripple's sales of XRP to institutions were securities
transactions, but it did not classify other aspects of the case, such as retail sales and employee

payments, in the same way.

Image: Headline - SEC Cannot Appeal Ripple Labs Decision
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US SEC cannot appeal Ripple Labs
decision, judge rules
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Source: Reuters

This ruling led to a significant increase in $XRP's value, nearly doubling it, and resulted in
SXRP being relisted on several exchanges. Most importantly, the court ruling has significant

implications for the industry as a whole.

The court ruled that XRP, as a digital token, is not inherently a security. Instead, whether XRP
is considered a security depends on the circumstances of its sale and distribution. This case
marks the SEC's first loss regarding the classification of a cryptocurrency as a security. It sets a
precedent and may affect ongoing and future SEC actions against crypto issuers and

exchanges.

The court also denied the SEC's request for an interlocutory appeal regarding the decision on

secondary trading platform transactions. This part of the ruling suggests that purchases or
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sales of digital assets on secondary trading platforms may not necessarily be considered

securities transactions.

On October 19, 2023, the SEC withdrew its claims against Ripple CEO Brad Garlinghouse and
co-founder Chris Larsen, marking a significant development in the case. However, the
summary judgment set by this case is non-binding, meaning it doesn't establish a definitive
legal precedent. It does, however, raise questions about the application of the Howey test,

traditionally used for direct sales, to transactions on secondary markets.

Image: Katherine Kirkpatrick Bos on SEC Dismissal of Case

Katherine Kirkpatrick Bos
! @kkirkbos

The SEC has voluntarily dismissed the case against #Ripple senior
execs. This means they can proceed to appeal the Ripple decision much
sooner--otherwise they would have had to wait until the conclusion of
that trial in the late spring.
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Source: Katherine Kirkpatrick Bos (Twitter)

The Ripple case's outcome has significant implications for the cryptocurrency industry,
particularly concerning fundraising and investment strategies. The way digital asset sales are
treated in secondary markets could vary depending on the final results of any appeals in this
case. This situation highlights the ongoing challenges and complexities in applying traditional

securities laws to the evolving world of digital assets.
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Sam Bankman-Fried Found Guilty of Fraud

In November 2022, FTX, a major crypto exchange, faced a severe liquidity crisis triggered by a
CoinDesk report exposing questionable financial practices at Alameda Research, closely
associated with FTX. This revelation led to a massive wave of customer withdrawals, fueled by
concerns about FTX's financial health and its ties to Alameda Research. Efforts to rescue FTX,

including a potential buyout by Binance, fell through, resulting in FTX declaring bankruptcy.

Image: Cartoon of SBF in Court
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Source: Reuters
The U.S. government subsequently charged FTX founder Sam Bankman-Fried (SBF) and other

top executives with civil and criminal offenses, accusing them of misusing over $8B in
customer funds. Bankman-Fried was arrested in The Bahamas and extradited to the U.S. to
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face these charges. In October 2023, his trial commenced, and by November 2023, he was
found guilty of all fraud and conspiracy charges.

The trial uncovered that Bankman-Fried diverted funds from FTX to Alameda Research for
various purposes, including political donations. Despite his claims of innocence, testimonies
from former colleagues implicated him in these illegal activities. Bankman-Fried now faces a
lengthy prison sentence, with his sentencing scheduled for March 28, 2024. He has been in

custody since August, following the revocation of his bail due to suspected witness tampering.

Image: The FTX Storm
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Source: The Crypto Times

To repay its customers, FTX received court approval to sell its crypto assets. Initially, FTX can
sell up to S50M in digital assets weekly, potentially increasing to $100M and then to $200M
with further court approval.

Galaxy Digital, led by Mike Novogratz, is managing the liquidation process. The structured

liquidation approach aims to minimize market disruptions. As of November 15, 2023, FTX's
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portfolio includes approximately $2.6B in Solana and Bitcoin, plus $1.7B in other

cryptocurrencies.

FTX is allowed to stake its assets but must seek additional court permission to sell its native

token, SFTT. The company is required to submit regular reports on its sales and staking yields.
The downfall of FTX and the legal actions against Bankman-Fried have significantly impacted

the crypto industry. This event has highlighted the sector's vulnerabilities and regulatory

shortcomings, leading to intensified scrutiny and demands for enhanced regulatory oversight.
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Influential People of the Year

| AM SURE THAT IN 20 YEARS THERE WILL
EITHER BE VERY LARGE TRANSACTION
VOLUME OR NO VOLUME.

SATOSHI NAKAMOTO

In a lot of ways, despite bearish conditions, 2023 was a landmark year for the industry, marked
by groundbreaking advancements and pivotal moments. These developments were driven by

the collective ingenuity and thought leadership of key figures in the space.

The people mentioned below, presented in no particular order, not only shaped the industry's
trajectory over the past twelve months but also laid the groundwork for its future direction.

Hence, it will be worth keeping an eye on them during 2024.
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Vivek Ramaswamy

Vivek Ramaswamy, made a splash this year, announcing his presidential bid in February,
bringing a fresh perspective to the political arena. He has engaged with influencers and
appeared on several crypto podcasts, including Bankless and Unchained’s The Chopping
Block, to discuss his views on the crypto industry.

Vivek has been critical of the enforcement actions against crypto exchanges, arguing that such

measures stifle American innovation and have failed to prevent incidents like the FTX collapse.

Image: Bankless - Vivek Has a Pro-Crypto Policy
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policy

These are his 'Three Planks' of crypto protection that, if elected, he plans
to implement in the United States
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Source: Bankless (Twitter)

Vivek is part of a growing number of politicians, including Republicans Ron Desantis and Ted
Cruz, who are vocal supporters of cryptocurrency. He has vowed to rescind most federal
cryptocurrency regulations and drastically reduce headcount at the SEC. He has also
expressed support for the 'code is law' principle, suggesting that protocols should operate

without legal hindrances.
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Image: Vivek in Action

Source: Fox News

While his chances of winning the presidency are uncertain, Vivek’s candid approach and
advocacy for innovation and regulatory relaxation resonate with the crypto community. His
campaign highlights key issues relevant to the future of cryptocurrency and its integration into

the broader economic and political landscape.
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Changpeng Zhao (CZ)

CZ's resignation as CEO of Binance is widely viewed as a pivotal moment. While some may
see him as a criminal, many see this action as a sacrificial moment in the history of crypto.

To some, his decision to step down and his subsequent deal with US authorities mark the end
of a major phase of scrutiny and criticism that the crypto market faced. This follows other
notable events, such as the legal actions against SBF and Do Kwon.

In June, the SEC sued Binance, accusing it of dealing in unregistered securities, a claim CZ
initially contested. However, in November, CZ agreed to a $4.3B settlement with the U.S.

government, a move that some believe could lift a significant burden off the crypto industry.

Image: CZ on Stepping Down as CEO of Binance (Shortened)

CcZ BNB &
@cz_binance

Today, | stepped down as CEO of Binance. Admittedly, it was not easy to
let go emotionally. But | know it is the right thing to do. | made mistakes,
and | must take responsibility. This is best for our community, for
Binance, and for myself.

Binance is no longer a baby. It is time for me to let it walk and run. | know
Binance will continue to grow and excel with the deep bench it has.
CZ

1:36 PM - Nov 21, 2023 - 291M Views
Source: CZ (Twitter)

CZ's situation draws parallels to Arthur Hayes, the Co-Founder of BitMEX, who faced similar
legal challenges in 2020. Hayes was charged with violating the Bank Secrecy Act and failing
to implement adequate KYC/AML measures. Despite his legal battles, the crypto markets
rallied, leading some to speculate that CZ's resolution with the authorities could similarly
precede a positive turn in crypto market trends.
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Brian Armstrong

Brian Armstrong, the CEO of Coinbase, stands to gain the most from CZ's departure from
Binance. While Binance gained market share in recent years by providing new ways to trade
and being more lenient with what funds they accepted, Coinbase has focused on compliance,

positioning itself as a more regulated and secure option.

Despite this compliance-focused approach, Brian has been vocal in his opposition to the SEC,
positioning himself as a leading advocate for crypto in the U.S., which has a substantial retail

market with potential for significant crypto investment.

Image: SCOIN Rebounding

E PRICE OF COINBASE
300
200 |
G
w
@]
(=]
o
e 1011 o 1&3 ey 1{}1’5
G = k& REVELOINTEL

Raw Data: MarketWatch
All the while fighting in the U.S., Coinbase announced plans in May to offer derivatives trading

services to customers outside the U.S. This move is strategic, considering that derivatives

accounted for 75% of total trading volume in the crypto market in 2022.
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With the decline of FTX and the uncertain future of Binance, Coinbase is well-positioned to
capitalize on a revitalized U.S. crypto market, especially with the potential boost from the
Bitcoin ETF, and to expand its presence internationally.

Despite other exchanges like Upbit and HTX (former Huobi) holding more market share, Brian
Armstrong's prominent and vocal presence in the crypto space gives him a unique influence.
He has the ability to impact institutions, market participants, and regulators, all while attracting
new users.

Image: Paul Grewal on SEC’s Denial of Coinbase’s Petition
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@iampaulgrewal
Today the SEC denied Coinbase’s petition for rules for crypto. After 18
months of silence, we went to court to get the response the law requires.

With appreciation for the Third Circuit, later today we'll again seek its
help by challenging the SEC’s abdication of its duty. [ 3

Source: Paul Grewal (Twitter)

Coinbase's recent marketing efforts adopt a populist approach, aiming to make crypto more
relatable and accessible to the public. This strategy is particularly relevant in the context of
rising inflation in America, which is significantly affecting the lower and middle classes, making
it harder for them to afford homes and other major investments.

With an international expansion, staying local with the core business in the event of a spot
ETF, a growing staking business, and even its own Layer 2, the future looks promising for
SCOIN.
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Sam Altman

It's become abundantly clear that Artificial Intelligence (Al) will soon have a significant impact

on many aspects of our lives, including the cryptocurrency sector. The rapid development of Al,
highlighted by OpenAl's user-friendly ChatGPT, has brought renewed focus and investment to
the Al industry. This surge in interest is reflected in the rise of Al tokens, which now have a

combined market capitalization of approximately $7.8B.

Al's influence extends to unexpected areas within the crypto world. For instance, the potential
integration of Al agents in online gaming has prompted some crypto projects to shift their
focus in this direction. Additionally, the growing need to train Al models has increased the
demand for computational power, benefiting decentralized computing projects like Render and
Akash.

Image: Sam Altman is Back as CEO!

OpenAl
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Sam Altman is back as CEO, Mira Murati as CTO and Greg Brockman as
President. OpenAl has a new initial board. Messages from @sama and
board chair @bts

6:08 PM - Nov 29, 2023 - 4.9M Views

Source: OpenAl (Twitter)

Sam Altman has been at the center of this evolution. His conflict with the OpenAl board only

heightened public interest in Al, underscoring his contributions to both the technological
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advancement of Al and its accessibility to the general public. As the European Union introduces
new Al regulations that could hinder progress in the region, the United States is poised to play
a pivotal role in Al development, with Altman emerging as a leading figure in this field.

Image: Al Coins
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Altman's influence is evident across technology and finance, with the crypto industry situated
at the crossroads of these sectors. From generating Twitter threads using ChatGPT to inspiring
a new category of crypto tokens, Altman's impact over the past year has been significant,

shaping the trajectory of Al and its intersection with the crypto world.
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Anatoly Yakovenko

Solana's journey through 2023 was a testament to resilience and innovation, largely driven by
the leadership of Anatoly Yakovenko. The year began with challenges, especially following the
FTX collapse, which shook confidence in Solana's DeFi ecosystem and affected associated
tokens like SSRM, SOXY, and SMAPS.

However, as the year progressed, Solana made a remarkable recovery, and its rise from the
ashes became one of the most discussed narratives toward the end of the year. Anatoly's role
in this resurgence was pivotal.

