\ SEPT. 2021

“TIME IN THE MARKET"” OVER “TIMING THE MARKET"



Executive Summary

"Time in the marketis more important than timing the market” has been an enduring mantra for investors who espouse
the long-term benefits of stock market exposure. The statistics support the claim that, despite the ups and downsin the
markets, investors would be better suited to stay the course with buy-and-hold strategies versus trying to pick market
tops and bottoms. We observe a similar dynamic with bitcoin where we find that the evidence for staying in the market
is stronger than it is for the stock market. Across every time horizon in our study, 3-, 5-, and 10-year trailing periods,
investors who missed out on one of the best months, but avoided one of the worst underperformed relative to a simple
buy-and-hold strategy. Atits most extreme, over the trailing 10 years, investors who missed out on both the 10 best and

10 worst months exhibited annualized returns that were 51.9% worse compared to a buy-and-hold strategy.

Overview

The philosophy of staying invested in the market rather than trying to time its ups and downs is a familiar concept for
market practitioners and academics alike. There is good support for this theory as analysis shows that investors that
miss out on some of the stock market's best return periods, which can be difficult to predict, exhibit returns that are
significantly below the market's long-term return. In this report, we quantify the impact of mistiming bitcoin markets
and find that it bears a heavy toll on returns compared to a buy-and-hold strategy. We also compare this to missing

monthsinthe S&P 500 and find that those are not nearly as impactful.

Our conclusionis based first on the analysis of the impact of missing the best 1, 5, and 10 months of holding bitcoin over
trailing 3-, 5-, and 10-year hold periods. Our analysis relies on monthly returns starting in August 2021 going back 10
years. Given bitcoin'sexplosivereturns, whichhavebeenover100%insome months, itshould notcomeasasurprise that
missing out on these periods would have had a significantly negative impact on long-term returns. As a more rigorous
inspection of the market timing effect, we performed a second analysis of returns that assumes investors missed both
the best and worst months of price performance. We feel as though this is a more even-handed analysis and here the

evidence s clear: trying to time the bitcoin market resulted in inferior returns compared to a buy-and-hold strategy.
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Results = Missing the Best Month
Has Cost Bitcoin Investors Dearly

Given bitcoin’s proclivity of having explosive returns in short periods, it shouldn't surprise investors that missing some
of the best months has been destructive to long-term returns. Ouranalysis shows that missing some of the most crucial
monthsin bitcoin markets, whetherit be 3-, 5-, or 10-year trailing period through the end of August 2021, has impacted
investor returns materially compared to a buy-and-hold strategy. The annualized underperformance by missing the

best month has beenawhopping 37.3% over 10-years, 24.4% over 5 years, and 27.8% over the past 3 years.

The methodology for our missing the best (and worst months) analysis excludes the stated number of best (and worst)
monthly returns overthe measured time frame butisannualized overthe same numberof months. Forexample, missing
the best T month over the past 10 years removes the single best monthly return over the past 10 years, effectively

substituting the monthly return for 0%, and computes the annualized return over 10 years (120 months).

Bitcoin | Compound Annualized Return

Trailing
10Years 5Years 3Years
Buy and Hold 137.7% 141.9% 88.9%
Miss Best Month 100.5% 117.5% 61.1%
Miss 5 Best Months 54.8% 51.0% 1.9%
Miss 10 Best Months 23.8% 7.5% -34.3%
Bitcoin | Annualized Underperformance Relative to Buy and Hold
Trailing
10Years 5Years 3Years
Miss Best Month -37.3% -24.4% -27.8%
Miss 5 Best Months -82.9% -90.9% -87.0%

Miss 10 Best Months -113.9% -134.4% -123.1%



Theimpactof missingthe bestmonthsinthe S&P 500 comparedtoabuy-and-holdstrategy hasn'tbeennearlyassevere
asithasbeen forbitcoin. The impact of missing the best month over the past 3, 5, or 10 years only impacted annualized
returns by single-digit percentages. The adverse impacts of errorsin market timing have been much more forgiving for

the S&P 500 than they have been for bitcoin.

S&P 500 Total Return Index | Compound Annualized Return

Trailing
10Years 5Years 3Years
Buyand Hold 16.4% 18.0% 18.2%
Miss Best Month 15.1% 15.3% 13.7%
Miss 5 Best Months 10.8% 8.3% 2.3%
Miss 10 Best Months 7.2% 2.9% -5.2%

S&P 500 Total Return Index | Annualized Underperformance Relative to Buy and Hold

Trailing
10Years 5Years 3Years
Miss Best Month -1.3% -2.7% -4.5%
Miss 5 Best Months -5.6% -9.8% -15.9%
Miss 10 Best Months -9.3% -15.1% -23.4%
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Results = Even Missing the Best and Worst
Months Have Detracted from Bitcoin Returns

A more stringent analysis of the deleterious impacts of market timing asks the question "what if investors had the
misfortune of missing the top months, but somehow were able to avoid bitcoin’s worst months? Would that make up for
the difference in returns?” Unfortunately, the answer to this question is an unequivocal “no.” Our analysis shows that
even if one avoided bitcoin's worst months, it did not make up for missing a similar number of its best months. This had
to do with the positive skew to the distribution of monthly returns, in which bitcoin’s strongest monthly returns are far off

ontherighttail of the distribution curve.

