
 

Welcome to Morgan Creek Digital's digital asset update. It is comprised of a thought piece
from our team. We hope you find this content interesting. Please let us know if you have any
comments or questions or if you would like to speak to a member of the Morgan Creek
Digital team. 

The approvals of Bitcoin spot exchange-traded fund (ETFs) have marked a significant
milestone in the cryptocurrency market, with all eleven issuer applications receiving
the green light early last month. Further, analysts have drawn parallels to the launch of
the first U.S. gold ETF in November 2004, which was followed by a nine-year
consecutive rise in gold prices and attracted $89 billion in inflows.1 On February 28th,
all the spot Bitcoin ETFs reached a combined net inflow of nearly $7.4 billion (for
perspective, that is over 8% of gold’s nine-year run of inflows).2

Why Does This Matter?
The introduction of U.S. spot Bitcoin ETFs, attracted an average of $195 million in
daily inflows in February, contrasting with the Bitcoin network's daily production of
approximately 900 coins.3 This discrepancy could underscore the growing demand and
limited supply dynamics pushing Bitcoin's value upward.

"Bitcoin is an asset that exists in the absence of a liability just like gold, its stock-to-
flow ratio is very high. In fact, it [Bitcoin's stock-to-flow ratio] is a little higher than
gold as of the last halving cycle and should continue to increase after the next halving
cycle.4 Bitcoin’s network has a daily production of approximately 900 coins, which
will become 450 in daily production in April. Therefore, the scarcity of this asset is
rather dramatic, and it has a new source of demand as a result of spot Bitcoin ETFs.”

-         Mark Yusko, Morgan Creek Digital Managing Partner, via Digital Currents

Further, it is important to understand Bitcoin's price increase as part of a broader trend,
with a nearly 42% rise in value in February 2024, fueled by the introduction of ETFs
and the upcoming "halving" event, coupled with a tight supply and increasing demand,
especially from institutional investors.5 In fact, on February 28th, Bitcoin's value
exceeded $63,000 for the first time since November 2021, resulting in significant
market activity, with $178 million in short positions and about $83.5 million in long
positions liquidated in 24 hours, highlighting the volatility of the market.6

Historical data on alternative asset ETFs market would suggest that flows into Bitcoin
ETFs will not happen all at once, despite the early signaling of rapid inflows. Some
platforms will take time to approve the new ETFs, and investors could choose to
approach them cautiously, gradually increasing their positions over time. Recognizing
this, it is important to adopt a long-term investment perspective, looking for sustained
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growth patterns. The approval of Bitcoin spot ETFs represents a pivotal moment for
the digital assets market, with potential implications for the long-term adoption as
mainstream assets. As institutional interest grows, the convenience of Bitcoin ETFs
may play a crucial role in shaping the future landscape of the digital asset market.

“One of the things that is exciting about this [the approvals of spot Bitcoin ETFs] is
that only one in 25 boomers, about 4%, have exposure to Bitcoin. Boomers own about
$37 trillion of capital, but interestingly about $30 trillion of that is controlled by
financial advisors, which have, for the most part, about zero exposure to crypto. If
there is $30 trillion up for grabs by these advisers, and if strategists eventually adopt a
small allocation of Bitcoin via ETFs, say 10 basis points, that's $30 billion, or
potentially 100 basis points, that's $300 billion of incremental demand for an asset that
trades about $8 to 10 billion a day. This equates to a significant supply-demand
imbalance, and we think that boomers can have an impact with just a small incremental
movement.”

