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Welcome

Digital assets present investors with an unusual challenge.

They combine money, technology, markets, incentives, networks and human behaviour
within one rapidly evolving asset class.

At one end of the spectrum sits Bitcoin: a digitally native monetary asset designed to allow
value to be transferred through a peer-to-peer network without relying on a financial
institution to maintain the transaction ledger.

At another sit programmable networks capable of executing applications and supporting
markets, financial services and new forms of digital ownership.

Between them sit thousands of tokens with different:
. Purposes
*  Ownership structures
*  Supply schedules
*  Governance systems
* Incentives
Economic claims
*  Degrees of decentralisation
*  Sources of demand
Some may develop durable monetary or network value.
Others may possess useful technology while failing to create value for the token holder.
Many may never establish either.
This makes digital assets intellectually exciting—and unusually demanding.

The sector moves quickly. Prices can rise before understanding has caught up. New
terminology can make familiar economic behaviour appear unprecedented. Narratives can
attract capital long before durable demand has been established.

CCl therefore begins with a simple principle:
The existence of a token does not establish the existence of value.
Before allocating capital, we must understand:

*  What the asset is

*  Why it needs to exist
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What ownership provides

Who controls its supply

What creates demand

How value reaches the token

Which incentives sustain the network

Which risks sit between the technology and the investor
What could permanently impair the asset

How the exposure fits within the portfolio

Our task is neither to accept every digital-asset claim as revolutionary nor dismiss the
entire asset class as speculation.

Our task is to investigate.

What gives a digital asset value—and how can we distinguish durable monetary or
network value from speculation, incentives and temporary attention?

That is the question this foundation is designed to help you answer.

TABLE OF CONTENTS
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1. What Is a Digital Asset?

A digital asset is an asset generated, issued, recorded or transferred through a blockchain
or similar distributed-ledger network.

But that definition is only the beginning.
Digital assets can represent very different things.
They may function as:
* A monetary asset
A medium of exchange
*  Asettlement asset
*  Aresource required to use a network
e Collateral securing a network
*  Agovernance instrument
 Aclaim on a service
*  Anincentive mechanism
*  Arepresentation of ownership
*  Astable-value token linked to another asset
» Adigital collectible
* Atokenised claim on an off-chain asset
These functions are not economically interchangeable.
The term “digital asset” describes the broad technological category.

It does not tell us whether the asset is useful, scarce, decentralised, investable or
valuable.
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Native Assets and Tokens

A blockchain’s native asset is generally integrated into the operation and security of the
network.

It may be required to:

*  Pay transaction fees

*  Reward miners or validators

»  Secure consensus

*  Provide collateral

*  Prevent network abuse

*  Coordinate participation
Bitcoin is the native asset of the Bitcoin network.
Ether is the native asset of Ethereum.

Tokens can also be created through programmes operating on an existing blockchain.
These tokens may represent governance, access, collateral, ownership, incentives or
claims within an application.

The ease of creating a token is not the same as the difficulty of creating a valuable
network.

Digital Assets Are Not One Uniform Market

Bitcoin, a smart-contract platform, a stablecoin, a governance token and a digital
collectible should not be analysed using one valuation framework.

They differ in:
Economic purpose
*  Supply
e  Security
 Governance
*  Value capture
»  Counterparty exposure

*  Regulatory treatment
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*  Sources of demand

e  Failure modes
CCl therefore treats digital assets as a family of related but economically distinct assets.
The asset-class label begins the research.

It does not complete it.
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2. Why Digital Assets Exist

Digital assets attempt to solve problems associated with ownership, transfer, coordination
and trust in digital environments.

Traditional digital systems generally rely on a central institution to:
*  Maintain the ledger
*  Approve transactions
*  Enforce ownership
* Reverse errors
»  Set access conditions
»  Safeguard records

Blockchain networks attempt to distribute some of those responsibilities across a network
operating under shared rules.

Digital Scarcity

Ordinary digital information can be copied at negligible cost.

A blockchain can create rules governing the issuance and transfer of a digitally native
asset, allowing participants to verify which units exist and which addresses control them.

This does not make every digital asset scarce.
Scarcity depends on:

* Theissuance rules

e  The credibility of those rules

e  The ability to change them

e  The distribution of control

*  The security of the network
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. The existence of sustained demand

A token may possess a numerically limited supply while remaining economically abundant
if thousands of substitutes can be created or demand disappears.

Credible scarcity is not merely a number. It is a relationship between constrained
supply, enforceable rules and durable demand.

