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MacroTactical Crypto #10

Literally, not a game

Hello, thanks for signing up for the crypto musings of a BTC-agnostic GenX TradFi global macro loving Canadian.

BITO disappointment

The vigorous consensus when BITO launched was that it is a bad, expensive product with negative rolldown, a

management fee (95bps!), and certain tracking error. The message was...

If you want BTC exposure, buy BTC.

BITO is a derivative of a derivative and feels a bit like a boomer with laser eyes. If you want your BTC but need
it to look and trade like an equity, there are still plenty of better alternatives than BITO.

| was curious whether that theory has been correct so far, so | built the table below. It shows performance of
bitcoin and some bitcoin proxies since BITO launched. The theory has been correct so far. BITO has lagged
BTC spot by 2.7% after just three months of trading.

Bitcoin and bitcoin proxy performance since the launch of BITO

Better or
190CT21 Change since| worse than
Date Today close High close| Low close| 190CT212 BTC spot
Bitcoin spot 41,709 64,121 67,734 41,709 ‘
BITO 26.16 41.94 43.32 26.16 I -27%
BTCG2 41,745 66,470 69,685 41,745 [ -2.2%
BTCC/U CN 7.82 12.11 12.67 7.82 -0.5%
EBIT/U CN 15.80 24.49 25.64 15.80 i -0.5%
BTCX/U CN 7.93 12.32 12.92 7.93 3 -0.7%
GBTC 28.80 48.82 53.49 28.80 ‘ i -6.1%
MSTR 488.00 727.25 860.00 481.95 3 2.1%
MARA 27.75 53.91 76.09 27.75
HIVE 2.27 3.64 4.86 2.27
QQQ 375.07 375.47 403.99 374.10
Gold 1,818 1,769 1,867 1,769 .
ETH/USD 3130 33802 4,800 | 3,074

I’m using closing prices for October 19, 2021. That is the first day BITO traded. No carry in these numbers.
CN means it trades in Canada. Gold is the analog, negative-yielding version of bitcoin

Takeaways:

The experts were correct so far. BITO is a not a good product. It's worse than futures and worse than spot,
as expected. The difference might seem small but if you’re holding BITO as an investor, that negative
slippage compounds year after year and it hurts. The Canadian spot BTC trackers are better and spot

itself is the best.

MSTR has shown no sign of negative convexity on the way down. Some believe there is a point, perhaps
below the company’s average entry price of around $30,000, where MSTR hits an air pocket. This is
debatable since all debt is unsecured, but the optics will be bad and that could lead to some negative
convexity. It’s hard to say. If you're an expert on MSTR debt, | would love to know more on this.

GBTC keeps breaking hearts as the discount widens. The optionality feels good but options leak theta.
GBTC is basically a binary bet on a physical ETF at this point. Tempting but tempting the way value traps

can be tempting, | guess.
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A cool idea that would be very difficult to risk manage

If BTC skew is for calls, and spot/vol BTC correlation is positive. And: AUDJPY and NASDAQ skew is for puts, and
spot/vol correlation is negative. In other words, BTC calls trade at a premium while equity and AUDJPY puts trade at
a premium. And they’re all risky assets... That is, AUDJPY, NASDAQ, and BTC are POSITIVELY correlated?. Isn’'t
there a really nice portfolio where you sell AUDJPY or QQQ downside and sell BTC topside? And you can diversify
across a basket of crypto, cross/JPY and long duration assets if you want to smooth out idiosyncratic risk.

Obviously, you run into some major mark-to-market issues if vol rips, but if you structure it the right way this could
produce a juicy yield. | acknowledge this is hard to risk manage and degenerate if you lever it up. Two main embedded
views in the strat are: 1) crypto remains a risky asset with positive corr to AUDJPY and QQQ. 2) Crypto vol under
massive structural pressure for years as institutions move in. Retall likes to buy vol and Wall Street likes to sell it.

If your fund is long-only crypto, you can do this strategy while holding a disproportionately large spot crypto position
against the calls you are short. No action required here, just some slightly loony stuff to think about.

| will shut up about GameFi after this, | promise

Fun fact: Fortnite (2017), Minecraft (2011), and Roblox (2006) are all metaverse games. So was Second Life (2003)
and Flight Simulator (1982). They are pre-built metaverses with super fun gameplay. The current model of building a
giant empty metaverse and inviting people to buy pieces of it seems...Less fun?