-         Mark Yusko, Morgan Creek Digital Managing Partner, via Digital Currents

Click here for Bitwise, Bitcoin Spot ETF, and Blockchain’s Evolution, A Conversation
with Hunter Horsley

Click Here to listen to the latest episode of Digital Currents

Podcast feed: subscribe to Digital Currents in your favorite podcast app, and follow us
on Apple Podcasts, or Spotify

1Visualizing Gold ETFs' Record Inflows of 2020 - Visual Capitalist
2https://www.theblock.co/post/279798/spot-bitcoin-etfs-record-net-inflows-blackrock-ibit
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3https://finance.yahoo.com/news/bitcoin-breaks-61-000-flood-163747029.html
4The “halving cycle” reduces the mining rewards by half and historically precedes major market rallies.
5https://www.forbes.com/advisor/investing/cryptocurrency/why-is-bitcoin-going-up/
6https://finance.yahoo.com/news/why-bitcoin-popped-over-64-214245888.html
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Important Disclosures
The above information reflects the opinions of Morgan Creek Digital as of the time this is written and all such
opinions are subject to change. No representation or warranty, express or implied, is given by Morgan Creek Digital
as to the accuracy of such opinions, and no liability is accepted by such persons for the accuracy or completeness of
any such opinions.
 
No Warranty
Neither Morgan Creek Capital Management, LLC nor Morgan Creek Digital warrants the accuracy, adequacy,
completeness, timeliness, or availability of any information provided by non-Morgan Creek sources.

This information is neither an offer to sell nor a solicitation of an offer to buy interests in any investment fund
managed by Morgan Creek Capital Management, LLC or its affiliates, nor shall there be any sale of securities in any
state or jurisdiction in which such offer or solicitation or sale would be unlawful prior to registration or qualification
under the laws of such state or jurisdiction. Alternative investments involve specific risks that may be greater than
those associated with traditional investments.
 
Forward-Looking Statements
This presentation contains certain statements that may include "forward-looking statements" within the meaning of
Section 27A of the Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934. All statements,
other than statements of historical fact, included herein are "forward-looking statements." Included among
"forward-looking statements" are, among other things, statements about our future outlook on opportunities based
upon current market conditions. Although the company believes that the expectations reflected in these forward-
looking statements are reasonable, they do reflect all assumptions, risks and uncertainties, and these expectations
may prove to be incorrect. Actual results could differ materially from those anticipated in these forward-looking
statements as a result of a variety of factors. One should not place undue reliance on these forward-looking
statements, which speak only as of the date of this discussion. Other than as required by law, the company does not
assume a duty to update these forward-looking statements. Past performance is no guarantee of future results. The
illustrations are not intended to predict the performance of any specific investment or security.

General
This is neither an offer to sell nor a solicitation of an offer to buy interests in any investment fund managed by
Morgan Creek Capital Management, LLC or its affiliates, nor shall there be any sale of securities in any state or
jurisdiction in which such offer or solicitation or sale would be unlawful prior to registration or qualification under
the laws of such state or jurisdiction. Any such offering can be made only at the time a qualified offeree receives a
Confidential Private Offering Memorandum and other operative documents which contain significant details with
respect to risks and should be carefully read. Neither the Securities and Exchange Commission nor any State
securities administrator has passed on or endorsed the merits of any such offerings of these securities, nor is it
intended that they will. This document is for informational purposes only and should not be distributed.

Risk Summary
Interests in the Morgan Creek Digital Fund IV, LP ("Fund") are speculative and involve a significant degree of risk.
Cryptocurrencies and related businesses have limited performance histories, can be extremely volatile, and are not
subject to many of the regulatory oversights over which other investable assets are subject. An investment in the
Fund is suitable only for sophisticated investors and requires the financial ability and willingness to accept the high
risks and limited liquidity inherent in the Units.

There can be no assurance that the Fund will be successful or that losses will not be incurred by the Fund. Each
investor in the Fund must have the ability to bear the risk of loss of their entire investment and must be prepared to
bear such risks for an extended period of time. Investors are strongly urged to consult with their professional
advisors and to carefully review the risk prior to investing.

Performance Disclosures
There can be no assurance that the investment objectives of any fund managed by Morgan Creek Capital
Management, LLC will be achieved. Past performance is not indicative of the performance that any fund managed
by Morgan Creek will achieve in the future. Although Morgan Creek Capital Management, LLC has been presented
with co-investment opportunities in the past, there can be no assurance that Morgan Creek will be presented with
similar opportunities in the future. Further, there can be no assurance that co-investment opportunities will be
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available in the future.
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