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Jump Capital

Venture Capital firm funded exclusively
by owners & employees of Jump Trading

Founded in 2012, and have invested in
60+ companies in the Fintech, IT & Data
Infrastructure, B2B SaaS and Media
sectors. Typical investment is $4-$10mm.

Invested in 15+ crypto companies

Jump Crypto Investments
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Jump Capital’'s Core Crypto Theses

i j Bitcoin will be digital gold for the digital The ascent of bitcoin and < THE BLOCK

age, and it will have a place in most stablecoins: Jump Capital’s mid-
investor portfolios

2020 crypto theses

Stablecoins will provide a new global
money movement rail and will enable

dollarization of much of the world

Crypto has enabled a great global casino
for traders and speculators
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Risks of Inflation or Instability Heightening

Fiscal responses to COVID have pushed Debt-to-GDP ratios to levels last seen during WW2
Monetary responses have significantly increased the monetary base

US Federal debt held by the public
% GDP; Source: Congressional Budget Office (CBO)
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Source: “Market Outlook — Macro Perspective” from May 2020 by Paul Tudor Jones and
Lorenzo Giorgianni
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Bitcoin Rates Well As a Potential Store of Value

Bitcoin
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Most Investors Should Have an Allocation to Bitcoin

BTC Market Cap Today
~$120B

BTC Price ~$10k

Potential TAM for dominant,
non-sovereign monetary store

of value cryptoasset
= $4.7T - $14.6T

= $260,000 - $800,00 per BTC

An Investment with a
26x — 80x upside
requires a probability
of 1.3% - 3.9% to be
positive net expected
value




Top Institutions Buying Bitcoin is a Catalyst

Paul Tudor Jones Buys Bitcoin as a
Hedge Against Inflation

By Erik Schatzker
May 7, 2020, 12:55 PM EDT Updated on May 7, 2020, 3:46 PM EDT

Legendary Macro Investor Paul Tudor Jones recently announced that his fund was buying BTC futures as a hedge against
excessive government borrowing and what he terms “The Great Monetary Inflation”

At the end of the day, the best profit-maximizing strategy (s to own the fastest horse. Just own the best performer and not get wed to
an intellectual side that might leave you weeping in the performance dust because you thought you were smarter than the market.

orced to forecast, my bet is it will be Bitcoin.”

Paul Tudor Jones
Founder & CEQO, Tudor Investment Corp

@ JumpCapital



Crypto Trading




Speculation Currently Primary Crypto Use Case

BTC is not digital gold yet (it's only 11 years old after all) — it's still a bet that it will be digital gold in the future.

The largest volumes are on lightly requlated platforms that offer a high number coins and stablecoin pairs

@ THE BLOCK Legitimate volume on spot exchanges
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Volumes on Some Derivative Exchanges <$400bn / Month

Volumes primarily on lightly reqgulated international platforms which offer high leverage (e.g. 100x) and stablecoin pairs

@ THE BLOCK Monthly volume of Bitcoin futures
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Stablecoins




What is a Stablecoin?

66 Digital units of value that are not a form of any specific
currency (or basket thereof) but rely on a set of

stabilisation tools which are supposed to minimize
fluctuations of their price in such currency(ies).”

— ECB 2019

@D JumpCapital

Bullmann, Dirk, Jonas Klemm, and Andrea Pinna. "In search for stability in crypto-assets: Are stablecoins the solution?." ECB Occasional Paper 230 (2019).



What is a Stablecoin?

66 Cryptographic tokens which circulate on public blockchains
and aim to track the return of sovereign currencies.”

— Castle Island Ventures, 2020

@D JumpCapital



ORORG

What is a Stablecoin? @

Ownership determined by public key infrastructure (Cryptography)
Owner possesses private key which can permission spend from an address on a distributed ledger
where the token resides. Typically a bearer asset (possession of private key determines ownership)

Circulates on a public blockchain
Allowing any third party to interact with the asset and audit key metrics

Intended to track the return or some sovereign currency
Targets the return of USD or other currency, and but may deviate from peg

QD JumpCapital



Why Stablecoins Matter

Open Network Dollars (and other fiat currencies)
For the first time ever, any person or entity in the world can hold, receive and send digital dollars

« All that is required is a crypto wallet (open source software) - “Digital Cash”

» All other ways to hold and transact in digital dollars require joining closed networks (SWIFT, banking
system, PayPal, etc. etc.)