His active engagement with the community, through podcasts and support for Solana-based
projects, played a crucial part in reinvigorating the ecosystem. His leadership and advocacy
were instrumental in restoring faith and interest in Solana, highlighting the blockchain's robust
development activity and potential.

Image: Anatoly Yakovenko Advocating for Helium
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1. Get @helium_mobile

2. Tell your congressman that USA crypto just lowered your monthly cell
phone bill

3. Setup a helium 5g cell

4. Tell your congressman that USA crypto just put a 5g cell tower in your
area

Source: Anatoly Yakovenko (Twitter)

The importance of a charismatic and dedicated leader in the crypto space can’t be overstated.
Anatoly's role as the face of Solana, especially during its challenging times, was akin to the
impact of figures like Emin Gun Sirer of Avalanche and Vitalik Buterin of Ethereum. His
commitment to Solana, even when its future seemed uncertain, was a beacon for the
community and developers.

Despite initial skepticism and the departure of some projects to other chains, Anatoly's

unwavering support and continuous improvements to the network fostered a resurgence of
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innovative projects and teams. New and promising projects like MarginFi, Jito, Kamino, Meteora,
and Drift Protocol emerged, capitalizing on Solana’s strengths in UX and incentives, and aiming

to bring more users into DeFi.

Anatoly's leadership was complemented by emerging figures like Mert Mumtaz of Helius,
Meow of Jupiter, and Edgar Pavlovski of MarginFi. These leaders and their projects gained
traction over the year, marking a significant turnaround from the earlier exodus of key DeFi and

NFT projects.
Anatoly's consistent presence and advocacy throughout the year were key in steering Solana

through its rebirth, proving his influence as one of the most impactful figures in the crypto
space for 2023.
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THE WORLD OUTSIDE CRYPTO

| AM NOT A FAN OF BITCOIN AND OTHER
CRYPTOCURRENCIES, WHICH ARE NOT
MONEY, AND WHOSE VALUE IS HIGHLY
VOLATILE AND BASED ON THIN AIR.

DONALD TRUMP

The interplay between macroeconomics and crypto is multifaceted and significant.
Macroeconomic factors such as inflation rates, economic growth, and central bank policies have

a direct impact on investor sentiment and market stability.

Central banks' monetary policies, especially in major economies like the US, also play a crucial
role. Policies such as lowering interest rates or quantitative easing can make cryptocurrencies
more attractive to investors seeking higher returns while tightening monetary policies might

lead to a reduced appetite for riskier assets like crypto.

Regulatory clarity and compliance are also critical factors influencing the crypto market. Clear
regulations help in legitimizing cryptocurrencies, thereby attracting more institutional investors
and fostering mainstream adoption. A well-defined regulatory framework can also encourage
innovation and growth within the crypto space, leading to the development of new

technologies and use cases.

However, a lack of regulatory clarity or adverse regulatory actions can create market
uncertainty, diminish investor confidence, and potentially lower market valuations. The
regulatory landscape also affects market liquidity and access, as it determines who can legally
engage in crypto transactions.
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Enabling financial institutions to hold cryptocurrencies can significantly increase market
liquidity, while restrictive regulations can lead to decreased participation and market
stagnation.

For the time being, Bitcoin and other cryptocurrencies are considered to be speculative assets
and are highly correlated to traditional markets, and trade with higher beta. Therefore,
understanding both the macroeconomic landscape and the regulatory environment are key to

success.

SETH, SSOL, AND SATOM WILL BE RECOGNIZED AS “MONEY", BRINGING TO LIFE THE IDEA

THAT ANYONE, ANYWHERE IN THE WORLD, CAN HAVE ACCESS TO AND CHOOSE THEIR
FINANCIAL EXPOSURE. THIS REPRESENTS A NEW PARADIGM OF CAPITAL FORMATION.

REVELD
PREDICTION
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Uncertain Macroeconomics

| AM NOT A FAN OF BITCOIN AND OTHER
CRYPTOCURRENCIES, WHICH ARE NOT
MONEY, AND WHOSE VALUE IS HIGHLY
VOLATILE AND BASED ON THIN AIR.

DORALD TRUMP

In recent years, the crypto market has shown a strong correlation with broader economic
trends, particularly in response to changes in interest rates. This correlation underscores the
fact that, despite its promise and value proposition, crypto continues to be influenced by

traditional economic forces.

Particularly, interest rates and asset valuations, especially for riskier assets like
cryptocurrencies, often have an inverse relationship. As central banks, notably the Federal
Reserve, adjust interest rates to manage economic conditions, these changes have had a ripple

effect on the crypto market.

When interest rates rise, the yield on risk-free assets such as government bonds becomes
more attractive. This shift often leads investors to gravitate towards these safer, more stable
returns, especially in times of economic uncertainty. Consequently, riskier assets, including tech
stocks and cryptocurrencies, may lose their appeal as investors reassess their risk tolerance

and investment strategies.
Likewise, in times of geopolitical uncertainty, investors tend to flee to safety, away from riskier

assets. As such, in the context of crypto, it's always prudent to consider the state of the

economy, factors that feed into it, and where it might be going.
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2023 was wrought with uncertainty. But contrary to initial apprehensions, the global economy,
led by the United States, showed resilience and managed to sidestep a recession. What we
actually saw with steady growth, low unemployment rates, and a gradual decline in inflation.

This economic stability, however, was juxtaposed against a backdrop of persistent
uncertainties. Key among these were the repercussions of higher interest rates, ongoing global
conflicts, and the increasing frequency of climate-related disasters. These factors contribute to

a cautious economic outlook for the next five years.

Image: Inverse Relationship Between Interest Rates and Asset Prices
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Inflation in the U.S. showed signs of easing, but remained above pre-pandemic levels, fueled
by higher wages and consumer spending. This posed complex challenges for policymakers,

balancing the need to control inflation without triggering a significant economic slowdown.
The Federal Reserve's policy in 2023, maintaining steady interest rates with potential cuts in

2024, reflects a cautiously optimistic approach. However, reaching a stable 2% inflation rate
could be a lengthy and unpredictable process.

-41 - REVELOINTEL


https://marginalrevolution.com/marginalrevolution/2013/08/asset-prices-and-interest-rates.html

The labor market in the U.S. remained robust, with high employment rates and a significant
reduction in part-time employment. Despite a slight cooling, indicated by a decrease in new
hires and job openings, the overall employment scenario remained one of the strongest in
recent history. This labor market resilience was a critical factor in sustaining consumer

spending and overall economic stability.

Looking to 2024, the global economic outlook is more subdued, with a slowdown expected
due to the lingering effects of high interest rates. The Organisation for Economic Co-operation
and Development (OECD) predicts a slowdown in global output, with growth expected to pick
up in 2025 if leading central banks cut rates aggressively.

For the crypto industry, these macroeconomic trends are crucial. The industry's performance is
closely linked to investor sentiment, inflation rates, and monetary policy. The resilience of the
global economy in 2023, despite numerous challenges, provided a somewhat stable backdrop

for crypto markets.

However, the uncertain outlook for 2024, with potential economic slowdowns and policy
changes, suggests a more complex environment for cryptocurrencies. As resilient as the global
economy proved to be in 2023, we think that crypto investors and industry participants would
be wise to navigate these macroeconomic currents carefully, balancing the inherent volatility of
crypto assets with the broader economic trends that shape market dynamics.

A MORE STABLE MACROECONOMIC ENVIRONMENT WILL LEAD TO INCREASED INVESTOR
INTEREST, PARTICULARLY IN PROJECTS WITH STRONG FUNDAMENTALS AND REAL-WORLD

APPLICATIONS. HOWEVER, BITCOIN AND OTHER CRYPTOCURRENCIES WILL NOT DECOUPLE
FROM THE BROADER MARKETS IN 2024.

REVELD
PREDICTION
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The Art of Regulation

YOU CAN BEAT A HORSE RACE, BUT YOU
CAN'T BEAT THE RACES.

JESSE LIVERMORE

The regulatory landscape for cryptocurrencies is evolving as governments and financial
authorities worldwide develop frameworks to govern digital assets. These regulations aim to
balance consumer protection, anti-money laundering, and counter-terrorism financing while
fostering innovation.

In the U.S,, crypto regulation has become a partisan issue, with Republicans advocating for a
looser framework and Democrats pushing for more oversight. The U.S. needs to maintain its

leadership in technological innovation to drive economic growth and stay competitive globally.

However, the launch of FedNow, the U.S. central bank's instant payment system, has been
underwhelming, raising concerns about the potential implications of a Central Bank Digital
Currency (CBDC).

There is bipartisan support for regulating U.S. custodial stablecoins, but the classification of
cryptocurrencies as commodities or securities remains unresolved. Overregulation can stifle

innovation, while lax regulations can expose consumers to risks and fraud.

Effective regulation is crucial for consumer protection. It ensures that consumers are not
exposed to unnecessary risks or fraudulent activities. However, to regulate effectively,
regulators must understand how these technologies work and where potential risks lie; you

cannot regulate what you don’t understand.
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For instance, when the SEC releases a report describing the adverse impact of recruiting

crypto-knowledgeable talent, we can’t help but shake our heads in disagreement.

The U.S. faces competition from other countries actively working on crypto regulation, such as
the European Union, the UK, Hong Kong, Japan, and Singapore. The Biden administration has
shown some hostility toward the crypto industry, but Congress and the court system have

exhibited more nuanced sentiment.

Image: SEC on Hiring Specialists in Crypto Assets

Specialized Recruiting Challenges

As described above, the SEC also faces challenges in recruiting specialists in crypto assets, which
Enforcement considers critical to strengthening its capabilities to investigate new and emerging
issues in crypto-asset markets.** Officials in several SEC divisions cited a small candidate pool of
gualified experts and high competition from private sector recruitment as challenges in filling crypto
asset-related positions. Officials also reported that many qualified candidates hold crypto assets,
which the Office of the Ethics Counsel has determined would prohibit them from working on
particular matters affecting or involving crypto assets. This prohibition, according to SEC officials,
has been detrimental to recruiting, as candidates are often unwilling to divest their crypro assets to
work for the SEC.

Source: SEC - Inspector General's Statement

We believe that CEXs should comply with government policy frameworks and invest in
technology to detect user attacks, improve customer service, and enhance user interfaces.
Addressing traditional fraud is crucial for widespread crypto adoption. A workable regulatory
framework for CEXs in the U.S. could help keep bad actors offshore and focus on policing CEXs

interacting with U.S. users.

Blockchain technology can be leveraged to detect accounting fraud and improve internal
controls through triple-entry accounting. This could revolutionize various financial services,
necessitating regulatory changes in areas such as custody of assets, interoperability,
tokenization, accounting, exchange, and more.

Those who don't get ahead of these measures will lag behind competitors and eventually lose

market share. As exemplified by CZ's plea, this is not a good-to-have, but rather a must-have.
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Image: Blockchain Layers and Machine Learning Layers
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We believe that digital assets have no borders. They are a global phenomenon and regulatory
decisions made in one jurisdiction can have ripple effects worldwide. In other words, bad
decisions can put specific countries and economies at a significant competitive disadvantage
and the U.S. should take caution to regulate from an educated standpoint.

A spOT SETH ETF WILL NOT BE APPROVED IMMEDIATELY AFTER THE APPROVAL OF A SBTC

ETF AS SMART CONTRACTS INVOLVE MORE RISK AND REDEMPTION TIMES. THIS WILL
FURTHER DELAY THE APPROVAL OF THIS INSTRUMENT.

REVELD
PREDICTION
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Surviving the Crypto Market

HE WAS TAKING MY IDEAS AND HE JUST
HAD MORE GUTS. HE WAS BETTING MORE
MONEY WITH MY IDEAS THAN | WAS.

DRUCKENMILLER ON SOROS

These markets are complex and continue to develop in an ever-evolving landscape, often
characterized by speculative bubbles and rapid shifts in market trends. Crypto is an attention
game, and narratives are chess pieces. As it stands, crypto is little more than ‘tokenized
attention’.