Peer-to-Peer Transfer

Some digital assets allow value to be transferred between participants without requiring a
bank or payment company to maintain the underlying ledger.

That can be valuable where users seek:
*  Direct ownership
*  Cross-border transfer
»  Censorship resistance
*  Final settlement
* Reduced reliance on intermediaries
*  Access to an open monetary network
These benefits are not equally important to every user or jurisdiction.

Their value depends partly on the problem the user is attempting to solve.

Programmable Ownership

Smart-contract networks extend the concept beyond transfer.

A smart contract is code and data deployed to a blockchain that can execute according to
predefined rules when participants submit transactions.

This can support:
* Digital markets
*  Lending protocols
Exchanges

. Games
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 Tokenised assets

 Escrow

. Identity systems

*  New forms of coordination
Programmability introduces opportunity.

It also introduces additional layers of software, governance and operational risk.

Open Networks

Some blockchain networks allow anyone with an internet connection and the necessary
resources to:

* Hold the asset

e  Submit transactions

»  Verify network activity

*  Build applications

*  Provide liquidity

»  Participate in network security

Open does not automatically mean fully decentralised, equally accessible or free from
control.

We must examine how the network operates in practice.
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3. The Main Digital-Asset Categories

The boundaries between categories can overlap, but classification helps us identify the

correct research questions.

Monetary Assets

A monetary digital asset seeks to perform one or more monetary functions:

. Store of value

*  Medium of exchange

. Unit of account
. Settlement asset

. Reserve asset

Its potential value depends on:

e Scarcity

*  Security

e Liquidity

e Portability
*  Verifiability
* Divisibility

*  Network adoption

»  Credibility of the monetary rules

*  Resistance to arbitrary alteration

Bitcoin should be studied primarily through this monetary lens rather than treated as
though it were an equity or technology company.

Capital Cycle Intelligence

13 of 105

Digital Assets



Smart-Contract Platforms

A smart-contract platform provides a programmable environment in which applications and
assets can operate.

Its native asset may be used to:
*  Pay transaction fees
»  Secure the network
* Reward validators
*  Provide collateral
»  Settle activity
* Participate in the network economy

The research challenge is to determine whether increasing network usage creates durable
demand for the native asset.

A useful network does not automatically create a valuable token.

Application and Protocol Tokens

Application tokens may relate to:
*  Exchanges
* Lending

. Data services

e Gaming
e Storage
e |dentity

* Governance
e  Other digital services
The key questions include:
e Is the token necessary?
*  What rights does it provide?

* Does usage create demand for it?
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»  Can the application succeed while the token fails to capture value?
* Can the token be diluted?

*  Who controls the protocol and its revenues?

Stablecoins

A stablecoin attempts to maintain a relatively stable value, usually by referencing a
currency or another asset.

Its stability may depend on:
e  Cash or security reserves
*  Overcollateralisation
*  Market incentives
. Redemption mechanisms
* Issuer credibility
*  Smart contracts
e Algorithmic design
The word “stable” describes an objective.
It does not remove:
* Reserve risk
»  Counterparty risk
*  Redemption risk
*  Smart-contract risk
*  Regulatory risk
*  Depegging risk

A stablecoin is not economically equivalent to the currency it references.
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Tokenised Real-World Assets

A token can represent a claim on an asset or obligation existing outside the blockchain.
Examples might include claims relating to:

. Securities

* Funds
e Credit
. Property

e«  Commodities

* Invoices

*  Other contractual assets
The token may improve transfer or settlement.
The investor must still understand:

* The legal claim

 The issuer

*  The custodian

*  Redemption rights

*  The underlying asset

*  The jurisdiction

*  Enforcement if something goes wrong
Tokenisation changes the wrapper.

It does not remove the economics or legal risks of the underlying claim.

Governance Tokens

A governance token may allow holders to participate in decisions relating to a protocol.
Voting rights can include changes to:
* Fees

. Incentives
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e Treasury use
*  Software parameters
. Risk settings
Governance participation does not necessarily create an economic claim.

We must ask whether control is meaningful, concentrated or capable of being overridden.

Digital Collectibles and Non-Fungible Assets

A non-fungible token can represent a unique digital record associated with:
e Art
*  Collectibles
*  Membership
*  Gaming items
e |dentity
e Tickets
e Other rights
The token proves control of the blockchain record.

It does not automatically confer copyright, legal ownership of an external object or
enduring demand.

