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Executive Summary

*= The short-term macroeconomic cycle offers the
best explanation for Bitcoin boom and bust cycles.
Two factors are considered: the availability of
capital seeking risk, and the purchasing power of
that capital.

» Of the two factors, interest rates provide an early
signal by as much as 18 months. Lower interest
rates simultaneously increase the amount of
capital for investment into Bitcoin, while
increasing the present value of existing Bitcoin vis-
a-vis its adoption curve.

» The U.S. dollar can serve as a concurrent indicator
for Bitcoin cycle price tops. The dollar-Bitcoin
relationship mimics the currency use aspect of
Bitcoin. A high demand for dollars necessarily
means low demand for other currencies, including
Bitcoin.

= Given that credit cycles repeat, and Bitcoin’s short-
term supply is fixed, a future boom is nearly
certain. Further, the magnitude of that boom is
likely driven by several factors, and it is not a
foregone conclusion that each cycle must peak
lower than the previous.

Background

Bitcoin's price history has exhibited cycles of boom and
bust since 2010. Explanations have included
“halvings”, fraudulent manipulation, speculative
mania (aka “FOMQ"), and macroeconomic factors.

Flaws in Halving Theory

Bitcoin halvings are events that occur approximately
every four years, or after every 210,000 blocks are
mined on the Bitcoin blockchain. During a halving, the
reward that miners receive for validating and adding
new transactions to the blockchain is cut in half. By
reducing the number of new Bitcoins created through
mining, halvings effectively slow down the rate at
which new Bitcoins enter circulation. If demand is

constant or increasing, this reduction in supply growth
may manifest in price increases.

However, if the market already anticipates the halving
and prices it in well in advance, the event should not
lead to a significant price increase. Where such
increases have occurred, the price impacts attributed
to Bitcoin halvings have not been consistent or
predictable around the actual halving dates. A
quantitative study by Strix Leviathan researchers
“found no evidence that cryptocurrencies
experiencing a halving event ‘outperform the broader
market in the months leading up to, and following, a
reduction in miner rewards.”” [Micky ,2019]. In fact,
such halving explanations fail will all other
cryptocurrencies except Bitcoin, despite different
halving schedules and reward payouts.

Fraudulent Manipulation

Peterson [2021] found forensic evidence of price
manipulation in several periods , primarily during cycle
peaks. That research concluded “with near 100%
confidence that bitcoin’s price has been fraudulently
manipulated at some point in its lifespan since 2010,”
with specific instances identified in 2013, 2017, and
2019.

Speculative Mania

Speculative mania may have been present in Bitcoin
during these cycles. However, quantifying a
psychological phenomenon is difficult. Speculative
mania often involves emotional and psychological
factors that are difficult to quantify objectively. It's
challenging to measure the extent to which market
participants are driven by hype, fear of missing out
(FOMO), or irrational exuberance. The underlying
“mania” may in fact be driven by a combination of
social factors, including media coverage, social media
trends, celebrity endorsements, and market
sentiment. These factors are difficult to quantify and
may not have consistent patterns.

Additionally, the underlying causes may be grounded
in genuine economics. Because such factors may be
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unobservable or not well understood, “bubbles” is
commonly attributed, often erroneously, to the cause.

It was certainly the case that Bitcoin’s price was
manipulated by trading bots on the Mt. Gox exchange
in 2013; the operator of the exchange admitted it in
court in Japan. And it is certainly true that perfectly
inelastic supply (meaning supply does not adjust to
price or demand) can cause dramatic price swings. But
there are few instances beyond Bitcoin where short-
term supply is truly inelastic. Hence most economists
have no experience assessing the price behavior of
such goods.

Macroeconomic Factors

The remainder of this note will focus on the
macroeconomic factors that affect Bitcoin’s price
cycles. There has been little research on this topic to
date.

Methodology

Data was sourced from coinmetrics.io (Bitcoin price)
and the Federal Reserve Economic Database (interest
rates and dollar index values). Monthly data is used
commencing July 2010 through September 2023.

Adoption Curve Value and Cycles

The baseline metric is deviation from adoption curve
value. Bitcoin’s adoption curve has been modeled
using techniques in prior research cited in the
References section. The dataset is Cane Island’s
proprietary adoption curve value.

