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Clear Chain Cap Philosophy

* We believe digital assets are in a multi-decade bull market; strong tailwinds of

growing adoption and fiat money flow
* Hence we want to be bear market survivors, not bull market heroes

* Achieve this with our unique investment + trading framework
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Investment Framework

* Filter 1: Tokens with trailing 3 mo. MCAP of >$100M
* Filter 2: RS (relative strength) score >70 AND in top quartile
* Filter 3: Traded on one or more liquid exchange (e.g. Binance, Houbi etc.)

* First principles thinking on business model, tokenomics, narrative
» Data-driven models to establish tradability / investability

* Look for consolidation breakouts with high volumes in fundamentally sound tokens
* Hyper-focus on risk management (bear market survivors, not bull market heroes)

* Build positions once token strength is confirmed by fundamentals + price action
* 50% of trading profits go to long-term investments; sector diversity as partial hedge
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Approach to Fundamental Research

* First principles thinking
* Does this token represent a currency, commodity or a business?
* What drives value and how is this value transferred to token holders?
* What could impact demand-supply dynamics? (Current / upcoming initiatives)

* Quantitative approach
* Tailor traditional investment banking + due diligence models to frame thinking
* DCFs, dividend discount models etc. help frame a range of outcomes for token holders

* Ultimate goal
 Models can’t be a single source of truth, but give us bookends to answer our main question
* Main question: does a token meet the minimum criteria to be considered investable?
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Hyper-focus on Demand-Supply Dynamics

Demand Drivers Supply Drivers

Drivers

* Transaction growth over time * High % of tokens staked (holders get

» Actual / est. treasury funds collected (similar to rewarded by the platform for locking tokens)

equity cash flows) *  Buy-back-burn programs (e.g. FTX)

* Cross-protocol collabs that increase token utility
* Narrative + momentum

Indicators * Planned girdro.ps (tokens distcribut'ed to
community to incentive participation)

* Development activity on GitHub ]
* Investor tokens vesting schedule
* For gov. tokens: number of votes cast on recent

proposals vs. tokens in supply
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Using Equity Tools in First Principles: SFTT

Price of the SFTT token at the time

Estimated Price of FTX’s SFTT Token of evaluation was ~$51
Near Term Growth Rate ® FTX s a centralized exchange for crypto
100% 150% 210% 250% 300% derivatives
11% 522.4 531.7 542 8 550.2 5595
13% 5285 540.4 5547 &ad.2 576.2
Long-run Growth  15% $39.4 $56.1 $89.5 $106.2 ® SFTT tokens can be used on the platform for
17% 564.8 592.7 51259 $148.3 $176.2 discounts on trading fees + governance votes
19% 51921 5275.6 53754 5447 6 5526.1
3 523.1 530.3 5329 5446 551.8
5 5313 5432 $57.4 $67.0 $79.0 ® FTX uses ~33% of weekly fees collected to
Time () 7 $39.4 $56.1 $89.5 $106.2 buy-and-burn tokens on the open market
g 5475 569.0 504 6 51119 5133.4
11 555.6 5818 5113.2 5134 3 5160.6 .
16% 5196.8 52803 <3802 272 55300 ® Recently, this has more than offset the token
18% $65.6 593.4 5126.7 $149.1 $177.0 release schedule (deflationary for suppl
Risk-free Rate 20% 539.4 $56.1 589.5 $106.2 ( y Pply)
22% 528.1 540.0 5543 563.9 575.8 . .
28% 5219 5311 5222 5497 $59.0 ® Based on trajectory of buybacks (¥280% in

1Q21) + platform utilization, we can use a
traditional H-model to estimate token value
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Using Equity tools in first principles: SAAVE

Estimated Price of the SAAVE Token

S N - Based on a traditional DCF model; Price of the
Active Case Mid Case o1 o o token when evaluated was ~5420
R Distributi
»; of Spread th R 1007 100 o i i lendi latf hat i i
=] read that goes to Hesemes e e
Hesef‘ue Heuefue From Spread $126 $£217 $4_ 336 AA\./E IS 4 DeFI en lng p at orm t at ISSUES Its
| native SAAVE token
» to Despaosit Integrators 205 20
i toReserves _ . G0 G0
Reserve Revenue from Borrowing Fees £ 00006 3+ 00073 [ ) The $AAVE tO ken ha s tWO use Ca SESI 1)
7 o Depositors 7024 702 governance, 2) staking for backup liquidity
¥ to Desposit Integrators = B
¥ toBeszerves 2424 242
Reserve Revenue from Borrowing Fees $1 3 °
Most governance tokens eventually allocate
Total $213 $4.339
Present Value cash back to token holders
Terminal Multiple 0=
Dizcount Rate a0 P . . .
N ces 280 Therefore, we can get bookends for intrinsic
Reserve Cash Flows with Terminal Yalue $213 #4?:?25 Value ba SEd on est, treasury CaSh fIOWS
Prezent Yalue $6.033
® Cash flows have three components: lending
i i i .
S — 1,60,00,000 spread, borrowing fees, flash loans fees
Tokensin Circulation 1.24.30.205
[Implied Value per Token $484|
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Trading Style