Memetic and Attention-Driven Assets

Some digital assets derive much of their demand from:
*  Community
* Identity
e  Humour
e Speculation
*  Social coordination

o Attention
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These assets can attract substantial liquidity and produce powerful price movements.

Their economic durability is difficult to establish because demand may depend heavily on
continued attention and the arrival of new patrticipants.

Attention is real.

It is also highly mobile.
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4. The Digital-Asset Stack

Digital assets rarely operate in isolation.

A member may interact with an application whose activity depends on several underlying
layers.

1. Base Network

The base network provides some combination of:
« Consensus
*  Security
e Transaction ordering
* Data availability
e Settlement
* Native asset issuance

Bitcoin, Ethereum and Solana are examples of base networks with different purposes and
design choices.

2. Scaling Layer

A scaling layer processes, aggregates or executes activity while relying on another
network for some part of its security, data or settlement.

Its risks may include:
*  Dependence on the underlying network
*  Bridge design
e Sequencer control

*  Upgrade mechanisms
Capital Cycle Intelligence 19 of 105 Digital Assets



Data availability

Withdrawal delays

The description “built on” another network does not tell us precisely which security
properties are inherited.

3. Infrastructure and Middleware

This layer may include:

Bridges

Oracles

Data services

Storage

Indexing

Interoperability systems

Developer tools

These services help applications function.

They can also become critical dependencies.

4. Application or Protocol

Applications provide the service with which the user interacts.

They may support:

Trading
Lending
Payments
Gaming
Markets

Asset issuance

Other digital services
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A successful application can create value for users without necessarily creating equivalent
value for every token or underlying layer.

5. Asset or Token

The asset may provide:
« Payment
* Collateral
 Governance
e Incentives
*  Ownership
*  Security
*  Monetary exposure

Its role must be economically necessary rather than assumed from its presence.

6. Interface and Custody Layer

This includes:
« Wallets
Exchanges
* Custodians
. Front-end applications
e Account and recovery systems

A decentralised protocol accessed through a centralised interface can still expose the user
to concentrated operational control.
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Follow the Dependencies

Every additional layer introduces another dependency.

A failure in an oracle, bridge, interface or custody provider can affect the user even when
the base network continues operating correctly.

CClI therefore asks:

Where in the stack is value being created, where is it captured and which
dependencies could break the chain?
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5. Network Design and Trade-Offs

Blockchain networks make choices among:
e  Security
*  Decentralisation
Performance
« Cost
*  Finality
Hardware requirements
e Data availability
*  Governance flexibility
Improving one characteristic can place pressure on another.

A network may achieve high performance by requiring more powerful hardware or a
smaller set of participants.

Another may prioritise broad independent verification while accepting lower throughput.

A network may allow rapid upgrades while increasing reliance on a smaller group of
decision-makers.

CClI does not ask which design is universally best.

We ask whether the design is appropriate for the purpose.

Security

Security concerns the network’s ability to:
*  Preserve the ledger
. Resist invalid transactions

. Withstand attack
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Security should be considered relative to the economic value at risk.

Maintain availability

Protect the value settled upon it

Decentralisation

Decentralisation can exist across:

A network can be decentralised in one dimension and concentrated in another.

Consensus

Validation

Ownership

Software development
Infrastructure
Governance

Data

User access

Performance and Cost

Performance may include:

Transaction throughput
Confirmation speed
Finality

Execution capacity

Reliability

Low cost and high throughput may expand potential use.

We must understand what trade-offs make them possible.
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Hardware and Participation

If network participation requires specialised or expensive hardware, fewer independent
participants may be able to verify or secure the system.

Lower hardware requirements can broaden participation but may limit performance.

Governance and Upgrades

Networks must sometimes correct problems or introduce improvements.
Ask:

*  Who proposes changes?

*  Who implements them?

*  Who can reject them?

»  Can users exit through a fork?

*  Which version retains economic legitimacy?

A fork can reveal that software rules ultimately operate alongside social consensus.

Purpose Before Benchmark

A monetary settlement network, high-performance application platform and specialised
blockchain may rationally make different design choices.

Technology should be evaluated against purpose, not benchmarked through one
performance statistic.

CCl therefore asks:
*  What purpose is the network designed to serve?
*  Which trade-offs has it accepted?
*  Are those trade-offs appropriate for the value it is expected to secure?

*  Which assumptions must remain true for it to operate safely?
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6. Ownership and Custody

In digital assets, custody is not an administrative detail.
It is part of the investment.
A digital asset is generally controlled through cryptographic keys.