When price is plotted relative to this trendline (P to
ACE), the cycles are revealed. These are calculated as
lognormal percentages.

High Yield Index

A High Yield Total Return Index is calculated using
daily interest rate data from the FRED /CE BotA US
High Yield Index Effective Yield (BAMLHOAOHYM2EY).
The trendline and its deviation (PHY) are calculated
identical to PACE above.

Dollar Index

A High Yield Total Return Index is calculated using
daily interest rate data from the FRED Nominal Broad
U.S. Dollar Index (DTWEXBGS). The trendline and its
deviation (PUSD) are calculated identical to PACE
above.

Two-Factor Regression
A simple constrained (intercept =
regression is performed such that

0) two-factor

PACE = B, X PHY + B, X PUSD + ¢

The interim results are then scaled to fit a nonlinear
relationship associated with the price behavior of a
supply-constrained asset.

Model and Discussion

The model components represent two primary
macroeconomic conditions. The high yield rate proxies
the availability of capital. Low interest rates allow for
easier borrowing and easy money creation. The Dollar
Index proxies the purchasing power of that capital.
These two factors tend to move opposite to each
other: when money is relatively easy to obtain its value
is worth relatively less, and vice-versa.

High Yield Rates

Interest rates are influenced by macroeconomic
factors such as central bank policies, inflation
expectations, and economic growth. These factors can
affect investor sentiment and risk appetite, which in
turn influence the demand for and pricing of various
assets, including Bitcoin.

There is an inverse relationship between interest rates
and asset prices. Higher-risk assets, such as equities
and junk bonds, are associated with greater
uncertainty and volatility. All assets are interest rate-
sensitive to some degree. Interest rates play a
fundamental role in determining the present value of
a future amount. Investors generally require a higher
rate of return (discount rate) to compensate for the
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additional risk they take on when investing in these
assets. This is known as the risk premium.

Bitcoin’s price is influenced by changes in interest
rates, both directly and indirectly. Indirectly, when
interest rates rise, traditional fixed-income investments
like bonds may become more attractive to investors.
(This can be seen as competing with the demand for
Bitcoin. In fact, the demand for Bitcoin doesn’t
decline. The adoption rate simply slows down).

Directly, Bitcoin’s future network value is discounted
using a higher rate, resulting in a lower present value.
Bitcoin’s future value is a function of the S-curve
associated with the diffusion of innovations,
Metcalfe’s law, and transaction volume. The price of
Bitcoin should reflect that future value, discounted
using an appropriate rate or risk premium.

High yield investments, often referred to as "junk
bonds" or "high-yield bonds," typically offer higher
interest rates or yields to compensate investors for the
higher level of risk associated with these assets. Bitcoin
also carries a relatively high level of risk. Comparing
Bitcoin to high yield bonds can highlight the risk-
return tradeoff investors face when choosing among
assets along the risk spectrum. Among traditional
investments, the high yield bond is perhaps the most
sensitive to investor risk tolerances.

FIGURE 1
Bitcoin and High Yield Price to Trend
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However, because even high yield bonds provide
interest payments whereas Bitcoin does not, the
interest sensitivities can be mismatched. To offset this,
the index we created assumes a 10-year bullet bond
with no interest coupon. This better simulates a risk-
sensitive, long-term asset with no cash flows,
comparable to Bitcoin.

US Dollar Index

The U.S. Dollar Index, known as DXY, is a widely
recognized measure of the U.S. dollar's value against
a basket of major world currencies. It provides insights
into the dollar's relative strength or weakness in
international currency markets. The index is primarily
composed of six major currencies: the Euro (EUR),
Japanese Yen (JPY), British Pound (GBP), Canadian
Dollar (CAD), Swedish Krona (SEK), and Swiss Franc
(CHF). These currencies represent the United States'
major trading partners, and their weightings in the
index reflect the significance of their economic
relationships.

The use of the Dollar Index is relevant because a large
portion of Bitcoin trading is conducted in U.S. dollars
[deBest, 2023]. Without adjusting for purchasing
power parity, the U.S. has the most crypto owners at
roughly 13% of the population (or 46 million), as of
2022. Many 2021 surveys suggest at least 16% of
Americans traded crypto. The U.S. was the only
industrialized country in the top 10 of Chainalysis'
2022 Global Crypto Adoption Index.