QD JumpCapital



Why Stablecoins Matter (1w

Programable Money
Money that can be owned and completely controlled by software / smart contracts
Smart contracts can interact with each other to build financial systems (“Money Lego Blocks")

@ 24/7, Low-Cost, Near-Instant Settlement

This iIs offered by stablecoins.....(but hypothetically should also be possible with centralized systems)

QD JumpCapital
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Bank System Liability
Backed - Onshore

 Full reserves held by
U.S. / locally
domiciled and
regulated banks

. Eg., USDC, PAX, TUSD

2

Types of Stablecoins

Bank System Liability
Backed - Offshore

* “Full reserves” held by
offshore banks

» E.g., USDT (Tether)

3

Collateral Backed

3a

Swap Based
* E.g., Valwu Dollar

3b

Overcollateralized

* E.g., Dai

A4

Algorithmic
Monetary Policy

 Value stabilized using
algorithmic monetary

policy
» E.g., Terra, Celo, Basis

QD JumpCapital



Types of Stablecoins

Centralized Issuance / Redemption Decentralized
Convertible Synthetic
01 02 03 04
Bank System Liability Bank System Liability Collateral Backed Algorithmic
Backed - Onshore Backed - Offshore ‘ Monetary Policy
3a
 Full reserves held by » "Full reserves” held by Swap Based  Value stabilized using
U.S. /locally offshore banks . Eg, Valiu Dollar algorithmic monetary
domiciled and . Eg. USDT (Tether) policy
regulated banks r .
3b » E.g., Terra, Celo, Basis
* £g. USDC, PAX, TUSD Overcollateralized
» E.g., Dat

QD JumpCapital



Centralized / Redeemable Stablecoin

Example - USDC

Creator / Redeemer

\_

@ CIRCL: coinbase

/

)

/ Custodian Bank

(Ebancorp

Trading Firm / Corporate Entity

\

Exchanges / Counterparties /

Any Entity with a Crypto Wallet

/

QD JumpCapital



Smart Contract

\_

Collateralized Debt Position (CDP)

~

/

*Highly simplified schematic

Example - Dai

Decentralized Overcollateralized Stablecoin

Collateral
0.004 ETH (~$1.50)

>

v

Dai
1 Dai ($1.00)

Buy ETH
0.004 ETH (~$1. 50)

Crypto Exchange

Any Entity with a Crypto Wallet

\

Exchanges / Counterparties /

Any Entity with a Crypto Wallet

/

Full Maker Dai system (s complex and includes price oracles for determining value of collateral,
liguidators to liquidate undercollateralized positions, Maker governance token, and stability fees.

@ JumpCapital



Smart Contract

UST Protocol

*Highly simplified schematic

Burn Luna
~3 LUNA ($1.00)

O

-

J

Terra USD
1 UST ($1.00)

Example - Terra

Decentralized Algorithmic Monetary Policy Stablecoin

-

Crypto Exchange

Buy Luna
~3 LUNA ($1.00)

O

Any Entity with a Crypto Wallet

\

Exchanges / Counterparties /

Any Entity with a Crypto Wallet

/

Full Terra system (s complex and includes price oracles for determining Luna price,

transaction fees / staking rewards, etc.

lerra (s particularly
noteworthy as they
started in Korea and
their Korean Won
pegged stablecoin
(KRT) powers CHAI
Pay, a payments
provider with 2mm
registered users

@ JumpCapital



Stablecoin Value Outstanding ~$17bn (23)

Tether is Dominant with >$13bn

@ THE BLOCK Aggregate supply issued of stablecoins
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On-Chain Transaction Volume >$100bn / Month

@ THE BLOCK Adjusted transaction volume of stablecoins
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Stablecoin Use Cases

Trading
@ USD based trading / settlement account for crypto traders

* Enables USD pair trading and USD denominated settlement for exchanges and traders -
without requiring USD bank accounts

* Very high demand for these pairs — most liquid / highest volume markets

* Enables traders to quickly settle with counterparties and move USD between exchanges
(24/7, faster than a wire) — particularly relevant for exchanges not on SEN or Signature

International Payments
Enables easier capital flows between international market participants

» E.g., Enables manufacturer Asia to easily pay supplier in Latin America in USD; or
U.S. company to pay individual workers in emerging markets in USD

QD JumpCapital



Stablecoin Use Cases

Dollarization of the World
There is an insatiable demand for USD around the world

» See Eurodollar market and USD cash savings / usage in emerging markets....
» 2/3rds of USD currency is already held outside U.S.

» Enabling anyone, anywhere to hold USD will put pressure on poorly managed
currencies...expect significant dollarization in emerging markets

Markets
Venezuela ls Now More Than 50%
Dollarized, Study Finds ... ..o

By Fabiola Zerpa

November 5, 2019, 251 PM CST Whuy stablecoins are starting to
take off in Argentina

by Kristin Majcher

@D JumpCapital



Future Stablecoin Use Case?

@ FX on Stablecoin Rails

Once major currencies are In stablecoins in sufficient supply, is FX market settled in stablecoins?
* These markets would be completely accessible to any person or entity in the world (Open network)
« 24/7, near-instant, near-free settlement of any currency trade
* Could settle using atomic swaps / smart contracts for zero counterparty risk

QD JumpCapital



Summary

Bitcoin will be digital gold for the digital
age, and it will have a place in most

investor portfolios Bitcoin, crypto-assets, and particularly

stablecoins are creating new market

@ Stablecoins will provide a new global opportunities and making significant

money movement rail and will enable Impacts on existing markets.
dollarization of much of the world

Institutions that embrace these changes will
be best positioned to capitalize on them.

Crypto has enabled a great global casino
for traders and speculators

@ JumpCapital
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