The wallet does not literally contain the asset. It manages the credentials required to
authorise transactions involving the asset recorded on the network.

Public and Private Keys

A public address can be used to receive assets and observe activity.
A private key authorises transactions.
Anyone who obtains the private key may be able to control the associated assets.

If the private key and recovery information are permanently lost, access to the assets may
also be permanently lost.

This creates a form of ownership with unusual personal responsibility.

Self-Custody

Self-custody means the investor controls the relevant private keys.
Potential benefits include:

e Direct control

* Reduced reliance on an exchange

*  Ability to transact on-chain

»  Greater censorship resistance

*  Reduced exposure to some intermediary failures
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Responsibilities and risks include:

Secure key generation
Backup and recovery
Protection against theft
Avoidance of phishing
Transaction accuracy
Inheritance planning

Physical and operational security

Self-custody removes some counterparty risks by transferring responsibility to the owner.

It does not remove risk.

It changes who bears it.

Third-Party Custody

With third-party custody, an exchange, broker or specialist custodian controls access to
the keys.

This may offer convenience and operational support.

It also introduces questions:

Are customer assets segregated?

Who legally owns the assets?

What happens during insolvency?

How are keys stored?

Is insurance available, and what does it cover?

Can withdrawals be suspended?

Does the custodian lend or pledge customer assets?

Which jurisdiction and regulatory regime apply?

Ownership displayed in an account is not always equivalent to direct control of the
underlying asset.
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Hot and Cold Storage

A hot wallet is connected to an online environment and may offer convenience for
transactions.

A cold-storage arrangement seeks to keep key material offline, reducing certain attack
surfaces.

Neither label alone establishes security.

Implementation, procedures, access controls and human behaviour all matter.

Recovery and Inheritance

A custody plan should consider not only theft prevention, but legitimate future access.

Ask:

Can the owner recover from device loss?

Is the backup protected from theft and destruction?

Can authorised family members or representatives gain access if necessary?
Are instructions secure but understandable?

Does the legal estate plan reflect the custody arrangement?

A system so secure that nobody can recover it may fail the owner in a different way.

The CCI Custody Principle

You do not fully understand a digital-asset investment until you understand who
controls the keys, what legal claim you possess and how access could be lost or
recovered.

Custody should be designed before capital is allocated—not after a problem occurs.
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7. Where Digital-Asset Value Comes From

Digital assets do not possess one universal source of value.

CCl separates several possible sources.

Monetary Demand

A digital asset may be demanded because participants value its monetary properties.

These can include:

Scarcity

Portability

Divisibility

Verifiability

Durability

Liquidity

Resistance to censorship

Independence from a particular issuer

The strength of monetary demand depends on confidence that these properties will
endure.

Network Utility

A native asset may be required to use a network.

Demand may arise from:

Transaction fees

Computation

Capital Cycle Intelligence 29 of 105 Digital Assets



 Data storage
 Collateral
*  Settlement
*  Access to services
Usage creates economic activity.

The investment question is whether that activity creates durable demand for the asset
rather than merely for the service.

Network Security

Proof-of-work and proof-of-stake networks use different mechanisms to make dishonest
behaviour costly and coordinate agreement over the ledger.

The native asset may be integral to:
*  Rewarding participants
*  Providing collateral
*  Penalising misconduct
*  Paying for network resources

Security demand can contribute to value when the asset is genuinely necessary to the
mechanism.

Cash Flows and Fee Claims

Some tokens may provide a direct or indirect claim relating to:
*  Protocol fees
. Revenue
*  Distributions
*  Buybacks
. Burns
e Other economic benefits

The claim must be examined carefully.
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Ask:
* Isit contractual or discretionary?
*  Who controls the cash flow?
e  Can governance change it?
* Isthe activity sustainable?
*  Are token holders legally entitled to anything?
* Is value distributed or merely discussed?

Revenue at the protocol level does not necessarily become value for the token holder.

Governance and Control

Governance can possess value when control over a protocol or treasury is meaningful.
Its value depends on:

What can be governed

. How votes are counted

* Participation

*  Concentration

*  Delegation

e  Execution authority

*  Legal enforceability

*  Whether insiders retain practical control

A governance label should never substitute for an analysis of actual power.

Scarcity and Supply Discipline

A constrained supply can support value when demand persists.
But supply must be assessed broadly.

Relevant supply may include:
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New issuance

Token unlocks

Insider allocations

Foundation treasuries

Staking rewards

Mining rewards

Incentive programmes

Wrapped or bridged representations

Substitute tokens

A fixed maximum supply does not ensure a rising price.