Bitcoin has been used as a currency of crisis in various
political and economic contexts due to its unique
properties and capabilities. In this regard, it competes
with gold and dollars. Bitcoin adoption tends to be
higher in countries that experience crisis conditions or
perceived political uncertainty. Examples include high
inflationary environments in Venezuela, Turkey,
Argentina; banking restrictions in Iran, Cyprus, and
Nigeria; political change such as the UK (Brexit), and El
Salvador; and financial repression through zero-
interest rate policies (Japan).

Bitcoin Cycles: The Macroeconomic Factor Model
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Bitcoin also serves as a fast conduit for global money
transfers, as was the case with the invasion of Ukraine.

FIGURE 1
Bitcoin and Dollar Index Price to Trend
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There is some assertion that Bitcoin is used to
circumvent conventional dollar networks, economic
sanctions, or law enforcement. However, on-chain
metrics as well as several studies find such activity is
negligible when compared to both the dollar and
Bitcoin’s overall transaction volume.

The US Dollar and High Yield Relationship

One of the primary drivers of the relationship between
the U.S. Dollar Index and a High Yield Index is the
difference in interest rates between the U.S. and other
countries. Higher interest rates in the U.S. relative to
other nations make U.S. assets more attractive to
investors seeking yield. ~ When U.S. interest rates rise
(or are higher compared to other countries), it attracts
foreign capital seeking higher returns. Investors may
move their funds into U.S. assets, including U.S.
Treasuries and High Yield bonds, to take advantage of
the yield differentials.

The increased demand for U.S. assets leads to an
appreciation of the U.S. dollar as foreign investors
need to exchange their currencies for dollars to invest
in U.S. assets.

Further, when investors are in a "risk-on" mode, they
are more willing to invest in higher-yielding and riskier

assets, such as high yield bonds. In such periods,
demand for high yield bonds increases, and their
prices rise, leading to lower yields (bond prices and
yields move inversely). This reflects a positive
sentiment in financial markets. Conversely, during
"risk-off" periods, investors seek safety and liquidity,
often favoring the U.S. dollar and U.S. Treasuries. This
increased demand for the dollar can lead to a stronger
U.S. Dollar Index. Hence there is an inverse relationship
between the High Yield Index and the U.S. Dollar
Index.

Similarly, there is positive expected relationship
between Bitcoin and High Yield, and an inverse
relationship between Bitcoin and the U.S. dollar. The
latter should be self-evident, since Bitcoin priced in
dollars (BTC/USD) is a tautological inverse relationship.
In that regard, Bitcoin has demonstrated varying
degrees of inverse correlation with the USD and other
major fiat currencies.

FIGURE 3
High Yield and Dollar Index Price to Trend
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Model Results

Certain elements of the model are proprietary to Cane
Island Alternative Advisor, LLC. Consequently, we will
not show all regression output statistics here. The
coefficients are trivial, since the magnitude of the
changes in High Yield and USD are different (High
Yield is greater, so it has a smaller coefficient.)

What was most impressive were the robustness
statistics, given by the high #statistic and small p-

Bitcoin Cycles: The Macroeconomic Factor Model
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value. This statistics show that the relationship
between the factor(s) and Bitcoin’s price movements
are not random.

t Stat P-value
PYH 12.45 0.00
PUSD (6.75) 0.00

Visually, the model results and Bitcoin price show
striking, repeating 3-5-year cycles that coincide nearly
perfectly. This cycle, known as the business cycle or
credit cycle, manifests in the availability of credit and
the impact of changes in interest rates and lending
standards on economic activity. For more on these
cycles, please watch “How the Economic Machine
Works"” by Ray Dalio.

Discussion

Asset classes exist on a spectrum of risk. To explain
this risk and how investors perceive Bitcoin, we will use
Maslow's Hierarchy as a guide.

Maslow's Hierarchy of MNeeds is a psychological
concept that organizes human needs into five levels.
At the base are physiological needs, such as food and
shelter, followed by safety needs, including personal
and financial security. The next level encompasses
social needs, involving relationships and a sense of
belonging, while esteem needs encompass self-
confidence and recognition. The top of the pyramid
represents endeavors associated with personal
growth. This hierarchy suggests that individuals must
first satisfy lower-level needs before moving on to
higher-level ones, and it has been influential in
understanding human motivation and well-being
across various fields.