The blockchain model so far is mostly get the users first via token and promos, then build the game. This runs in
reverse to the traditional model which is: build a good game and attract users. Crypto gaming is still in the embryonic
stage so it’s understandable that the economics of this reverse video game model would be challenging or confusing
to newcomers like me. Please send me links to any fun blockchain-based games you have been playing. | want to try
them but haven’t found one yet. Star Atlas could be a candidate in the distant future but... It's easy to release a token.
It's fairly easy to create a cool trailer and mini-

game. It is very hard to make an actual fun video = o
game. Join the Fleet: Star Atlas

. o Launches its Inaugural On-chain
If you have ten minutes, take a look at this video

of the new Star Atlas “mini-game” which was Gameplay Experience
launched with the fanfare at right. The comments
below the video capture the main point. If you @ siar s Dcrr2001 - 4rminread 00006 i -
don’t have time to watch the video, here’s the
takeaway: The mini-game they announced is not
a mini-game. It's not even an idle game. There is
no gameplay. It's not a game. You click on a
button to stake your ship. That’s it.

Blockchain gaming metaverse on Solana fires up the mainnet with the launch
of SCORE, the first playable browser-based game layer enabling players to earn

in-game currency ATLAS

| was picturing cool space ships flying around
doing little missions or something. Nope. If you
want a funny, skeptical take on the whole thing,
this Star Atlas_review-of-a-review video is worth

The ATLAS concept is super cool. It’s straight out
of Ready Player One (the book, not the movie).
But a key concept in video game development is
scope management. Grand visions are fun but
extremely difficult to execute. Many large
projects get bogged down or abandoned due to
scope issues.

L Correlation has been +30% to +40%
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https://www.youtube.com/watch?v=qAW19xT2fAQ
https://www.youtube.com/watch?v=qAW19xT2fAQ
https://www.youtube.com/watch?v=IkcR1y-chYg
https://www.youtube.com/watch?v=IkcR1y-chYg
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A friend of mine runs a medium-sized video game company, and he always says: Ideas are 5%. Execution is 95%.
That's a cliché in all business (and in creative projects like books and music, too) but it's especially true in video
games.

There are some fully-formed, professionally-built games appearing on GALA and ENJIN, as opposed to the ROBLOXy
mini-games in Sandbox and Decentraland. Even if the GALA games are mostly clones of existing games (Spider
Tanks = League of Legends, Town Star = Farmville), at least they are actually games. The execution risk on GALA
and ENJIN seems lower to my non-expert eye than the execution risk of something gigantic like ATLAS. It’s easier to
keep iterating on an open platform until one of the games hits. If ATLAS isn’t fun, it's game over.

SAND target still $1.68. AXS $33.00. ATLAS is probably a short too but it's already 75% off the high so there’s no
point. In fact, the irony is that the longer they slow-play the pre-alpha alpha versions of the game, the longer people
will be forced to keep the faith. If the real game ever comes out, then the rubber hits the road.

Three good reads

Finally, Microsoft bought Activision today. End of an era. Have a punchy rest of the week.

/1 bd

The big driver of crypto these days is global macro.

Global macro is my real job. This is just for fun.

The full MTC archive:

MTC 1:  Two cascading failures at the ATH

MTC 2:  Bitcoin crashes, seasonals and other cool stuff

MTC 3:  Embrace the Nonsense

MTC 4:  The Stadium Curse + 7 other warning signs Short ETH at 4210, stop 4902, target 3010
MTC 5:  Nobody will ever tell you when to sell