Historically, top-performing narratives in crypto typically see a decline within two months after
reaching peak popularity. Similarly, new trends usually have a lifespan of 3 to 5 weeks, making
timing and patience crucial for investors.

To optimize returns, we have seen time and time again how important it is to take profits when
a trend starts losing momentum, usually after about five weeks. Focusing on the most
promising 20% of narratives and prioritizing the risk-reward ratio over the win rate is key. Take
Telegram bots as an example — after being the best-performing narrative in Q2 they were
consistently the worst narrative in Q3.

Market Participants’ brains are wired to perceive cheaper prices as better deals, but this
mentality doesn't always apply in financial markets. Just because a cryptocurrency is down
significantly doesn't necessarily make it a good buy, as there may be valid reasons for the
decline. In crypto, price increases should not be perceived as making an asset "more

expensive."
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Instead, they indicate high demand for the asset. It's essential to shift away from the traditional
notion of "cheap" and "expensive". Remember that you are trading the market, not your opinion

about the market. In the world of crypto, survivability is truly the name of the game.

Early-stage narratives might not always be worth pursuing, but it's important to keep an eye
on the initiators of these trends, as they often continue to lead. At the same time, narratives
with strong technology and market fit, such as alternative Layer 1s and Layer 2s, rarely

become top performers.

Image: Thoughts on Market Irrationality

The markets are moved by animal
splrits, and not by reazon.
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Source: A-Z Quotes

Like any other market crypto is driven by a combination of rational decisions and irrational
exuberance. Speculative bubbles often form when investors collectively detach from reality,
influenced by new technologies, financial innovations, or geopolitical changes. Understanding

the psychology of speculators is vital in this environment.

Market prices are influenced more by the expectations and behavior of market participants
than by fundamental values. Coined by George Soros, the Theory of Reflexivity states that
investors base their decisions on their perceptions of reality, rather than on reality itself, i.e.,

prices move based on expectations, regardless of their basis in reality.

Feedback loops in the market lead to boom and bust cycles, detaching prices from reality.
Investment outcomes are influenced by the psychology of market participants, making market
predictions challenging and emphasizing the importance of risk-taking and contrarian

strategies.
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Historically, many financial crises were preceded by lax financial controls and unchecked
speculation, such as the Tulip Mania (1630s), the South Sea Bubble (1720s), the Great Crash
of 1929, the Japanese Asset Bubble (1980s), and the Dot-com bubble (2000s). These
examples highlight the importance of investor education, market transparency, and prudent

regulation to prevent future financial disasters.

Especially in crypto, where the information asymmetry is so large between market participants,
we find ourselves in a playground where you can make money by being smarter than other
people. Just like poker, there is an element of applied strategy, risk management, and a money

component that adds an edge to the game.

Image: Nick Drakon on Trade Strategy

- Nick Drakon

4 @NickDrakon
You need a plan that lets you constantly:
A) Stay in the game
B) Take profits to improve your life & grow bankroll
C) Add to core positions on days like today
If your strategy violates any of these objectives then you will not

maximize your
Edge - if you had one to begin with

Source: Nick Drakon (Twitter)

On the one hand, excessive leverage often leads to financial disasters. This principle underlines
the importance of measured betting in investment strategies to avoid eventual ruin. On the
other hand, we cannot underestimate the importance of conviction and risk-taking when the
opportunity presents itself. Understanding one's unique advantage in the market is crucial, and

sometimes, the best investments are those not made.

As the horns of the bull start showing on the horizon, you will probably start feeling a surge of
adrenaline. Billy Walters has a line in his autobiography, The Gambler, about how the best
feeling in life is gambling and winning, and the second best feeling is gambling and losing. The
adrenaline of this industry is an overwhelmingly powerful drug, and you can go from being at
the top to hitting rock bottom in the blink of an eye.
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While some may have a long-side bias because of their actual conviction in the crypto space,
many others simply entered the market when being long was rewarded. They may be biased
towards the long side simply because their first few trades were longs or spot purchases. This
makes sense as almost all new market entrants experience their first few trades during bullish

periods when there is simply more attention and capital circulating.

Whether these market participants see paper profits, lose money immediately, or generate
substantial profits, they are often biased towards buying, holding spot positions, or going long.

Even if this proves to be a losing strategy.

In theory, an asset’s price can only go down 100%. On the flip side, it could go up 100%,
1,000%, 10,000%, or more. It's become common to see people use sites like ‘marketcapof.com’

to speculate on how many multiples an asset’s price could appreciate if it were valued similarly
to a comparable token of higher value.

This rarely happens the other way around, with people speculating on how much an asset’s
price could depreciate if it were valued similarly to a comparable token of lower value. This

goes to show that market participants in crypto tend to lean bullish, for better or worse.

AS MORE INSTITUTIONAL CAPITAL ENTERS THE SPACE, CRYPTO NATIVE INVESTORS WILL
FIND OPPORTUNITIES TO GAIN AN EDGE BY BEING SMARTER AND MORE STRATEGIC IN A

MARKET CHARACTERIZED BY INFORMATION ASYMMETRY, MUCH LIKE A HIGH-STAKES POKER
GAME.

REVELD
THOUGHT

-49 - REVELOINTEL


http://marketcapof.com

THEINDUSTRY’S
SURVIVAL




THE INDUSTRY’S SURVIVAL

BITCOIN WILL REMAIN, IN MY OPINION, A
RELENTLESS ANOMALY THAT REFUSES
TO GO AWAY — A BLACK SWAN THAT

CANNOT BE IGNORED OR
EXTINGUISHED.

ANDREAS ANTONOPOULOS

Over the past few years, the industry has evolved significantly, leading to the emergence of
new market sectors that were not achievable years ago. The advent of Layer 2s, ZK technology,
and the overall infrastructure layer has enabled use cases such as on-chain derivatives, dePIN,
RWAs, DeSci, etc.

Diversifying a crypto portfolio has become more crucial than ever as the industry evolves and
new market sectors emerge. More and more tokens from new market sectors will be launched
and enter the market. At the same time, some tokens might experience repricing, from DEX and
bridge tokens to Layer 1 and Layer 2 tokens, while the market attempts to find a fair value.

Different sectors and narratives gain prominence at different times, impacting the performance
of assets within those sectors. Having exposure to multiple narratives can help mitigate the
emotional challenges that come with sector rotation and ensure a more balanced and

diversified portfolio.

As a protocol, being an early entrant as a narrative emerges can be a double-edged sword.
While it offers the advantage of establishing a unique position or 'moat' in the market, it also
comes with the responsibility of educating investors about your vision. This educational aspect
can be both an opportunity and a challenge, depending on how well the concept is

communicated and received.
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Surviving in the volatile crypto market, especially when many peers will fail, is a noteworthy
accomplishment. For many, adopting a strategy of minimal spending is key to ensuring
longevity.

However, the crypto market is often driven by narratives that can influence investment
decisions. And we often get caught up in the story and forget which came first, the narrative or

the price action.

These narratives can be captivating, but they can also create a disconnect between the hype
and the reality of building sustainable projects. Founders and investors might be tempted to
chase emerging themes for quick returns, but the process of building and scaling ventures is a
long-term endeavor.

Image: GCR on “Giving Up”

11 GCRreposted
GCR @GCRClassic - Nov 16, 2022
=== The worst thing you can do is give up/ check out;

compounding losses with future losses in opportunity; regardless of your
remaining equity, familiarity with the scene is invaluable

Survivors will be rewarded

The casino thesis is unchanged; central banks wont be tight forever
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Source: GCR (Twitter)
Crypto markets are known for their quick reactions to trending narratives. Projects that align
with these trends can witness rapid price increases and attract speculative capital. However,

this comes with the risk of shifting attention and volatility.

Early entrants in specific crypto themes might see significant gains as the narrative gains

traction, but this success can be fleeting if the project fails to evolve and retain user interest.
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For crypto-native investors, being a tastemaker or an early adopter of emerging themes is
crucial for meaningful returns. Late entry into a trend often results in diminished gains.
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Therefore, investors and founders need to balance the allure of trending narratives with the
realities of product development and market sustainability. This balance is key to achieving

long-term success in the ever-changing landscape of cryptocurrency.

THE LIQUIDITY RISK OF RWAS IS BEING LARGELY OVERLOOKED. WE'LL SOON REALIZE, AGAIN,

WHY SATOSHI BUILT BITCOIN - THERE ARE CERTAIN ASPECTS OF LIFE WHERE WE SHOULDN'T
NEED TO TRUST INTERMEDIARIES, AND MONEY IS ONE OF THEM.

REVELO
PREDICTION
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The Market Opportunity

YOUR BIGGEST RISK IS BEING
UNDEREXPOSED TO THE INDUSTRY YOU
LOG IN TO EVERY SINGLE DAMN DAY TO

TALK ABOUT, YOU KNOW IT'S GONNA
GO UP AGAIN EVENTUALLY.

DEGEN SPARTAN

Self-custody, while important, often falls short in meeting user demands for convenience and
ease of use. People are lazy and generally prefer a user experience that is quick and
straightforward, rather than the current complexities of managing their capital across various

chains and wallets.

This presents an opportunity for DEXs and on-chain derivatives to innovate and offer unique
features that can't be found on centralized platforms.

CEXs have shown limited innovation in recent years, with most updates focusing on listings or
delistings rather than significant improvements in user interface or technology. In contrast,
DeFi platforms have the potential to leverage composability to create transformative features

and financial products, akin to Uniswap's 0-to-1 emergence to market.

One key area where on-chain platforms can excel is in offering permissionless listings. Unlike
CEXs, which often have stringent listing requirements, on-chain platforms can allow any
project, token, or asset to be listed without needing approval from a central authority. This
openness can foster a more inclusive and innovative DeFi environment.

Another advantage of on-chain platforms is the potential for faster transaction settlements

compared to CEXs. Decentralized platforms can enable near real-time trading and settlement,

enhancing liquidity and reducing counterparty risk. Additionally, on-chain derivatives platforms
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have the opportunity to explore alternative risk management methods that don't rely on unfair
liguidation penalties or fees, creating a more equitable trading environment for users.

Ultimately, users are less concerned with infrastructure upgrades and more interested in
tangible improvements to their trading experience. DeFi builders should focus on using the
unique advantages of composability to create innovative, user-friendly platforms that offer

something distinctly different from what's available on CEXs.

THE COMING YEAR MARKS A PIVOTAL SHIFT TOWARDS GREATER MARKET EFFICIENCY. THIS
CHANGE WILL BE CHARACTERIZED BY A MOVE AWAY FROM PASSIVE AND OFTEN LESS

SOPHISTICATED LIQUIDITY PROVIDERS WHD ARE SUSCEPTIBLE TO LOSSES FROM TOXIC
FLOWS AND ARBITRAGE.

REVELD
THOUGHT
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Problems That Still Need Solving

EVERY PROBLEM HAS A SOLUTION; IT MAY
SOMETIMES JUST NEED ANOTHER
PERSPECTIVE.

KATHERINE RUSSEL

Even though the industry has come a long way, there are still many problems that need to be
addressed before it achieves the potential that those of us entrenched in the space believe it

can.

And even though some solutions exist to these problems, we're still far from an optimal
environment, one where we have unified liquidity. We believe that far greater efforts need to
be made to create interoperable systems that allow different blockchain networks to
communicate seamlessly, including the development of more bridges for easy asset and
information transfer.

Enhancing the user experience of digital wallets is also a top priority, with a focus on improving

security features such as social recovery options.

In the past two years, it can be debated that DeFi has taken the largest strides out of all
sectors. That said, there’s much left to be desired. For example, automated risk scoring systems
for lending and borrowing, akin to traditional credit scores, would make the process much
simpler. Dynamic models for lending markets would address common challenges like low
liquidity.