Investors first seek to satisfy theses need through the
safest investments (such as cash), and then as their
financial well-being is secured, they can move up the
risk ladder to bonds, stocks, and alternative
investments. It is typically the case that volatile
investments are perceived as the riskiest. Likewise,
investors will perceive investments as riskier if the

nature of those investments is not well understood.
(This is why some investors prefer real estate to stock
investing, though real estate is less liquid.) Bitcoin,
being highly volatile and not well understood, sits at
the top of this hierarchy. In that position, it is often
described as “purely speculative” though that
perception is likely unfounded.

In Figure 1 we notice that the High Yield Index leads
Bitcoin going up, and lags Bitcoin going down. This
exemplifies Bitcoin’s position at the top of the risk
ladder. As newly created dollars seek investment,
Bitcoin would lag even risky assets such as equity and
high yield bonds. When the appetite for traditional
investments is satiated, excess dollars flow into Bitcoin.

It is at this point Bitcoin’s fixed supply comes into play.
Inelastic supply means that the quantity available for
sale does not change in response to changes in price.
Elastic demand means that consumers are highly
responsive to changes in price. When the price of the
good changes, the quantity demanded changes
significantly. The increased demand quickly outpaces
the supply, leading to a shortage of Bitcoin.
Consumers, flush with available money, are eager to
buy more Bitcoin, but the supply constraints prevent
the market from immediately meeting this demand. As
a result of the shortage, prices start to rise as
consumers are willing to pay more to secure the
limited supply. Sellers may capitalize on this situation
by further increasing prices. The result is a feedback
loop of spiraling upward prices.

When the credit cycle peaks and investors grow
bearish, the situation reverses. However, investors will
unwind their riskiest positions first, making Bitcoin last
to go up and first to go down in a full credit cycle.
Bitcoin’s price plummets just as quickly as the demand
curve shifts left. Price settles back to its long-term
adoption value (perhaps overshooting below that level
temporarily).

When we modified the initial model to account for
elastic demand and inelastic supply, we were shocked
at how well the fit appeared. This modification,

Bitcoin Cycles: The Macroeconomic Factor Model
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FIGURE 4
Bitcoin Macroeconomic Factor Model
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perhaps not coincidentally, is a quadratic equation
consistent with Metcalfe’s Law.

This model does an exceptional job of identifying the
timing of Bitcoin cycles. Within that context, a
discussion of 2013 is necessary and incredibly
important.

2013 Double Bubble

One of the most notable events in Bitcoin's price
behavior in 2013 was the "April 2013 Bubble." During
this period, Bitcoin's price saw an explosive increase,
surging from around $100 to over $250 in just a few
days. However, this rapid rise was followed by a
significant crash, and Bitcoin's price fell back to
around $50. Despite the crash, Bitcoin's price
gradually recovered over the course of the year. By
November, it had surpassed its previous all-time high,
reaching over $1,000 per Bitcoin. These two peaks
are evident in Bitcoin’s price chart.

These two peaks are attributed to two automated
trading bots named "Markus” and "Willy." These
bots appeared to be executing large buy orders for

2014 201

'..

Model

Actual

b: 2021 2022¥

Bitcoin at seemingly arbitrary prices, often with no
regard for market conditions.

The purpose of these bots was to artificially inflate the
price of Bitcoin on the Mt. Gox exchange. They would
create a perception of high demand by executing large
buy orders, which, in turn, led to increased trading
activity and inflated prices.

We know, factually, that this price manipulation took
place based on the exchange operator's own
admission as well as forensic research by Selkis [2014],
Gandal [2017], Peterson [2021], and others.

However, we were amazed to see these same two
peaks occur at nearly the same time in 2013 as a result
of credit and dollar cycles. This leads to the revelation
that Bitcoin’s price behavior is far more complex than
previously thought. While manipulation may have
attracted capital, the impact on price may not have
materialized without a sea of risk capital available to
be plowed into what was at that time an obscure
fintech experiment.