RN — —
Momentum + Relative - > Fundamentally Sound —, Consolidation > 15 days
Strength on Charts Universe Lower Volume and Volatility
N ~—_ ~_
— — —
TRADE =
Take Loss < > Take Profit
Break Out + Volume
~_ -~ ~N}] —
- - INVESTMENT = — —~
_ Book half if Book full if
Time SL Price SL Profitable Trades <= fundamental bias fundamental
- - Trailed on LT DMAs __strong_ bias weak

\/
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Risk Management: Five Commandments

1. Buy the dip, sell the top is a suboptimal strategy (law of large numbers)

2. Enter with momentum, not against it

3. Every trade must have a Stop Loss. Eliminate Risk of Ruin

4. At Profit Target, take 50% profit, let 50% run as investment above 50 DMA

5. Don’t be afraid to take losses; we can always re-enter, especially when entry

price is above recent stop loss price
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Successful Trade: SSOL

SOL / TetherUS - 1D - BINANCE KK ® 042.636 H45.767 L42.305 C45.432 +2.796 (+6.56%) usDT

| 45.441 | 0.008 | 45.449 |

Vol 1.195M I I+
T O vseseRssTTTRTTRITTRIYN ueRsTTTTRTTRTI 4 t O o PP m_lm‘r - 45_432
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Successful Trade: SMATIC

MATIC Network / TetherUS - 1D - BINANCE K & ©°° 1.06372 H1.17860 L1.02613 C1.12634 +0.06291 (+5.92%) 1 UsSDT
1.12518 | 0.00080 1.12598 |
_ F 1.30000
@
& t 1.20000
o 1.12634
20:01:36
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laval.
- 2 L 0.90000
What we like is the bounce back after the resistance it I_
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) hands after I 0-70000
~100% up in 3 days breakout
F 0.60000
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Unsuccessful Trade: SBAT

Favy

BATUSDT il

D

R

dHl
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Crash was not unpredictable!
@

1/ We have been focusing heavily on risk management
for the past week, given market conditions

* Technical Analysis help us risk manage

A prevalent narrative during this time has been around ° Head and Shoulder Pattern formed in BTC
buying the dip, particularly for $BTC

While the price decline may be FUD-related, dip buying before Crash |
could be dangerous :

Thread below
— * Helped us to create cash reserves and take

[l N
/ Jl - ]I ! X
Ly W™ )
M Ll :
| | f More conservative trades
. I Il 1] |.|
|l ‘i i".l W | Bruakdown Price 45k
............... = " i | |
ade in Jan which may g
Su | g
z'l "
| |I'mv 30k potential if 3
l | ] nl breaks 40k
4.,1 I i
1" View: We a biased first, as it th
| managem: atest news maybe but
.": don't like e Dip” scenas
|
| Ideally we ke prices to consolidate to give
I logical entry price versus i uyin
are down™
11:06 AM - May 17, 2021 - Twitter Web App
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What next? (1 of 2)

e History is the best indicator of psychology; we have seen similar drawdowns from ATH in the past

* While participants may not be the same, we expect the general behaviour to be roughly similar

Chart: BTC/USD (2013)
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What next? (2 of 2)

* Historical consolidations have lasted ~3 months each time, before testing lows for the last time in that run

 AV-shaped recovery to new ATH is relatively unlikely, but this is a great time to build long-term positions

P ———
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Our Watchlist (5/27/21)

Protocol / Platform Token Ticker Segment Market Cap Rank by MCAP
bitcoin SBTC Currencies $745.44B #1
9 ethereum SETH Layer 1 / Dev Tool $328.12B #2
SBNB CEX $58.04B #4
% po|ygon SMATIC Layer 2 Scaling $14.36B #11
U3 UNISWAP SUNI DEX $13.988B #13
= SOLANRA SSOL Layer 1 / Dev Tool $9.84B #18
THETA $THETA Content Delivery $7.54B #21
AAVE SAAVE DeFi Lending $4.93B #26
—y FTX SFTT CEX (Derivatives) $3.19B #43
@ yearn.finance SYFI Automated Yield Agg. $1.79B #65
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Open Research

Our goal is to share all of our research openly and give back to the crypto
community

Our daily research can be found on Twitter @clearchaincap

Our in-depth research can be found on Global Coin Research

You can also reach out to us directly
e rishabh@clearchaincapital.com
e shanav@clearchaincapital.com
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