Further innovations also need to be explored in undercollateralized loans, privacy mechanisms

within DeFi protocols, and the optimization of profitability and protection for LPs. We also think
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that there’s a need to find a balance between privacy and efficiency in DEXs and to integrate
privacy mechanisms into Miner/Maximal Extractable Value sharing.

On the technological front, there’s a need for advancements such as the development of tools
for zero-knowledge circuit design, applications for ZK-based identity verification, deep learning,
architectures for coprocessors, and verifiable off-chain computations. Efforts also need to be
made in designing decentralized sequencers, shared sequencing mechanisms, and expanding

oracle systems to access a broader range of data types.

Image: A Look Into the Future

Source: Qiao Wang (Medium)

In governance and tokenomics, new models need to be explored, including dual governance
systems and solutions beyond traditional token voting. The development and adoption of
decentralized data networks and reputation systems are encouraged to foster a more

transparent and accountable blockchain ecosystem.

These development areas represent the forefront of blockchain and crypto technology and we
believe that, in the years ahead, there needs to be a strong focus on making these systems
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more efficient, secure, user-friendly, and integrated with a wider range of real-world
applications.

THE BEAR MARKET IS OFTEN TOUTED AS A TIME FOR INNOVATION AND BUILDING. HOWEVER,
THE YEAR 2024 WILL NOT WITNESS ANY RADICAL SHIFTS OR "ZERD TO ONE” INNOVATIONS

IN THE CRYPTO SPACE, BUT RATHER A PERIOD OF STEADY DEVELOPMENT AND
OPTIMIZATION OF EXISTING PLATFORMS AND TOOLS.

REVELD
THOUGHT
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Security — The Weakest Link in the Chain

PEOPLE OFTEN REPRESENT THE WEAKEST
LINK IN THE SECURITY CHAIN AND ARE
CHRONICALLY RESPONSIBLE FOR THE

FAILURE OF SECURITY SYSTEMS.

The intricacy of blockchain technology, combined with the reality that no code is completely
error-free, inevitably leaves us vulnerable to security risks. These risks are compounded by the
fact that human error can occur at any stage of the development, deployment, and
management of blockchain systems.

Whether it's a developer overlooking a crucial vulnerability, an end-user falling prey to a
phishing scam, or an administrator mishandling secure keys, the human element introduces a
layer of unpredictability and vulnerability. As blockchain technology continues to evolve and
integrate into various sectors, acknowledging and proactively addressing these human and
technical vulnerabilities becomes crucial for building more secure and resilient systems.

WE'VE COME FAR AS AN INDUSTRY, HAVING SURVIVED MULTIPLE BULL AND BEAR CYCLES.
DESPITE THIS, WE ARE STILL SUSCEPTIBLE TO THE ACTIONS OF A CARELESS FEW. IN 2024,

WE WILL SEE MULTIPLE AVOIDABLE MISTAKES LEADING TO LOSSES OF HUNDREDS OF
MILLIONS.

REVELD
PREDICTION
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A Dark Cloud Hanging Over

TALK IS CHEAP - SHOW ME THE CODE.

LINUS TORVALDS

This year, while not as tumultuous as 2022, has still seen its share of hacks, highlighting that
the industry still has a lot to learn and mature. These incidents ranged from protocols audited
by multiple ‘top-tier’ firms, like Euler or Kyberswap, to unaudited ones like Stars Arena, and

even included rug pulls that went unnoticed by Certik. No protocol will ever be 100% secure,

regardless of how many years it has been in production or how talented its contributors are.

Two of the biggest hacks involved Mixin, with a staggering $200M loss, and Euler, with losses
of around $197M; in total, the industry has suffered $2.12B in hacked funds this year.

However, a positive development has been the difficulty faced by hackers in getting away with
the stolen funds. The collaborative effort of the DeFi community in tracking stolen funds in

real-time has led to the successful recovery of assets on several occasions, including the Euler
hack.

It's reassuring to see an increasing number of white-hat hackers, independent auditors, and
bug bounty programs but events like the bug in Vyper’s compiler, which impacted protocols
such as Curve, Alchemix, and JPEG, can’t be overlooked.
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However, these incidents underscore the need for more funding and support for small security
teams working on complex areas like compilers, which is crucial for gaining institutional
adoption.

This year's notable hacks, including those on Euler and Multichain, as well as others like Kyber,
reveal various vulnerabilities. To be blunt, there’s a lot of room for improvement when it comes
to incident response and communication.

Image: Jai Bhavnani’s Prediction on Smart Contract Exploits

Jai Bhavnani &

@Jai_Bhavnani
Baseline expectation: 90%+ of smart contracts will get exploited in the
next 3 years.

These exploits will be found by Als. We need solutions.

7:33 AM - Dec 12, 2023 - 9,405 Views

Source: Jai Bhavnani (Twitter)

The Vyper compiler issue demonstrated that protocols can be compromised by mistakes
outside of their immediate scope. The concept of endogenous collateral, such as using LUNA to
back UST or employing illiquid governance or LP tokens as collateral, presents challenges in

pricing, liquidation, or unwinding insolvent positions.

We have also witnessed that the persistence of teams can lead to the recovery of funds. In the
past, when a protocol was hacked, it was over. Whereas now, we have precedents of teams
getting more sophisticated in how they communicate, offer bounties, and negotiate with
hackers.
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Image: Kyberswap Exploiter Negotiates

This is my best offer. This is my only offer.
I require my demands to be met by December 1@, otherwise, the treaty falls through.

Additionally, should I be contacted by agents from any of the 206 sovereignties, concerning the trades I
placed on Kyber, the treaty falls through. In this case, rebates will total to exactly @.

Kyber is one of the original and longest-running DeFi protocols. No one wants to see it go under.

To assist with this transition of leadership, I may be contacted on telegram: @Kyber_Director

Thank you.

— Kyber Director

Source: Kyberswap (Exploiter On-Chain Message)

We have also had circumstances where the opposite has happened, i.e., the recent Kyberswap
exploit. It is also important to note that not all exploits are a result of coding errors; economic

attacks are also a risk, as demonstrated by Avi Eisenberg's attempt to exploit Mango Markets.

Following the incident which involved Michael Egorov's loan collateralized with SCRV, we
anticipate a rise in DAOs and companies specializing in risk management. These entities will
likely offer services similar to Gauntlet or Block Analitica, providing guidance on setting
parameters and continuous monitoring and assessment of collateral assets for protocols like

Compound, Aave, or Maker.

We also expect the emergence of more money markets offering permissionless opportunities
to use long-tail assets as collateral. We will discuss the differences of products vs protocols in

a separate section as well.

Looking ahead, it is still prudent to exercise caution when interacting with any DeFi protocol.
The possibility of sophisticated hacking attacks and exploits is never-ending and even
well-established, thoroughly audited protocols are not immune to record-breaking hacks.

Even though the smart contracts live on the actual blockchain, there are still many intermediate

steps that we need to take before interacting with them, i.e,, frontend interfaces, CDNs, RPC

providers, and domain registration.
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Images: Top 10 DeFi Hacks by Dollar Value

Name Date & Chains Classification ® Technique Amount lost =
Ranin 23 Mar, 2022, 00:00 . Infrastructure Private Key Compromise...  $624m
Paly Network 10 Aug, 2021, 00:00 3 ‘@ Protocol Logic Access Control Exploit $61Im
Binance Bridge 6 Oct, 2022, 00:00 . Protocol Logic Proof Verifier Bug 3570m
FTX 12 Nov, 2022, 00:00 ‘. Infrastructure Private Key Compromise...  $450m
Wormhale 2 Feb, 2022, D0:00 . Protocol Logic Signature Exploit $326m
Gate.io 21 Apr, 2018, 00:00 Infrastructure Private Key Compromise...  $235m
Mixin Network 23 Sep, 2023, 00:00 @ Infrastructure Database Attack $200m
Euler Finance 13 Mar, 2023, 00:00 ‘ Protocol Logic Flashloan Donate Functi... $197m
Bitmart 4 Dec, 2021, 00:00 .. Infrastructure Private Key Compromise...  $196m
Nomad TAug, 2022, 00:00 ‘ Protocol Logic Trusted Root Exploit $190m

Source: Defillama

It's important to remember that security in the crypto world is not absolute. Risks can also
include off-chain backend services, social engineering, and even threats to physical security.
Regardless, we are very glad to see how teams and communities get together every time there
is a vulnerability.

Every time there is a hack or problem the community gets together and tracks the funds,
making it much harder for attackers to cash out. This is a unique strength of crypto, where

everyone is rowing in the same direction to make the industry more resilient over time.

THERE WILL BE NOT ONE, BUT TWO MAJOR HACKS NEXT YEAR, IMPACTING A LAYER 2 AND A

BRIDGE OR CROSS-CHAIN PROTOCOL.

REVELO
PREDICTION
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The Future of Auditing

IF COMPANIES TELL US MORE, INSIDER
TRADING WILL BE WORTH LESS.

JAMES SURDWIECK!

In the world of blockchain and DeFi, evaluating the expertise of auditing firms is tricky and it
can be a dangerous game to claim that one auditing firm is ‘better’ than another. There aren't
yet universally accepted standards to measure their skills, and most of the current participants

in the DeFi community lack the experience to make informed judgments about them.

There's room for innovation and experimentation, particularly in how auditing firms are
incentivized to ensure thorough and effective audits. Chainlight.io made a name for themselves
through their performance in hacking competitions, often ranking in the top three. Their
achievement in identifying a complex ZK-proof forgery bug in ZKSync is particularly impressive,
as this type of bug is generally not well understood, let alone caught, by audit firms.

Their success in these competitions can encourage other firms to participate more actively in
such events, enhancing their skills and demonstrating their capabilities to potential clients. We
are glad to see the popularity of bug bounties, but we would like to encourage more

competition-based environments as an extra step to make the industry even more resilient.
Another area of conflict is usually due to high costs for audits. As an example of a rule-breaker,

Guardianaudits.io adopts a unique payment model where they charge only if they find

vulnerabilities, aside from a small initial deposit.
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This approach can be appealing to clients who have previously paid for audits that didn't
uncover any issues/bugs, leading them to question the thoroughness of the audit. We expect to
see novel payment models, most of the time coming from independent auditors or small teams
that implement a pay-per-vulnerability business model.

Immunefi still stands out as the leading platform for bug bounties, offering a valuable service
to protocols as a last line of defense. If a whitehat hacker discovers a bug in a live protocol,
they can report it to Immunefi, which then assesses the severity of the issue and arranges
payment. Bug bounties are often more cost-effective - both monetarily and reputationally -

than full audits and can prevent disastrous outcomes.

Image: George Hunter on Security Vulnerabilities

George Hunter

@GeorgeHNTR
Did you know that all versions of OpenZeppelin from 2.0.0 10 4.9.2
contain at least 1 security vulnerability?

3.4.0 alone contains 14 known and later mitigated security
vulnerabilities.

Here's a list you can use to easily check if your code is affected.

GeorgeHNTR/o0z-known-
issues

Find the version that the project you currently
develop or audit uses and quickly check which are

the known smart...

A1 ®o oo ¥ 0 O

12:47 PM - Nov 25, 2023 - 3,375 Views

Source: George Hunter (Twitter)

For new users of crypto, as well as for institutions and large investors, a higher level of security
is crucial. These groups are less familiar with the crypto-native practice of "do your own
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research" and are less comfortable with the risk of rug pulls, bugs, or malicious contracts.
Making these groups comfortable requires a more robust security infrastructure. It's not
far-fetched to think that some of the most sophisticated hacks could have been executed by

insiders or auditors with subject-level expertise.

Image: Vinny Lingham on Al Scams

%2 VinnyLingham & m
@VinnyLingham

Sad fact: More people will become victims of Al scams than crypto

scams.

2:40 PM - Dec 17, 2023 - 6,422 Views

Source: Vinny Lingham (Twitter)

Finally, it is also worth highlighting that there are a lot of improvements to be made when it
comes to disclosing vulnerabilities, and being transparent while not revealing too much

information that could lead to future exploits.