Bitcoin Cycles: The Macroeconomic Factor Model
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FIGURE 5
Value of One Bitcoin Based on the Model
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It could be that manipulative events occur
continuously but are relatively ineffective. In other
words, it is most likely the case that macroeconomic
factors—and not halvings or manipulation-are the
single greatest explanation of Bitcoin’s price cycles.

Caveats and Limitations

This model is less reliable at identifying the magnitude
of the peaks. There are numerous explanations for
this:

1. The model assumes the demand curve (the
convexity) is constant; this is almost certainly not
the case. Demand curves flatten when there are
more substitutes (which in the case of Bitcoin
might be any number of “competitors”). They
also flatten as the market becomes saturated (or
consumer preferences are satiated). This would
result in lower peaks over time, something
apparent in the actual price record.

2. The model omits certain variables. There are
probably other macroeconomic factors which
influence these prices, such as discretionary
income levels. We did not attempt to identify
every variable or capture the effects of all of them,
just two of the primary ones.

3. Changes in base currency (e.g. non-dollar
demand) and the effects associated with
purchasing power parity are not considered.

4. The shape of the yield curve and variations in credit
spreads are not considered.

5. No microeconomic factors are considered, such as
changes in short-term adoption rates, transaction
volume, trading margin from exchanges, etc.

The price record, specifically the relationship between
Bitcoin price and interest rate levels, occurs during a
secular bear market. Rate increases are short-lived and
rate declines represent a resumption of normality
rather than corrective action against a faltering
economy. In a secular bear market, falling rates may
be primarily a tool to abate serious economic harm. In
such cases, capital may not flow into risk assets like
Bitcoin, even though rates are falling.

Conclusions
The model provides some insightful revelations.

1. It could be pure coincidence that loose monetary
policy cycles have coincided with Bitcoin halving
dates. This seems to be the case, meaning the
timing of halving booms are not reliable in the
future. That said, the 3-5-year business cycle is a
recurring feature of the U.S. economy and is not
likely to go away.

2. Consequently, future booms - caused by
monetary policy - are likely to overlap halving
events, perpetuating the “myth.” Halvings and
their immediate effects occur over weeks and days
(probably not months) whereas monetary policy
takes anywhere from 7 to 16 months to be felt in
an economy.

3. The timing of Bitcoin booms is better explained by
macro factors than halving factors. Perhaps the
most useful outcome of this research is a reliable
macro timing model for Bitcoin investors. Credit
markets move first, providing a signal for the
commencement of a new boom. The dollar
confirms that signal and also provides insight
regarding the timing of market tops.

4. The magnitude of Bitcoin booms is better
explained by macro factors than halving factors.
There is no arguing that, all other things equal, a

Bitcoin Cycles: The Macroeconomic Factor Model

8



3 October 2023

slowing growth rate in supply affects price. That
story affects the behavior of many Bitcoin retail
investors. For an inelastic (vertical) supply curve,
and all other things equal, an X% change in supply
will reduce the price by Y%, subject to the slope
of the demand curve. In the base case, an increase
in supply -X% will nearly be offset by a change in
price Y = -X%. When Bitcoin halvings occur,
supply is still increased, not reduced. This puts
downward pressure on price. But if demand is
constant, and the supply increases are themselves
progressively smaller, then that downward
pressure on price is mitigated over time.

Demand in the real world is not constant, and
investors—however misinformed—probably buy Bitcoin
close to halving periods, negating the -X% effect of
increased supply, and creating a self-fulfilling
prophecy of halving-inspired upward price spirals.
Historically, this has happened at times when money
was exceptionally cheap and the dollar exceptionally
weak.

Macroeconomic conditions are not a backdrop upon
which investment trends unfold. Macroeconomic
factors are the driving force behind financial activity,
and that includes Bitcoin adoption and price behavior.

Changes in the production rate of Bitcoin, market
manipulation, government regulation, and production
costs are all important influences in the formation of
Bitcoin price in the long and short term.

However, this research concludes that the availability
of risk capital, and the purchasing power of the dollar
are perhaps more important than all these other
considerations combined, at least when explaining the
4-year cycle associated with Bitcoin’s price behavior.
The long-term cycle plays out as follows:

= As the number of available for sale Bitcoin
increases over time, and as the rate of production
of new Bitcoin declines over time, the impact of
changes in demand on price grows stronger.