MTC 6:  The three big hype cycles of 2021

MTC 7:  These charts all look like mountains

MTC 8:  Buy some mittens

MTC9: Flatis strong Target reached on short ETH (3010) Short SAND, long BTC idea
MTC 10:  Literally: not a game
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https://www.notboring.co/p/the-web3-debate
https://www.coindesk.com/layer2/2022/01/14/web-3-is-a-long-fight-worth-fighting/
https://twitter.com/joshua_j_lim/status/1482144102816882690?s=20
https://twitter.com/joshua_j_lim/status/1482144102816882690?s=20
https://www.spectramarkets.com/subscribe/
https://www.spectramarkets.com/wp-content/uploads/2022/01/MacroTactical-Crypto-Number-1-27OCT21.pdf
https://www.spectramarkets.com/wp-content/uploads/2021/11/MacroTactical-Crypto-Issue-Number-2-05NOV21.pdf
https://www.spectramarkets.com/wp-content/uploads/2021/11/MacroTactical-Crypto-Number-3-11NOV21.pdf
https://www.spectramarkets.com/wp-content/uploads/2021/11/MacroTactical-Crypto-Number-4-17NOV21.pdf
https://www.spectramarkets.com/wp-content/uploads/2021/11/MacroTactical-Crypto-Number-5-26NOV21.pdf
https://www.spectramarkets.com/wp-content/uploads/2021/12/MacroTactical-Crypto-Number-6-06DEC21.pdf
https://www.spectramarkets.com/wp-content/uploads/2021/12/MacroTactical-Crypto-Number-7-08DEC21.pdf
https://www.spectramarkets.com/wp-content/uploads/2022/01/MacroTactical-Crypto-Number-8-06JAN22.pdf
https://www.spectramarkets.com/wp-content/uploads/2022/01/MacroTactical-Crypto-Number-9-10JAN22.pdf
https://www.spectramarkets.com/wp-content/uploads/2022/01/MacroTactical-Crypto-Number-8-06JAN22.pdf
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Markets and Trading Commentary Disclaimer

This material has been provided by Spectra Markets, LLC (“Spectra Markets”). This material is confidential and
therefore intended for your sole use. You may not reproduce, distribute, or transmit this material or any portion thereof
to anyone without prior written permission from Spectra Markets.

This material is solely for informational and discussion purposes only. Spectra Markets is not a registered investment
advisor or commodity trading advisor. This material should not be viewed as a current or past recommendation or an
offer to sell or the solicitation to enter into a particular position or adopt a particular investment strategy. Spectra
Markets does not provide, and has not provided, any investment advice or personal recommendation to you in relation
to any transaction described in this material. Accordingly, Spectra Markets is under no obligation to, and shall not,
determine the suitability for you of any transaction described in this material.

To be clear: Your individual circumstances have not been assessed. You must determine, on your own behalf or
through independent professional advice, the merits, terms, conditions, risks, and consequences of any transactions
described in this material. Securities described in this material may not be eligible for sale in all jurisdictions or to
certain categories of investors. This material may also contain information regarding derivatives and other complex
financial products. Do not invest in such products unless you fully understand and are willing to assume the risks
associated with such products. Neither Spectra Markets nor any of its directors, officers, employees, representatives,
or agents, accept any liability whatsoever for any direct, indirect, or consequential losses (in contract, tort or otherwise)
arising from the use of this material or reliance on information contained herein, to the fullest extent allowed by law.

The opinions expressed in this material represent the current, good faith views of the author at the time of publication.
Any information contained in this material is not and should not be regarded as investment research or derivatives
research as determined by the U.S. Securities and Exchange Commission (“SEC”), the U.S. Commodity Futures
Trading Commission (“CFTC”), the Financial Industry Regulatory Authority (“FINRA”), the National Futures Association
(“NFA”) or any other relevant regulatory body. The author is currently employed at a trading desk. The opinions may
not be objective or independent of the interests of the author. Additionally, the author may have consulted with various
trading desks while preparing this material and a trading desk may have accumulated positions in the financial
instruments or related derivatives products that are the subject of this material.

Spectra Markets does not guarantee the accuracy, adequacy or completeness of the information presented in this
material. Past performance and simulation data do not necessarily indicate future performance. Predictions, opinions,
and other information contained in this material are subject to change continually and without notice of any kind and
may no longer be true after the date indicated. Any forward-looking statements speak only as of the date they are
made, and Spectra Markets assumes no duty to and does not undertake to update forward-looking statements.
Forward-looking statements are subject to numerous assumptions, risks, and uncertainties, which change over time.
Actual results could differ materially from those anticipated in forward-looking statements. The value of any investment
may also fluctuate as a result of market changes.

Spectra Markets is affiliated with Spectra FX Solutions LLC, an introducing broker that is registered with the NFA;
Spectra FX Solutions LLP, which is a registered entity with the U.K.’s Financial Conduct Authority; and SpectrAxe,
LLC, a swap execution facility that is currently in the process of registering with the CFTC. The disclosures for Spectra
FX Solutions LLC and Spectra FX Solutions LLP related to the separate businesses of Spectra FX can be found at
http://www.spectrafx.com/.
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