Even though teams like Balancer and Aave have led by example, it is still very common to see
auditing firms compete against each other to be the first to come out on Twitter and showcase

their expertise, often making things worse.

2023 HAS WITNESSED A HUGE INCREASE IN THE NUMBER OF INDEPENDENT SECURITY
RESEARCHERS. 2024 WILL BE THE YEAR WHEN TEAMS START ADDING MORE STEPS TO

THEIR SECURITY PROCESS, L.E., AUDIT, COMPETITION, BUG BOUNTY, AND REVIEW BY
INDEPENDENT EXPERTS.

REVELD
PREDICTION
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No Such Thing as “Perfect Code”

CODE IS NEVER PERFECT, CODE IS ONLY
EVER GOOD ENOUGH. THERE IS NO
"PERFECT CODE" BECAUSE NO TWO
PROGRAMMERS CAN AGREE ON WHAT
THAT MEANS.

ANONYMOUS

The choice between immutable and upgradeable smart contracts presents its own set of
trade-offs. Immutable contracts, which cannot be changed once deployed, are perceived as
more trustless due to their unchangeable nature and lower counterparty risk. However, if bugs
are later discovered in these contracts, they can pose significant risks, as there is no way to
rectify them.

On the other hand, upgradeable contracts provide the flexibility to fix issues as they arise, but
this flexibility requires careful management to ensure the integrity of the upgrade process.
Even following extensive audits, it's impossible to guarantee that a smart contract is entirely
bug-free.

In this context, immutable contracts with undiscovered bugs can lead to significant problems,
whereas upgradeable contracts offer a safety net through the possibility of post-deployment
fixes but this might introduce new problems as well. The notion of ‘perfect code’ will forever

be elusive and this is due to several inherent challenges.
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Table: Why Code Can Never Be Perfect

Challenge Explanation

The Human Factor | Software development is a human-centric process. Humans are
responsible for writing code, setting specifications, and developing
verification tools. However, human error is inevitable, leading to
potential bugs not only in the code but also in the specifications and
verification tools.

Complexity of Software systems, particularly those designed for autonomous and
Systems decentralized operations, is often extremely complex. As systems grow
in complexity, the likelihood of unexpected interactions and
vulnerabilities rises. As a result, it becomes challenging to anticipate
every possible scenario and code flawlessly for each one.

Evolving Security Security threats and attack vectors constantly evolve. Techniques and
Threats strategies that are secure today may become vulnerable tomorrow as
new methods of attack are developed. This ever-changing nature of
security challenges makes it hard to create code that is perpetually

secure.
Resource Ideally, having unlimited resources could lead to more thorough testing
Limitations and verification of software. However, most projects face resource

constraints, which can limit the depth and breadth of testing and
verification efforts.

Image: Quit on Upgradeable Contracts

quit(++, M) & @
@@xQuit

The protocol is upgradeable, and the team has deployed a fix as of 30
minutes ago.

Upgradeable contracts are dangerous because while in this case the

upgrade was used to fix the issue, a past upgrade likely introduced the
issue.

3:41 AM - Dec 17, 2023 - 2,989 Views

Source: guit (Twitter)
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Taking into consideration the ethos of crypto, which is deeply rooted in open-source principles,
it's important to recognize that the industry also operates in an environment characterized by
open state, open entry, and open exit. This openness adds another layer of complexity and

vulnerability.

Image: The Irony of “Perfect Code”

Perfect code...

EVeryone talks about it. Yet, no one've seen it

Source: Bernard Bado (Medium

Perhaps the safest way to build immutable code in DeFi is to adhere to first principles and
strive for simplicity in code. The simpler the code, the fewer opportunities for vulnerabilities.

This is particularly crucial for codebases that could pose existential risks to the industry, such
as those involved in liquid staking, staking, and collateral backing. By focusing on reducing
code complexity, the industry can aim to minimize the attack surface and enhance overall

security.

DEF1 APPLICATIONS WILL GO FROM BEING VERY COMPLEX TO BECOMING MORE SIMPLE -

DOING LESS TO ENABLE MORE.

REVELD
THOUGHT
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Multisigs as Fallback Mechanism

RISK IS WHAT'S LEFT OVER WHEN YOU
THINK YOU'VE THOUGHT OF
EVERYTHING.

IMORGAN HOUSEL

The use of multiple-signature (multisig ) contracts has become increasingly recognized as a
necessary balance between trust and security. While no code can ever be perfect, multisigs
can offer an extra layer of trust. Multisigs introduce an additional layer of human intervention,
which, despite its own risks, can sometimes be crucial in rescuing funds or upgrading contracts
to patch vulnerabilities.

Over time, the DeFi community has come to realize that the sector may not be as utopian as it
once thought. Replicating the level of decentralization and security found in Bitcoin, which still

requires contributors and maintainers, is extremely challenging for other projects.

The security of multisig contracts is particularly crucial in Layer 2 solutions like Arbitrum,
Optimism, and Polygon. These rollups currently employ multisig mechanisms for upgrades as
a temporary safety measure while the technology matures.

As outlined by L2Beat in their blog, L2 stages, the ultimate goal for a rollup is to gradually
limit the powers of these security councils, ensuring that they only intervene in cases of serious
flaws.
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To effectively utilize multisig contracts, certain security measures are essential:

Table: Security Measures for Multisigs

Measure Explanation

Independence of Each key used in a multisig setup should be independently secure,
Signing Keys with a strong preference for cold storage to reduce the risk of digital
compromise.

Public Knowledge of | Ensuring that the members of the multisig are publicly known adds a
Members layer of transparency and accountability. This public knowledge can
help build trust within the community and provide a clear
understanding of who is responsible for key decisions and actions.

Management by To minimize the risk of collusion or compromise, different,
Independent Parties | independent parties should manage these keys.

Geographic Distributing key holders across various geographic locations enhance
Separation the overall security of the multisig system, making it more resilient to
localized threats or legal pressures.

At the end of the day, we believe that while multisig contracts add a layer of human
intervention, their strategic implementation can enhance the security and flexibility of DeFi

projects, especially when dealing with the inherent limitations of smart contract code.

A CRITICAL INCIDENT WILL AFFECT A MAJOR LENDING PROTOCOL, LEAVING A LOT OF
CAPITAL STUCK AND IRRECOVERABLE ON AN IMMUTABLE SMART CONTRACT. THIS WILL

FORCE THE INDUSTRY TO REEVALUATE THE ROLE OF MULTISIGS AND PROXY CONTRACTS -
PERHAPS BITCOIN IS THE ONLY THING THAT CAN REMAIN UNCHANGED AND RUN FOREVER.

REVELD
PREDICTION
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Code is Law

IF CODE IS LAW, CAN LAW BE CODE?

ANOKYMOUS

In 2023, several incidents brought the idea of "code is law" into the spotlight. This concept
suggests that the rules and agreements encoded into smart contracts are legally binding and
should be enforced as such. However, the application and interpretation of this idea are

complex and not without its nuance.

It's crucial to understand that "code is law" does not provide a free pass for unethical or illegal
activities like market manipulation or hacking protocols. The notion that one can simply abide
by the technical rules of a code and claim innocence in the face of manipulative or harmful

actions is a misinterpretation of this principle.

Just because a smart contract operates as programmed, it doesn't mean that exploiting its

vulnerabilities or using it for malicious purposes is legally or morally justified.

While smart contracts have the potential to be legally enforceable, the extent to which they
can replace or complement traditional legal frameworks is very much still undetermined. The
ability of blockchain to provide a credible, neutral, and efficient medium for recording and

enforcing agreements adds a unique dimension to the discussion.

As a result, smart contracts can act as digital versions of traditional contracts, with elements
like offer, acceptance, and consideration. The code acts as the offer, and the use of private keys

for transactions signifies acceptance.
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Smart contracts are significant because they can be responsible for substantial values and
imply certain duties of care. Therefore, not unlike traditional contracts, when individuals and
organizations rely on smart contracts, they may come to harm if terms are not upheld.

Like traditional contracts then, they should prevent and remedy harm if the coded promises
aren't fulfilled. Parties involved in smart contracts, including individuals, corporations, or DAOs,

are seen as entering legal agreements.

However, not all smart contracts carry the same legal weight and the notion of “code is law”
exists on a spectrum. Their significance varies from simple agreements to complex financial
transactions. Therefore, there will be ongoing disputes over the extent to which code should be
considered law, especially in economically significant cases.

Image: Machine98 on ‘Code is Law’

@ Machine98 & @btcmachine9s - 3h

Code is law. When you authorize a contract to transfer your stuff, it can
transfer your stuff until revoked. Eth has been a total shit show since the
Dao hack, literally nothing new here.

@ Jason A. Williams £ @GoingParabolic - 3h

BREAKING B8 NEWS: B8 A hacker is draining wallets of users who
have used NFT Trader.

Millions of dollars in NFTs have been impacted, including top-tier
Bored Apes.
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Source: Machine98 (Twitter)

Well-designed smart contracts function predictably and minimize risks associated with the
contract, i.e., smart contract risk, and the host blockchain, i.e., chain risk. Legal duties can be
implied from the contract's code, statements, and marketing and parties need to ensure that

their smart contracts reflect their promises and representations.

The blockchain offers a neutral, decentralized medium for recording and enforcing agreements,
and has the potential to reduce society’s reliance on traditional legal infrastructure. Due to the
potential of large ramifications, we believe that its full implementation and mainstream

adoption as a legal framework is still years away.
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Image: Code is NOT Law - Avi Arrested

What are you gonna do, arrest

me?

Source: Rekt.news

With that said, we are confident that smart contracts have a significant role to play in the
facilitation of quicker resolution of property and contract disputes.

2024 WILL BE THE YEAR WHEN SOME OF THE MOST NOTORIOUS AND SOPHISTICATED
ACTORS WHO HAVE EXPLOITED A VULNERABILITY ON A SMART CONTRACT END UP DOXING

THEMSELVES AND REVEALING THEIR IDENTITIES. ULTIMATELY, THEY WILL BE RECRUITED BY
THE ORIGINAL PROTOCOLS THAT SUFFERED THE EXPLOITS.

REVELD
PREDICTION
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Financing Undesired Needs

WHAT WE'RE SEEING IS THAT CRYPTO IS
USED AS PART OF THE MONEY-LAUNDERING
METHODOLOGY NOW — IT'S INTEGRATED
INTO IT.

ADRIAN SEARLE

Despite the increasing adoption of cryptocurrencies, a common argument against their use is
still their possible facilitation and funding of illegal activity. There is still a constituency of
people, regulators included, who believe that these digital assets are tools for criminals. While
we won't blatantly ignore the possibility, we also can’t ignore the fact that any medium of

exchange, including traditional ones, can be misused for illegal activities.

According to the 2022 Crypto Crime Report by Chainalysis, $18B in crypto was used for illegal
activities. While significant, this pales in comparison to the estimated $2.8 trillion laundered
globally in 2022.

Despite the rapid growth and adoption of Bitcoin and other cryptocurrencies, their total market
size is still much smaller than that of the global U.S. dollar market and crypto criminal activity
is relatively small compared to the vast amount of dollar transactions.

So while we acknowledge that the anonymous and trustless nature of crypto could make it

easy for criminals to conduct illegal activity, we believe that regulators and other relevant

parties need to consider other aspects before forming a hard stance.
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Fact

Limited Use by
Large-Scale

Table: Arguments Against ‘Crypto Funds Illegal Activities’

Explanation

U.S. officials, including Treasury Secretary Janet Yellen, have testified
that crypto is not a practical tool for large-scale operations like evading

Transparency Aids
Law Enforcement

Criminals sanctions. Large transactions on blockchains are traceable, and the
Treasury Department has not observed significant evasion through
crypto.