=  When coupled with freely available risk capital,
demand for Bitcoin increases dramatically.

= Network effects manifest as exponential increases
in price in a relatively short period of time.

= Finally, the fixed short-term supply serves as rocket
fuel for Bitcoin's price. Large amounts of capital
attempt to acquire an extremely limited available
and inelastic supply, and price moves toward
vertical consistent with the supply curve.

=  When risk-seeking investors are satisfied and
macro traders unwind positions, Bitcoin’s price
quickly reverts back to its long-term, adoption
curve value.

This cycle is almost certain to repeat. One need only
look for relaxing credit conditions. Any number of
ancillary trigger conditions, including a scheduled
halving, would cause another near-vertical price
launch. It is not a foregone conclusion that the next
cycle peak will be lower than the last, despite the law
of diminishing marginal returns; rather, cycle peaks
may be driven purely by the availability of capital and
the strength of the dollar.

Bitcoin Cycles: The Macroeconomic Factor Model



3 October 2023

References

Cane Island Digital Research. (2019). “Why Bitcoin’s Price is Never
Looking Back.” www.cane-island.digital/s/research-note-412.pdf

—. (2020). "Estimating Bitcoin’s Adoption Curve and Maximum
Price.” www.cane-island.digital/s/research-note-629212.pdf

—. (2020). “There Will Never Be More Than 14 Million Bitcoins.”
www.cane-island.digital/s/research-note-417.pdf

—. (2021). "Using Metcalfe’s Law to Forecast Digital Asset
Returns.” www.cane-island.digital/s/research-note-32221.pdf

—. (2023). “Internet Adoption as an Indicator of Bitcoin’s Future
Price.” www.caneislandcrypto.com/premium-research

Chainalysis. “Crypto Crime Trends for 2022: lllicit Transaction
Activity Reaches All-Time High in Value, All-Time Low in Share of
All - Cryptocurrency  Activity.”  Chainalysis, 6 Jan. 2022,
www.chainalysis.com/blog/2022-crypto-crime-report-
introduction .

“Crypto around the World: Which Countries Use the Most
Cryptocurrency?” For Every Human,
www.worldcoin.org/articles/which-country-trades-the-most-
cryptocurrency “How the Economic Machine Works by Ray Dalio.”
YouTube, 22 Sept. 2013,
www.youtube.com/watch?v=PHeO0bXAlukO .

de Best, Raynor. “Countries with Most Bitcoin.” Statista, 15 June
2023, www.statista.com/statistics/1195753/bitcoin-trading-
selected-countries/ .

Micky News. “Halving ‘Myth’: Is Everyone Wrong about Bitcoin
Halving?” Investing.Com, 25 July 2019,
www.investing.com/analysis/halving-myth-is-everyone-wrong-
about-bitcoin-halving-200444619 .

Primack, Dan. “Bitcoin Blogger Explains Mt. Gox Leak.” Fortune,
17 June 2014, www.fortune.com/2014/02/26/bitcoin-blogger-
explains-mt-gox-leak/ .

Gandal, Neil and Hamrick, JT and Moore, Tyler and Oberman, Tali,
Price Manipulation in the Bitcoin Ecosystem (May 2017). CEPR
Discussion Paper No. DP12061, ssrn.com/abstract=2977479

Peterson, Timothy. "Metcalfe's Law as a Model for Bitcoin's
Value." Alternative Investment Analyst Review, vol. 7, no. 2, Q2
2018, pp. 9-18.

—, —. 20 March 2019. "Bitcoin Spreads Like a Virus." SSRN,
ssrn.com/abstract=3356098

—, —, “To the Moon: A History of Bitcoin Price Manipulation”
(May 19, 2021). Journal of Forensic and Investigative Accounting,
Volume  13:  Issue 2, July - December 2021,
WWW.nacva.com/content.asp?contentid=1038#1 or
https://www.ssrn.com/abstract=3639431 .

“U.S. Treasury: Bitcoin Not lllicit - Bitcoin Magazine.” Bitcoin
Magazine, www.bitcoinmagazine.com/culture/us-treasury-
bitcoin-not-illicit .

Disclosures
Cane Island Digital Research Notes are research memoranda that have not
undergone peer review and are not intended for formal publication in any
academic journal.

