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Zerocap provides digital asset liquidity and custodial services to
forward-thinking investors and institutions globally. For frictionless access to
digital assets with industry-leading security, contact our team at

hello@zerocap.com or www.zerocap.com

This is not financial advice. As always, do your own research.

Week in Review

Bitcoin spot ETF volume hits 7-week high; Santiment data - inflows top $303

million, buoyed by Fidelity and GBTC (with its first day of inflows in a week).

FIT21 bill heads for final vote this week - potential act seeks a thorough legal

regime for digital assets in the United States.
US Senate rejects SEC's crypto decree that could damage custody services.

Deustche Bank joins Singapore's Project Guardian on tokenisation, seeks to

"exceed their expectations" with the tech.

Over 600 firms reveal combined US spot Bitcoin ETF investments.

Bitcoin mining costs drop significantly - JPMorgan report attributes to

inefficient miners exiting operations.

Hong Kong's digital yuan trial allegedly lacks peer-to-peer capabilities.

Phantom wallet climbs to third position of Apple's App Store "Utility" category.

US Justice Department busts $73 million and operators behind shell

companies tied crypto scames.

US consumer inflation resumes its previous downward trend.
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https://thedefiant.io/news/regulation/u-s-senate-rejects-sec-s-crypto-accounting-rule-but-biden-may-veto-the-vote
https://www.db.com/news/detail/20240514-deutsche-bank-joins-project-guardian-to-explore-asset-tokenization-applications
https://cointelegraph.com/news/600-firms-billions-investment-bitcoin-etf
https://www.coindesk.com/markets/2024/05/16/bitcoin-mining-cost-estimate-drops-to-45k-as-inefficient-miners-exit-jpmorgan/?_gl=1*r84tf8*_up*MQ..*_ga*MTQzMjAzMTE1Mi4xNzE2MTUxODA4*_ga_VM3STRYVN8*MTcxNjE1MTgwNy4xLjAuMTcxNjE1MTgwNy4wLjAuMTI4MDQ1OTk4Mg..
https://www.hkma.gov.hk/eng/news-and-media/press-releases/2024/05/20240517-3/
https://cointelegraph.com/news/phantom-wallet-apple-app-store-solana-bullish-signals-crypto-commentators?utm_source=Telegram&utm_medium=social
https://www.justice.gov/opa/pr/two-foreign-nationals-arrested-laundering-least-73m-through-shell-companies-tied
https://www.reuters.com/markets/us/us-consumer-prices-rise-less-than-expected-april-core-cpi-slows-2024-05-15/

Technicals

Macro & BTCUSD

Last week we got the more dovish CPI data in the end, which gave the
market an excuse to bid up. All three major US equity indexes hit all-time
highs at the same time. The broader markets are really looking for any excuse
to bid up right now. It's a fascinating time. There is still the threat of
underlying inflation spikes combined with low growth, which is a risky
situation for the Fed and other Central Banks, but for now markets seem to be

winding up for a move higher.

The false break at the 60,000 level is now validated, and technically this could
lead to a continuation of bullish momentum with easing inflation as the key
narrative. As | write, BTCUSD is tapping over the 67,000 level within the range,
which should lead to a move higher to 69,000 as Europe wakes up given the
MSCI AC Asia Pacific Index has rallied today (for its 7th in a row). Immediate
downside risks are centred around risk spilling over given the news that Iran’s
president and the foreign minister were killed in a helicopter crash earlier

today.
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On balance, given risk did not spill over in Asia, we see fundamental orderflow
driving the market higher. The BTC 3M basis has shot above 10% over the
weekend, and perpetual funding rates are on the rise. The market is building

positive sentiment.
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Key levels
53,000 /57,000 / 60,000 / 65,000 / 70,000 / 73130 (ATH!)

Spot Desk

The desk is looking at the SEC's deadline on their decision to approve or reject
a spot Ethereum ETF late this week as a potential volatility event in crypto
markets. Although the market is pricing for a rejection, surprises are
everywhere in cryptoland. Given ETH positioning, we'd see this as an excuse to
run ETH above 4,000 in fairly quick succession. Keep an eye on volatility

around this event!

Flows

AUD grinded higher throughout the week, buoyed by a weaker dollar post
last week’s inflation release. The desk saw renewed interest from private
clients to purchase altcoins - a number of clients were looking at VELAR and
ALGO over the past week. Traders are beginning to tiptoe back into the

market after an idle couple of weeks to put some capital back to work.