Traditional The 2022 National Terrorist Risk Financing Assessment indicated that

Financial traditional financial instruments, including the U.S. dollar, are still the

Instruments preferred tools for criminal and terror financing, not crypto.

Crypto Contrary to the belief that blockchain technology hinders investigations,

it actually helps law enforcement. The percentage of crypto
transactions involving criminal actors is decreasing.

Crypto exchanges, like Binance, have cooperated with law enforcement,
providing data more quickly than traditional financial institutions. The
U.S. Department of Justice successfully used blockchain tracing tools to
recover over $3B in stolen Bitcoin from the Bitfinex hack.

The Need for
Evolution of
Money

The rapid adoption and innovation in crypto show the need for the
evolution of money. Cryptographic transactions offer privacy for
consumers and transparency for law enforcement, presenting a
valuable use case for both individuals and institutions.

Central bank digital currencies (CBDCs) are gaining interest, and
financial institutions are investing in blockchain and crypto assets.

At the end of the day, we know that regardless of the playing field, if there is money to be

made, bad actors will exist. We've seen it once, and we'll see it again. That does not mean we

condone the action. In fact, we fully acknowledge that we suffer as a whole when notorious
entities act in bad faith.
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Image: Elizabeth Warren on Binance
' Elizabeth Warren &
@SenWarren
The CEO of the world’s largest crypto exchange pleaded guilty to
breaking anti-money laundering laws. This is part of a larder trend of

criminal activity in the crypto industry and sadly predictable. | urged
@ThelusticeDept to investigate Binance for lying to Congress.

2:24 PM - Nov 21, 2023 - 269.9K Views

Source: Elizabeth Warren (Twitter)

We're simply stating that regulators shouldn’t let the actions of a few cloud their judgment
when it comes to evaluating a technology that has the potential to affect the magnitude of
positive change that blockchain and cryptocurrencies can. We also encourage policymakers to
educate themselves before taking any such action.

IT'S INEVITABLE THAT MALICIOUS PEOPLE WILL TAKE PART IN MALICIOUS ACTIVITIES.
HOWEVER, THE POWERS THAT BE WILL FINALLY ACKNOWLEDGE THIS IS TRUE REGARDLESS

OF THE MEDIUM OF EXCHANGE. AS SUCH, THEY WILL FINALLY PUT THE ‘CRYPTO IS USED FOR
ILLEGAL ACTIVITIES' NARRATIVE TO REST.

REVELD
PREDICTION
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THE BUSINESS OF BLOCKCHAIN

IN THE SHORT RUN, THE MARKET IS A
VOTING MACHINE BUT IN THE LONG
RUN, IT IS A WEIGHING MACHINE.

BENJAMIN GRAHAM

The evolution of the internet into Web3 marks a significant shift from its Web?2 counterpart.
Currently, Web3 faces an uphill battle due to lower switching costs, weaker network effects,
and lack of economies of scale.

These challenges exist primarily due to Web3’s trust-minimized, transparent, and open-source
nature. And, it cannot be overlooked that user trust and therefore monetization strategies also

vary significantly between the two.

Blockchain’s core value proposition, as a global computing platform with user-controlled data
and digital property rights, has the potential to disrupt various industries and create new
internet-native business models.

In the digital art and collectibles world, Ethereum's Non-Fungible Tokens (NFTs) are enabling
artists to monetize their work directly and receive royalties from secondary sales, transforming
the way digital creations are valued and traded. Similarly, musicians are using NFTs to
distribute their music directly to fans, bypassing traditional channels and unlocking new
revenue streams.
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Table: Key Differences Between Web2 and Web3 Businesses

Difference Explanation

Switching Costs and | In Web3, users face low switching costs due to the trust-minimized
User Loyalty and transparent nature of platforms. This contrasts with Web?2,
where users often develop a strong loyalty to platforms, influenced
by factors like brand recognition and customizability.

Network Effects Web3 experiences weaker network effects compared to Web2. This
is largely due to the product homogeneity that stems from the
open-source nature of Web3 projects.

Economies of Scale | Unlike Web2, Web3 lacks significant economies of scale. The addition
of more users to dApps doesn't lead to substantial reductions in
operational costs.

Monetization and Web3 platforms, exemplified by Uniswap, prioritize transparency and
Trust low switching costs. Uniswap's decision not to take a cut from
liquidity provider fees highlights this. This approach differs from
Web?2 aggregators, which focus on user aggregation and control. This
aggregation and control leads to a "winners-take-all" phenomenon,
where users stick with established platforms.

Ease of Trusting The transparent and open nature of Web3 platforms reduces the
New Platforms perceived risk of switching to new platforms, as operations are open
to public scrutiny through their code.

Non-Custodial Web3 interactions are often non-custodial, lowering barriers to
Interactions switching compared to Web?2 services that may require custody of
user assets.

In gaming, NFTs have introduced dynamic in-game economies and secondary markets,
enhancing the gaming experience and creating new economic opportunities. Brands are also
leveraging NFTs in loyalty programs, offering unique, personalized experiences to customers

and using digital twins for innovative marketing strategies.

For enterprises, Ethereum's smart contracts are streamlining processes in finance and supply
chain management, automating business functions for increased efficiency and transparency. In
the realm of digital content, NFTs are redefining the value of intellectual property, leading to

the emergence of secondary markets where digital content can be traded.
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Digital wallets are evolving beyond simple transaction tools, becoming integral to digital
identity and enabling personalized marketing based on user history. In social media, new
Ethereum-based protocols are allowing creators to maintain and grow their follower base

across platforms, enhancing user engagement.

Image: Ben Thompson on Aggregation

"Aggregation is fundamentally
about owning the user Uber
relationship and being able to

scale that relationship.”

-~
. & &
‘Aggregators enjoy airbnb
winner-take-all effects...” -

- Ben Thompson, Stratechery

Source: Li.Fi (Article)

Lastly, the rise of decentralized marketplaces for cloud computing resources is offering
cost-effective alternatives for web hosting and cloud services, demonstrating the vast potential

of blockchain technology in transforming traditional business models and consumer

experiences.

2024 IS THE YEAR CRYPTO GOES MAINSTREAM - WEB2 COMPANIES WILL BECOME WEB3

COMPANIES, NOT THE OTHER WAY AROUND.

REVELD
THOUGHT
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On a Quest To PMF

MARKETS ARE NEVER WRONG —
OPINIONS OFTEN ARE.

JESSE LIVERMORE

Nowadays, it is very easy to take for granted the maturity of traditional markets. However, this
has been a long journey that began in 1602 with the establishment of The Dutch East India
Company, the world's first publicly traded company. This led to the creation of the Amsterdam
Stock Exchange, marking the birth of stock markets.

Later on, stock markets expanded to European cities like London and Paris in the 1800s. In the
United States, the Industrial Revolution fueled speculation in railroad stocks, culminating in the
birth of the New York Stock Exchange. By the early 1900s, stock markets had become integral
to the global economy. However, a lack of regulation and access to information contributed to
the stock market crash of 1929 and the subsequent Great Depression.

Image: Joel John on Products

ﬁ Joel John & =

@joel_john95

At a certain point in time this market cycle a lot of founders will realise
consumers just don't want their product and that it is not a UX/Ul issue.

Presuming UX is the reason why we can't onboard or retain users is an
intellectually lazy discourse subsidised by VCs atm.

8:25 AM - Dec 21, 2023 - 5,931 Views

Source: Joel John (Twitter)
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After all, it is very easy to forget about all of the above when the global equities markets hold

$100+ trillion of value, with about $45 trillion in the US alone. However, public blockchains

have a lot of value to offer in this regard: they address the challenge of access to information

through real-time transparent data.

As we get closer to the 10th anniversary of Ethereum, it is important to look back and analyze

the product-market fit that the industry has experienced so far. This exercise reveals clear use

cases and their potential adoption in the near future.

First, the most obvious use case is the use of crypto as an alternative store of value. This is one

of the most dominant use cases so far, which also explains why Bitcoin accounts for the largest

share of the crypto market.

Image: Product Market Fit
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Both Bitcoin and Ethereum offer a convenient and efficient way to own a non-sovereign store

of value. At the same time, the demand for alternative stores of value has persisted despite

modern monetary policies. They can also be a hedge against global collapse or the devaluation

of the US dollar.
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However, the US dollar continues to dominate. Nowadays stablecoins are the primary active
use case, with billions of dollars deployed across multiple chains. This is particularly useful for
those regions with unstable local currencies.

Additionally, there is no doubt that speculation and gambling are substantial use cases for
crypto, but they can be seasonal and occasional. Their prominence may vary over time, but we
continue to see time and time again how cult-like communities are formed around specific

currencies.

That being said, despite the large number of hacks and lack of mainstream use cases, we
cannot underestimate the utility of DeFi and social coordination through DAOs. DeFi enhances
the utility of alternative store-of-value use cases but is currently limited and inefficient.

However, it is still a viable alternative for those who don’t have access to better financial rails.
Similarly, DAOs still make sense within crypto protocols, but their potential scalability is
largely limited due to the subjective nature of inputs. They might find niche use cases, but they

won’t replace traditional organizations any time soon.

Speculation has been at the heart of driving innovation throughout history. It serves as the
impetus for birthing new industries and technologies. Even though the notion of “value” is
subjective and relies on human opinions and social constructs, crypto has transitioned from a
phase of pure speculation to one where utility and fundamentals are gaining prominence.

While critics have often dismissed crypto by claiming it lacks intrinsic value and backing,

evidence suggests a different long-term trajectory.

INSPIRED BY THE SUCCESS OF LIDO, MANY WEB3 TEAMS WILL NOW ADOPT A MORE

SUSTAINABLE APPROACH TO DEVELOPMENT, PRIDRITIZING PRODUCT-MARKET FIT AND USER
ACQUISITION BEFORE DECENTRALIZATION.

REVELD
THOUGHT
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BITCOIN - THE GOLD STANDARD

IF YOU DON'T BELIEVE IT OR DON'T GET
IT,| DONT HAVE THE TIME TO TRY TO
CONVINCE YOU, SORRY.

SATOSHI NAKANOTO

Bitcoin, launched in 2009, is a relatively young phenomenon compared to the internet, which
dates back to 1994. Despite its shorter history, Bitcoin's growth in adoption has been
remarkable, often catching even the most informed financial institutions by surprise. It
represents a global connector, transcending traditional boundaries and offering a platform for

value exchange in a world often divided by tribalism and emotion.

As an institutional-grade asset, a global remittance system, and potentially a programmable
network, Bitcoin stands out as a hedge and alternative to the current financial system. The
narrative keeps changing all the time. First, it was meant to be used for payments and then it
became a store of value.

However, to truly understand Bitcoin, one must look into and understand its various facets: the
roles of users, nodes, and miners, the differences between Proof of Work (PoW) and Proof of
Stake (PoS), the history of the Blocksize Wars, and developments like SegWit, Taproot, and the
Lightning Network.

Bitcoin can be more than just “lazy gold” and easier to transport. Should DeFi on Bitcoin gain

more adoption the network would become programmable and unlock unprecedented
yield-generating capabilities.
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Image: The Bitcoin Network
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Rather than simply advocating for buying Bitcoin, it's crucial to adopt a "learn Bitcoin"
approach. Understanding Bitcoin's history and mechanics is vital, whether you're bullish or
bearish on its future. This knowledge is key to navigating (and surviving) market cycles and

remaining engaged in the crypto market.

THE BITCOIN NETWORK WILL BE FORKED AT LEAST ONCE IN 2024. THIS WILL HAVE NO
IMPACT ON ITS PERCEPTION BY INSTITUTIONS OR THE GLOBAL COMMUNITY. JUST LIKE ETH-

POW, EVERYONE WILL FORGET ABOUT THE FORKED CHAIN IN A MATTER OF MONTHS - IT
WILL BE FORGOTTEN.

REVELD
PREDICTION
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Subjective Value of Bitcoin: Perception & Narrative

BITCOIN IS ONE OF THE MOST VIRAL
CONCEPTS | HAVE EVER ENCOUNTERED.