Bitcoin | Compound Annualized Return

Trailing
10Years 5Years 3Years
Buyand Hold 137.7% 141.9% 88.9%
Miss Bestand Worst Month 111.4% 138.0% 87.2%
Miss 5 Bestand Worst Months 93.7% 120.3% 69.7%
Miss 10 Best and Worst Months 85.8% 85.5% 26.8%
Bitcoin | Annualized Underperformance Relative to Buy and Hold
Trailing
10Years 5Years 3Years
Miss Bestand Worst Month -26.3% -3.9% -1.7%
Miss 5 Bestand Worst Months -44.0% -21.6% -19.2%
Miss 10 Best and Worst Months -51.9% -56.4% -62.1%
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The same cannot be said for the S&P 500, however. Itis not clear from our analysis that the tradeoff of missing the best
and worst months in the market negatively affected returns compared to a buy-and-hold strategy. Over the observed
time horizons, missing the best and worst 5 and 10 months improved returns, albeit slightly. It is not until investors

missed the 10 best and worst months that the negative impacts of market timing were felt.

S&P 500 Total Return Index | Compound Annualized Return

Trailing
10Years 5Years 3Years
Buyand Hold 16.4% 18.0% 18.2%
Miss Bestand Worst Month 16.4% 18.0% 18.2%
Miss 5 Bestand Worst Months 16.1% 18.3% 18.6%
Miss 10 Best and Worst Months 15.7% 16.2% 12.6%

S&P 500 Total Return Index | Annualized Underperformance Relative to Buy and Hold

Trailing
10Years 5Years 3Years
Miss Bestand Worst Month 0.0% 0.0% 0.0%
Miss 5 Bestand Worst Months -0.3% 0.2% 0.4%
Miss 10 Best and Worst Months -0.7% -1.9% -5.6%

Concluding Remarks

Stayinginvested in the marketisanimportant concept for long-term return compounding. The cost of mistiming bitcoin
marketshasbeen costly eventoinvestorswhomade up formissingsome of the bestmonths by avoidingsome of bitcoin's
worst months. While volatility and the ability to trade 24/7 can make short-term trading an attractive proposition, we
continue to encourage investors to consider the long-term benefits that a strategic allocation to bitcoin can make on
their financial future. Our research shows that trading bitcoin comes with little margin for error as compared to a buy-

and-hold strategy.
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DISCLOSURES

This report has been prepared solely forinformational purposes and does not represent investment advice or provide
an opinion regarding the fairness of any transaction to any and all parties nor does it constitute an offer, solicitation
or a recommendation to buy or sell any particular security or instrument or to adopt any investment strategy. Charts
and graphs provided herein are forillustrative purposes only. This report does not represent valuation judgments with
respect to any financial instrument, issuer, security or sector that may be described or referenced herein and does not

represent a formal or official view of New York Digital Investment Group or its affiliates (collectively, "NYDIG").

It should not be assumed that NYDIG will make investment recommendations in the future that are consistent with the
views expressed herein, or use any or all of the techniques or methods of analysis described herein in managing client
accounts. NYDIG may have positions (long orshort) orengage in securities transactions that are not consistent with the

information and views expressed in this report.

The information provided herein is valid only for the purpose stated herein and as of the date hereof (or such other date
as may be indicated herein) and no undertaking has been made to update the information, which may be superseded
by subsequent market events or for other reasons. The information in this report may contain projections or other
forward-looking statements regarding future events, targets, forecasts or expectations regarding the strategies,
techniques orinvestment philosophies described herein. NYDIG neither assumes any duty to nor undertakes to update
any forward-looking statements. There is no assurance that any forward-looking events or targets will be achieved,
and actual outcomes may be significantly different from those shown herein. The information in this report, including
statements concerning financial market trends, is based on current market conditions, which will fluctuate and may be

superseded by subsequent market events or for otherreasons.

Information furnished by others, upon which all or portions of this report are based, are from sources believed to be
reliable. However, NYDIG makes no representation as to the accuracy, adequacy or completeness of such information
and has accepted the information without further verification. No warranty is given as to the accuracy, adequacy or
completeness of such information. No responsibility is taken for changes in market conditions or laws or regulations
and no obligation is assumed to revise this report to reflect changes, events or conditions that occur subsequent to the

date hereof.

Nothing contained herein constitutes investment, legal, tax or other advice nor is it to be relied on in making an
investment or other decision. Legal advice can only be provided by legal counsel. NYDIG shall have no liability to any
third party inrespect of thisreport orany actions taken or decisions made as a consequence of the information set forth
herein. By accepting this report in its entirety, the recipient acknowledges its understanding and acceptance of the

foregoing terms.