This document is for information purposes only. Opinions expressed herein are
solely those of Cane Island Alternative Advisors, LLC, unless otherwise
specifically cited. Material presented is believed to be from reliable sources
and no representations are made by our firm as to other parties” informational
accuracy or completeness.

The information presented herein does not constitute an offer to sell or the
solicitation of an offer to sell or buy any security in any jurisdiction. This
document does not contain sufficient information for a prospective investor to
make an investment decision and any information contained herein should not
be used as a basis for this purpose.

The contents of this document do not constitute a recommendation or
consider the particular investment objectives, financial situations, or needs of
any prospective investor. Investors should not construe the contents of this
document as legal, tax, or investment advice, and should consult with their
own advisor(s) concerning an investment in digital assets, cryptocurrency, or
any security or commodity. Past performance is not necessarily indicative of
future performance.

The price and value of assets referred to in this research and the income from
them may fluctuate. Fluctuations in exchange rates could have adverse effects
on the value or price of, or income derived from, certain investments.

Can Island Alternative Advisors, LLC, its manager and its affiliates may own
securities mentioned in this document for its client portfolios. This document
contains information from third party sources which has not been verified.
With respect to information that may be shown, no guarantee can be made
as to its accuracy or suitability to any purpose.

Cane Island Alternative Advisors, LLC is a registered investment advisor
offering advisory services in the State of Texas and in other jurisdictions where
exempted or permitted. Registration does not imply a certain level of skill or
training.

Important Considerations for Performance Presentation

CIAA does not guarantee any minimum level of investment performance or
the success of any asset or investment strategy. Past performance is not
necessarily indicative of future results. There is a potential for loss in any
investment, including loss of principal invested. All investments involve risk,
and different types of investments involve varying degrees of risk. Investment
recommendations will not always be profitable. No representation is being
made that any account will or is likely to achieve profit or losses similar to
those shown in hypothetical back-tested performance. Impacts of federal and
state taxes and trading costs are not included in the results of index portfolio
or index returns. Hypothetical back-tested performance information shown in
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text, charts, tables, and graphs is provided for informational purposes only
and should not be considered investment advice or a recommendation to buy
or sell any types of securities.

The hypothetical back-tested performance data is derived from actual
cryptoasset price data obtained by coinmetrics.io. The data series begins with
data on July 18, 2010.

Hypothetical strategies are rebalanced according to the strategy design on the
first of each month. The data shown is hypothetical and is provided to illustrate
historical risk and return performance had these portfolios been in existence
over the relevant time period shown. CIAA does not offer or manage
cryptoasset portfolios.

The hypothetical back-tested performance was achieved with the benefit of
hindsight; it does not represent actual investments in any investment
strategies.

There are certain limitations inherent in hypothetical model results like those
portrayed, particularly that such hypothetical model returns do not reflect
trading in actual client accounts and do not reflect the impact that material
economic and market factors may have had on the adviser's decision-making
had the adviser actually been managing client funds. Unlike an actual
performance record, hypothetical back-tested performance results do not
represent actual trading. These types of simulated trading programs, in
general, benefit compared to actual performance results because such
simulated programs are designed with the benefit of hindsight. In addition,

simulated trading does not involve or consider financial risk and does not
consider that material and market factors may have impacted a manager's
decision making, all of which can adversely affect actual trading results and
performance. For example, the ability to withstand losses or adhere to a
particular trading program in spite of trading losses are material points which
can also adversely affect markets in general or the implementation of any
specific trading program. Hypothetical back-tested performance does not
represent actual performance, trading costs or the impact of taxes and should
not be interpreted as an indication of such performance.

Hypothetical back-tested performance also differs from actual performance
because it is achieved through the retroactive application of model index
portfolios designed with the benefit of hindsight. As a result, the portfolios
described may be changed from time to time and the effect on hypothetical
performance results could be either favorable or unfavorable.

Hypothetical back-tested performance results shown do include the
reinvestment of dividends and capital gains but do not incorporate any other
fees such as commissions, custody fees, or advisory fees. The impacts of
trading costs are not included in the performance results and will reduce actual
performance.

©2023 Cane Island Alternative Advisors, LLC. All rights reserved.

www.cane-island.digital
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