BARRY SILBERT

Bitcoin was initially envisioned as a "Peer to Peer Electronic Cash System," as stated in its
whitepaper. Its value is subjective and varies based on perception, underpinned by the
compelling narrative that surrounds it. Understanding Bitcoin's history is essential for anyone

starting their crypto journey, offering lessons that are crucial for navigating this evolving space.

Bitcoin's creation was not about building an online casino or platform for speculation. Rather,
Bitcoin’s creation was about censorship resistance and permissionless access to money, which
can only be achieved through a decentralized network of nodes that reach consensus in a

trustless manner.

The ambiguity surrounding Bitcoin's identity, whether as digital gold, a currency, or a
programmable layer one, is viewed as a positive factor. The fact that Satoshi disappeared and
there are so many coins that have been lost over the years makes this thesis even more

attractive for people to get interested in it.
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Image: Comparing the Crypto Payment System and Traditional Payment System

Crypto payment VS Traditional payment
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Source: Bitcoin.com

In the end, the history of Bitcoin is one of the most compelling stories to awaken the
intellectual curiosity of most people, regardless of what their interests and areas of expertise

are.
Most importantly, the 2023 progress from crypto winter to what might be the beginning of a

bull market, is backed by strong fundamentals. Small account balances surged, reflecting
broader retail participation and confidence among the long-term holders.
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Image: SBTC Long/Short-Term Holder/Supply Ratio
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Source: Cointelegraph

STARTING IN 2024, CENTRAL BANKS WILL START BUYING SBTC AS A STORE OF VALUE. THE

PROCESS WILL BEGIN SLOWLY IN 2024, THEN ALL OF A SUDDEN IN 2025.

REVELD
PREDICTION
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Addressing Common Criticisms of Bitcoin

BITCOIN IS A SWARM OF CYBER HORNETS

SERVING THE GODDESS OF WISDOM,
FEEDING ON THE FIRE OF TRUTH,
EXPONENTIALLY GROWING EVEN SMARTER,
FASTER, AND STRONGER BEHIND A WALL
OF ENCRYPTED ENERGY.

IICHAEL SAYLOR

While we recognize the potential of Bitcoin and its path toward widespread adoption, it's
important to maintain an objective stance by considering and addressing the prevalent

criticisms it faces.

In the end, BlackRock’s application for a spot ETF is the realization that something of “no value”
can turn into something “of value” just by capturing mindshare consistently over more than a
decade.

Image: Kraken Exchange on Improved Perception on Bitcoin
m Kraken Exchange » @krakenfx + 13h

Perceptions on Bitcoin are improving across the board as more people take
the time to truly understand it! @0
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Source: Kraken Exchange (Twitter)
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Table: Common Criticisms of Bitcoin and Counterarguments

Criticism Argument

Volatility Bitcoin's volatility is often seen as a trade-off for its supply
inelasticity. As adoption grows, its volatility is expected to decrease.

Means of Payment While prioritizing decentralization and security, Bitcoin may not be
the fastest for transactions. However, Layer 2 solutions like the
Lightning Network are enhancing its capacity for everyday

payments.
Environmental The majority of Bitcoin mining utilizes renewable or wasted energy.
Concerns Efforts are ongoing to make mining more environmentally friendly.
Competition Bitcoin's strong network effects and community support make it a

tough competitor to surpass in the crypto market.

Backing Bitcoin's value is underpinned by its code and the social consensus
around its core properties like scarcity, immutability, and
decentralization.

Code Bugs Past bugs have been promptly resolved, and the open-source nature
of Bitcoin reduces the risk of severe, irreversible damage.

Regulation Regulatory developments can impact Bitcoin both positively and
negatively. Clear regulations could aid its growth.

Interest The ongoing interest and accumulation in Bitcoin suggest its
continued relevance and value.

We believe that moving forward, there will be a significant shift in the perception of Bitcoin as
an ESG investment. Despite historically being criticized for its heavy electricity use, the yearly
electricity consumption from mining operations is only 137.91 terawatt-hours, according to

Digiconomist’s Bitcoin Energy Consumption Index, or the equivalent of Ukraine’s power usage.
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Image: Business Insider Headline - Bitcoin Has No Inherent Value!
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Bitcoin is a bubble with 'no inherent value and is terribly overpriced,’
top economist Steve Hanke says
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Source: Business Insider

As more companies recognize the potential benefits, Bitcoin mining could transform the energy
landscape, especially in developing countries. Mining operations have the potential to make
small, unprofitable electrical grids, often powered by local renewable energy sources, into
profitable ventures. This shift could significantly enhance electricity access in these regions,

turning a point of contention into a catalyst for positive change and development.

CRITICS OF THE PAST BECOME SUPPORTERS OF BITCOIN MINING AND AS A RESULT, SBTC

BECOMES AN ESG INVESTMENT ASSET.

REVELD
PREDICTION
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The Much Anticipated Halving

BITCOIN EXPERTS ARGUE THAT

DEFLATION IS NOT BAD PER SE. RATHER,
DEFLATION IS ASSOCIATED WITH A
COLLAPSE IN DEMAND BECAUSE THAT IS
THE ONLY EXAMPLE OF DEFLATION WE
HAVE TO STUDY.

ANDREAS ANTONOPOULOS

Since the last halving, the infamous event when the reward for mining SBTC transactions

halved, the world of cryptocurrency has evolved in ways and at a pace that most didn't expect.

As we approach the much anticipated Bitcoin halving, the landscape for gaining exposure to
Bitcoin (SBTC) has expanded significantly, becoming more accessible, decentralized, and

innovative than ever before.

These advancements could be potential catalysts for more people, both retail and institution,
to purchase Bitcoin before next year’s halving, generating positive price movement.

As most people know, Bitcoin operates on a fixed supply model, with a total of 21 million coins
set to be released gradually over time. The supply of new bitcoins decreases predictably and

transparently.

Every four years, the block reward for miners, known as the "block reward," is halved. This
event is referred to as the "halving." It will continue until the year 2140 when the maximum

supply of 21 million bitcoins is reached.
Bitcoin's supply and distribution rules are based purely on mathematics and are designed to be

predictable. The next Bitcoin halving is projected to occur on April 20, 2024, with the mining
reward per block decreasing from the current 6.25 SBTC to 3.125 SBTC.
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The Efficient Markets Theory suggests that if an event like the Bitcoin halving is widely known
in advance, it should already be priced into the market. However, there can still be
opportunities for investors to profit even when an event is anticipated.

Historical data shows that Bitcoin tends to follow certain patterns around halving events. The
price typically bottoms out approximately 477 days before the halving, experiences a rally
leading up to it, and then sees significant price increases afterward.

The impact of Bitcoin halvings is often analyzed using the stock-to-flow (SF) ratio. This is the
infamous indicator that tricked the masses into believing that SBTC would reach $100k in the
previous cycle. Regardless, the SF ratio measures the existing supply of a commodity relative
to its new production.

Image: Bitcoin Halving

Source: DALL-E

You can infer that previous halvings had a substantial impact on price because they
significantly reduced the new supply of bitcoins. However, as Bitcoin matures and most of its

coins are already in circulation, the impact of each halving on supply reduction decreases.
If historical patterns were to repeat, the next Bitcoin halving could see the price rise before the

event and experience significant growth afterward. However, this time is different — it will be

the first halving that will take place in a high-interest rates environment.
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As the year comes to an end, there remains to be much anticipation surrounding the Bitcoin
ETF, representing continued advancement in market accessibility. This ETF is expected to offer
a more straightforward way for traditional investors to gain exposure to Bitcoin, mirroring the
impact of similar financial products in traditional markets.

As an example, we are seeing that TradFi continues to bid SBTC, with SBTC CME basis at the
top end of its range as we approach the end of the year. Current interest in CME futures hints

at good participation once the ETF is approved.

Image: Panterra Capital Shows Past Bitcoin Halving Rallies
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Source: Pantera Capital - Blockchain Letter

We think that this newfound ease of access and the overall increase in awareness and
adoption of Bitcoin can give it the tailwinds that it needs to generate positive, pre-halving price
movement. But with that said, reflecting upon cycles past, we've historically seen that halvings

don't result in immediate price movement.

Rather, halvings have typically resulted in small net movements, with the ‘pump’ coming
months after. As is often said in markets, history doesn’t repeat but it tends to rhyme.
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Overall, the upcoming Bitcoin halving is set against a backdrop of diverse investment and
engagement options, ranging from direct purchases and innovative trading platforms to
earning yield and investing in crypto-related equities. This variety caters to a wide range of
investor preferences and risk appetites, making Bitcoin more accessible and versatile than in

previous cycles.

Here's something to think about: when the pump does come, watch for spot tokens that are
highly correlated to SBTC's price action on halving events - track the rolling correlation and

rotate capital into tokens that are lagging and are likely to catch up.

THE BITCOIN HALVING WILL BE A NON-EVENT. HOWEVER, IT WILL BE FOLLOWED BY A
SIGNIFICANT RALLY THAT WILL CATCH MANY INDIVIDUALS AND INSTITUTIONS OFF GUARD.

THOSE WHO ARE CURRENTLY UNDEREXPOSED TO BITCOIN MAY FIND THEMSELVES
COMPELLED TO PURCHASE AT SUBSTANTIALLY HIGHER PRICES.

REVELD
PREDICTION
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The Bitcoin Spot ETF: A Multi-Billion Opportunity

THESE BIG GIANT MOVES EVERY DAY...ITS
A THIN MARKET. CAN IT EVOLVE INTO A
GLOBAL MARKET? POSSIBLY.

LARRY FINK ON SBTC

The introduction of a Bitcoin Exchange-Traded Fund (ETF) is a pivotal development as it
provides a regulated avenue for a diverse range of investors to access the Bitcoin spot market.
This could lead to substantial capital inflows, potentially influencing Bitcoin's value, especially
with the upcoming halving event.

This presents a unique opportunity for some of the largest financial institutions in the world to
generate a Bitcoin-centric narrative, which is something that has never occurred before.

Image: GCR on ‘Sell the News'

GCR
@GiganticRebirth

When 95% of traders are anticipating a sell the news event, it's almost
always going to buy what 've referred to in the past as, "inverse sell the
news"

Lot of people sidelined with fear of an event are forced to fomo back in
Sell the news happens when it's unexepected

11:09 PM - Aug 5, 2021

Source: GCR (Twitter)
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Table: The Opportunities That a SBTC Spot ETF Introduces

Opportunity Description

Global Access

The ETF simplifies entry into the Bitcoin market, overcoming hurdles
like KYC norms, custody issues, and regulatory challenges.

Investor Diversity

It appeals to various investors, including family offices, private banks,
and hedge funds, who have been keen on a Bitcoin ETF.

Market Potential

The ETF's Total Addressable Market is estimated between $10B and
$20B, indicating the capital it could attract.

Demand Across
Sectors

There's anticipated demand from retail, private banks, hedge funds,
family offices, mutual funds, and pension funds.

Gradual Capital
Inflow

Capital influx into the ETF is expected to be steady, due to factors such
as the Bitcoin halving event, credit tightening followed by quantitative
easing measures, and geopolitical uncertainties.

Incentives for
Providers

ETF providers are motivated to promote this product due to its
profitability. In 2022, over $100B in fees were collected in ETF fee
revenue.

Market Perception

Approval of the ETF signals Bitcoin's legitimacy as an investable asset.

Tax Efficiency and
Passive Turnover

ETFs have significantly lower capital gains payouts as a percentage of
their NAV compared to mutual funds. At the same time, the majority of
ETFs are passive, which typically results in lower turnover rates
compared to active mutual funds. Lower turnover leads to fewer capital
gains distributions.

Secondary Market
Trading

ETFs primarily trade on the secondary market, which does not affect the
underlying portfolio, unlike mutual fund trades that can alter the fund's
composition.