Inflation

As mentioned above, the major event of the week was US inflation tapering.
The annual inflation rate saw its first month-on-month easing of the year,
which sent risk assets including cryptocurrencies higher on the
announcement as it fuelled increased bets on a quicker rate cut cycle. Some
solid volatility around this event - we were active throughout, ready to quote

or price electronically for our clients.

Reach out to our spot desk as we are ready to provide efficient execution of

crypto majors and many altcoins.
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Derivatives Desk
WHOLESALE INVESTORS ONLY

Since CPI last week, BTC's basis rate has increased, sitting in the 11-13% p.a.
range. ATM |V has remained relatively flat with a slight skew towards calls in
the medium-to-long term. Options IV is trading at a heavy discount in the
short-term (see chart) and we see this as a potential 'buy' given some of the
price catalysts in the coming week - FIT21 House Vote, FOMC Minutes plus

heavy price momentum in precious metals at the moment.

BTC ATM Term Structure
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We would be looking at buying upside volatility (delta-hedged) via 1-2 month
option contracts in anticipation of a potential breakout if the FIT21 House Vote

comes in as a positive result.

Contact the derivatives team at derivatives@zerocap.com for more

information.
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What to Watch

SEC's decision on spot Ethereum ETFs, sometime this week.
Final votes for the FIT21 US bill, sometime before the end of May.

FOMC members speak at several conferences and Australia's monetary policy

minutes, on Monday.

Bank of England governor Bailey speaks at London School of Economics, on

Tuesday.
FOMC meeting minutes, on Wednesday.

France, Germany, UK and US flash PMI reports, on Thursday.
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Disclaimer

This material is issued by Zerocap Pty Ltd (Zerocap), a Corporate Authorised Representative (CAR:
001289130) of Gannet Capital Pty Ltd (GC) AFSL 340799.

Material covering regulated financial products is issued to you on the basis that you qualify as a
“Wholesale Investor” for the purposes of Sections 761GA and 708(10) of the Corporations Act 2001
(Cth) (Sophisticated/Wholesale Client), or your local equivalent.

This material is intended solely for the information of the particular person to whom it was provided by
Zerocap and should not be relied upon by any other person. The information contained in this material is
general in nature and does not constitute advice, take into account financial objectives or situation of an
investor; nor a recommendation to deal. . Any recipients of this material acknowledge and agree that they
must conduct and have conducted their own due diligence investigation and have not relied upon any
representations of Zerocap, its officers, employees, representatives or associates. Zerocap has not
independently verified the information contained in this material. Zerocap assumes no responsibility for
updating any information, views or opinions contained in this material or for correcting any error or
omission which may become apparent after the material has been issued. Zerocap does not give any
warranty as to the accuracy, reliability or completeness of advice or information which is contained in this
material. Except insofar as liability under any statute cannot be excluded, Zerocap and its officers,
employees, representatives or associates do not accept any liability (whether arising in contract, in tort or
negligence or otherwise) for any error or omission in this material or for any resulting loss or damage
(whether direct, indirect, consequential or otherwise) suffered by the recipient of this material or any other
person. This is a private communication and was not intended for public circulation or publication or for
the use of any third party. This material must not be distributed or released in the United States. It may only
be provided to persons who are outside the United States and are not acting for the account or benefit of,
“US Persons” in connection with transactions that would be “offshore transactions” (as such terms are
defined in Regulation S under the U.S. Securities Act of 1933, as amended (the “Securities Act”)). This
material does not, and is not intended to, constitute an offer or invitation in the United States, or in any
other place or jurisdiction in which, or to any person to whom, it would not be lawful to make such an offer
or invitation. If you are not the intended recipient of this material, please notify Zerocap immediately and
destroy all copies of this material, whether held in electronic or printed form or otherwise.

Disclosure of Interest: Zerocap, its officers, employees, representatives and associates within the meaning
of Chapter 7 of the Corporations Act may receive commmissions and management fees from transactions
involving securities referred to in this material (which its representatives may directly share) and may from
time to time hold interests in the assets referred to in this material. Investors should consider this material
as only a single factor in making their investment decision.

* Index used:
High Yield Treasur
Bitcoin Ethereum | Gold Equities Corporate | Commoditi . 4
Yields
Bonds es
BTC ETH PAXG S&P 500, ASX 200, VT HYG SPGSCI U.S. 10Y
Contact Us

Zerocap provides digital asset investment and custodial services to forward-thinking
investors and institutions globally. Our investment team and Wealth Platform offer
frictionless access to digital assets with industry-leading security. To learn more,
contact the team at hello@zerocap.com
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