In-Kind
Redemptions

ETFs have a unique mechanism called in-kind redemptions, which
allows for the exchange of ETF shares for baskets of underlying
securities without triggering a taxable event.

It is also important to note that upon ETF approval there will be a time gap before it starts

trading. This is another uncertain event for which traders might want to position, especially

with the halving on the horizon.
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Image: Willy Woo on the Likelihood of a SBTC Spot ETF
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It's very likely we are on the eve of a #Bitcoin /3 spot ETF.

The first commodity ETF was SPDR Gold Trust. It provided a simple way
for investors to access gold in their portfolio. When it launched gold
went on to an 8 year rally with no single down year between 2005 -
2012.

3:31 AM - Dec 4, 2023 - 768K Views

Source: Willy Woo (Twitter)

BTC WILL HIT A NEW ALL-TIME HIGH, ESTABLISHING ITSELF AS A NEW ASSET CLASS. BUT
POLITICAL EVENTS AND THE POTENTIAL SHIFT IN REGULATORY STANCE WILL ULTIMATELY

DICTATE HOW HIGH THE PRICE OF BITCOIN GOES. HOWEVER, EVEN IF IT ESTABLISHES A NEW
HIGH, WE'RE MORE OPTIMISTIC THAT ANY BREAK OF 100K WILL ocCUR IN 2025.

REVELD
PREDICTION
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Bitcoin’s Price Action

ONE OF THE GREAT RESPONSIBILITIES
THAT I HAVE IS TO MANAGE MY ASSETS
WISELY SO THAT THEY CREATE VALUE.

ALICE WALTOR

In 2023, Bitcoin has continued to demonstrate its fundamental value and resilience, solidifying
its position as a globally relevant asset and network. Despite the volatility, Bitcoin has shown a
long-term uptrend, with an average annual growth rate of approximately 2.3 times over the

past twelve years.

Bitcoin's notable outperformance compared to traditional safe assets since the start of the year
has caught the eye of the entire asset management world, including those in TradFi who were
previously less engaged with cryptocurrencies.

It's no longer merely a speculative vehicle but a platform for innovation and a symbol of
decentralization and permissionless access. This distinct trend has sparked curiosity about

what's driving it.

There’s no doubt that the period between November 2021 and November 2022 was a bear
market phase. During this time, Bitcoin's price sharply declined and it gave up a significant
amount of the gains achieved between mid-2020 and mid-2021. However, it appears that we
have turned the corner and Bitcoin is heading into 2024 with some serious tailwinds at its
back.
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Image: Price of Bitcoin on the Move
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Table: Factors That May Affect Bitcoin’s Price in 2024

Factor Explanation

Unusual Divergence Bitcoin's performance deviating from its usual trends and other
safe assets is unusual and noteworthy.

Potential for 'Recoupling' | During market downturns, Bitcoin might temporarily align again
with broader market trends, offering potential investment
opportunities.

Bitcoin ETF Anticipation The expected launch of a Bitcoin ETF is a major factor fuelling a
torrid run from ~$24,000 to ~$38,000 between June and

November.
Looking Beyond the The sudden, significant rise in Bitcoin's price might also suggest
Obvious other influences at play, not just ETF anticipation.
Market Insight The market might be factoring in unknown elements. This has

happened before with other assets, like gold's surge in price.

-102 - REVELOINTEL



With all of these factors at play, we think that monitoring Bitcoin's price movements and
staying attuned to the market sentiment and news is essential. While the anticipation of an
ETF is a significant factor, it's important to remain vigilant and watchful for other potential
catalysts or information that explains or drives Bitcoin's performance and to understand the
broader market dynamics that may influence its movements.

PRICE DRIVES FUNDAMENTALS; SCHODLS AND UNIVERSITIES AROUND THE WORLD WON'T BE

ABLE TO IGNORE SBTC ANY LONGER.

REVELD
THOUGHT
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The Custody Problem

YOUR KEYS, YOUR BITCOIN. NOT YOUR
KEYS, NOT YOUR BITCOIN.

ANDREAS ANTOROPOULOS

Crypto's biggest strength, its portability and accessibility, can also be its biggest weakness.
The ability to carry around and access one’s net through a simple set of words, i.e., seed
phrase, is a great proposition. However, this ability also poses challenges, especially when it

comes to integrating institutional players into the crypto space.

The debate between self-custody and third-party custody is a central aspect of this challenge.
Self-custody, often epitomized by the adage “not your keys, not your crypto,” offers
unparalleled control over one's assets. However, self-custody is fraught with complexities and
risks, such as vulnerability to phishing attacks.

Even sophisticated institutions often grapple with the nuances of private key management.
Conversely, third-party custody solutions, while mitigating some risks, introduce their own set

of trade-offs, including dependency and potential security vulnerabilities.

These big institutions, with the sophistication to understand self-custody, still struggle with
private-key mismanagement in the market. The industry has suffered multiple, significant
incidents underscoring these challenges.

Fortress experienced a severe security breach leading to substantial customer fund losses.
Similarly, Prime Trust faced regulatory scrutiny due to inadequate custody solutions, resulting

in substantial financial discrepancies.
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The reliance on hardware wallets, such as Trezor and Ledger, as a safer alternative for storing
private keys, has proven not to be a foolproof solution. For instance, James Howells, who
inadvertently disposed of a hardware wallet containing $81M in Bitcoin, illustrates the
limitations and risks associated with physical storage devices.

Image: Warren Davidson on Protecting Self-Custody

& Warren Davidson ™ 2
‘ @WarrenDavidson

Anyone attacking self-custody is telling you they oppose individual
freedom. They don't trust you and they want someone who they can
control to control your assets.

Pass my Keep Your Coins Act to protect self-custody and
#DefendFreedom.

Source: Warren Davidson (Twitter)

These examples underscore a clear gap in the market: the need for robust, reliable custodial
infrastructure capable of supporting the stringent requirements of major financial institutions.
As the crypto industry continues to evolve, developing and implementing effective custody
solutions remains a critical area for growth and stability.

A LARGE INSTITUTION AND/OR EXCHANGE WILL LOSE ACCESS TO THEIR FUNDS DUE TO THE

MISMANAGEMENT OF THEIR SEED PHRASE.

REVELD
PREDICTION
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Scaling Bitcoin to New Heights

BITCOINERS PROTECT BITCOIN AGAINST
SH*TCOINISM, BUT THEY ARE ALSO
KEEPING IT FROM VALID TECHNICAL IDEAS.

ERIC WALE

The Bitcoin ecosystem has seen remarkable growth and innovation in 2023, marked by a surge
in Bitcoin addresses and transaction volumes, indicating an expanding user base. Despite
market fluctuations, Bitcoin continues to attract advocates and dedicated supporters,

showcasing its resilience and long-term appeal.

However, there remains a lack of consensus on whether Bitcoin should be treated solely as a
store of value or be used to unlock DeFi use cases and drive innovation and diversity within the
Bitcoin ecosystem. This has brought forth the question of whether Bitcoin should be more

programmable or capital-efficient.

Some napkin math reveals that SBTC dominance fluctuates between 40-60%, while SETH +
Layer 2s + ‘all dApps’ have achieved an all-time high of 20% dominance of total crypto market
share. Even if institutions passively hold all of their SBTC, unlocking only a small amount of
SBTC liquidity for DeFi purposes could more than double the total size of DeFi markets as we
know it today.

Making Bitcoin more programmable involves enhancing Bitcoin's capabilities to resemble
Ethereum, focusing on smart contracts, DeFi, token standards, interoperability, layer 2
solutions, and more. This can unlock use cases such as trustless SBTC staking, native

stablecoins, insurance products, and even address Miner Extractable Value (MEV) issues.
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On the flip side, the psychology of BTC holders, especially those who are risk-averse, i.e.,
Bitcoin Maxis, prioritizes security and risk mitigation over programmability. Enhanced
programmability may introduce vulnerabilities that deter such holders from participating.

Image: Bitcoin Dominance
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As more net-new liquidity comes from institutional players and non-crypto-native retail
holders, the most proficient subset of builders and DeFi users can get a significant edge by not

disregarding Bitcoin scaling solutions and keeping an eye on the latest developments.

One of the key developments in the Bitcoin space is the revival of BRC-20 transactions, leading
to increased network activity and fees. This resurgence is highlighted by Binance's listing of
SORDI in November, the first token on the BRC-20 platform, signaling growing interest and

adoption in this ecosystem.

The introduction of BitVM (Bitcoin Virtual Machine) marks a significant milestone, enabling
smart contract execution and computational programs on Bitcoin's network without altering its
core rules. This innovation brings decentralization, trustless Bitcoin Peg-Ins, and

Turing-Complete Contracts to Bitcoin, broadening its capabilities and use cases.
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There are currently multiple solutions for scaling Bitcoin, predominantly focused on facilitating
faster and cheaper payments.

Table: Bitcoin Scaling Solutions

Solution Description

Lightning Network | The most popular solution, the Lightning Network, which introduced
state channels and high-speed microtransactions, still faces challenges
due to its complexity and reliance on custodial wallets which goes
against the core ethos of crypto.

Sidechains Sidechains like Rootstock, Liquid Network, and Drivechain offer diverse
use cases, especially in DeFi, by enabling smart contracts while
maintaining a strong connection to Bitcoin's security.

Rollup Chains Rollup chains, such as Rollkit, are gaining traction as they address
scalability and efficiency issues. These solutions involve running
verification code and storing result data on Bitcoin's Layer 1. While
there are debates about their true nature, as they are sometimes seen
as alternative Layer 1 networks that store their block data on Bitcoin,
they present potential benefits.

Bitcoin Layer 2s The growing interest in Bitcoin Layer 2 solutions compatible with the
Ethereum Virtual Machine (EVM) is crucial for unlocking Bitcoin's full
potential. Projects like Rootstock, Botanix, Chainway, and Rollkit,
developed by Celestia, are notable examples. They enable the creation
of decentralized applications, including DeFi projects, stablecoin, and
exchanges, on Bitcoin.

MOST OF THE SCALING SOLUTIONS WON'T SEE ANY MEANINGFUL TRACTION. ONLY SSTX WILL

GARNER ANY ATTENTION, AND THIS WILL BE DRIVEN MORE BY PRICE ACTION THAN BY
FUNDAMENTALS OR ACTIVITY WITHIN THE ECOSYSTEM.

REVELD
PREDICTION
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Stacking Up Bitcoin

| THINK THE WHOLE NARRATIVE OF
BLOCKCHAIN WITHOUT BITCOIN WILL
AMOUNT TO VERY LITTLE.

FRED EHRSAM

Stacks (STX) is making significant strides in the Bitcoin ecosystem, distinguishing itself with a
range of innovative features. Unlike the Lightning Network, which primarily focuses on
payments, Stacks is evolving into a dominant, general-purpose Layer 2 solution for Bitcoin.

Earlier this year, we shared our thesis on Stacks in an Analyst Insight - read it here.

S - Secured by Bitcoin’s hash power.

T - Trust minimized peg mechanism, see sBTC whitepaper.

A - Atomic swaps and assets owned by $BTC addresses.
C - Clarity programming language for safe and secure contracts.
K - Knowledge of the full state of the Bitcoin network.

S - Scalable and fast transactions that settle on Bitcoin.

Interoperability is a major focus for Stacks, especially with the upcoming Nakamoto Upgrade.
Stacks will introduce new subnets that will support various programming languages and
execution environments, including Ethereum Virtual Machine (EVM) subnets and Rust VM. This

expansion will open doors to a wider range of developers and applications.

The integration of WebAssembly (WASM) support directly at the Stacks Layer 2 level is also
underway, further enhancing the platform's flexibility and appeal. And after the Nakamoto
upgrade, SSTX will inherit Bitcoin's full hash power, significantly enhancing transaction

security and resistance to reorganization.
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Image: Stacks Architecture
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The introduction of sBTC within the Stacks ecosyste