It limits one source of supply while demand remains uncertain.

Social Consensus and Trust

Digital assets are technical systems operated and valued by people.

Their durability can depend on collective confidence in:

The rules

The network

The development process
The ownership record
The monetary policy

The community’s willingness to defend core properties

Social consensus is not a weakness unique to digital assets.

All monetary and financial systems rely on confidence.

The important question is how that confidence is created, distributed and maintained.
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8. The CCI Value-Capture Test

One of the most important distinctions in digital-asset research is the difference between:
e Auseful technology
*  Asuccessful network
* Avaluable token
*  An attractive investment
These are not the same conclusion.
A protocol can process substantial activity while its token captures little economic value.
A network can grow while token issuance dilutes holders.
An application can succeed while users avoid holding the associated token.
A token can rise in price while underlying activity remains weak.

CCl therefore applies the Value-Capture Test.

1. Necessity

Is the asset genuinely necessary to use, secure or coordinate the network?

Could the same function operate without it?

2. Demand

What creates sustained demand to acquire or hold the asset?
Is demand:
e  Transactional

*  Monetary
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. Collateral-based
*  Speculative
. Incentive-driven

. Governance-related

3. Retention

Does usage require participants to retain the asset, or can they acquire and dispose of it
immediately?

High transactional volume does not necessarily create long-term holding demand.

4. Distribution

Who receives the economic benefit created by the network?
It may flow to:

e Users

e  Validators or miners

*  Application developers

e  Token holders

* Insiders

e  Liquidity providers

*  Acentral company

*  Governments through taxation

The network can create value without that value accruing to the token.

5. Dilution

How much new supply is required to maintain security, growth or user incentives?
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If rewards come primarily from issuing new tokens, existing holders may be funding the
apparent return.

6. Durability

Can the value-capture mechanism persist without continuous subsidies or speculative
inflows?

7. Defensibility

Can competitors reproduce the service while avoiding demand for the token?
Examine:

*  Switching costs

*  Network effects

e Liquidity

*  Developer ecosystems

e  Security

 Brand and trust

. Interoperability

e Availability of substitutes

Network growth is less valuable to the token holder when users and capital can move
easily to an equivalent system offering lower costs or stronger incentives.

The Governing Question

If the network succeeds, why should this token benefit—and what prevents that
value from migrating elsewhere?

If that question cannot be answered clearly, the technology may be interesting while the
investment remains unproven.
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9. Market Structure and Participants

Digital-asset markets operate continuously across a global network of venues and
participants.

The structure includes both centralised and decentralised components.

Exchanges and Brokers

Centralised exchanges can provide:

They also create counterparty and operational risks.

Trading

Custody

Currency conversion
Lending

Derivatives

Staking services

Trading volume, reserves, controls and customer protections may vary substantially.

Decentralised Exchanges and Protocols

Decentralised protocols may facilitate:

Trading

Lending

Borrowing

Collateral management

Asset issuance
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They can reduce reliance on a central operator at the transaction layer.

They introduce:

Decentralised does not mean riskless or free from concentrated influence.

Smart-contract risk
Oracle risk
Governance risk
Liquidity risk
Interface risk
Bridge risk

Composability risk

Miners and Validators

Miners or validators help secure networks and process transactions.

Research should examine:

Concentration

Hardware or capital requirements
Profitability

Geographic distribution
Censorship resistance
Dependence on intermediaries
Penalties for misconduct
Unbonding periods

Delegation and liquid-staking structures

Staking rewards should be assessed after issuance, dilution, fees, lock-up, slashing and
any additional smart-contract or counterparty risks.
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Transaction Ordering and Value Extraction

The ability to order transactions can create economic value.

Validators, builders, searchers or other participants may extract value by influencing
transaction inclusion and ordering.

This can affect:
*  User execution
*  Network economics
*  Validator concentration
*  Application design
*  The distribution of value across participants

High network activity does not tell us automatically who receives the associated economic
benefit.

Developers and Foundations

Developers maintain and extend network software.
Foundations, companies or decentralised organisations may fund:
*  Development
* QGrants
e Marketing
*  Ecosystem growth
* Governance
* Research

We must understand who controls software, funds development and influences upgrades.

Venture Capital and Early Investors

Early capital can finance genuine development.

It can also create:
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*  Concentrated ownership

*  Preferential entry prices

e Token unlocks

*  Governance influence

e Selling pressure

. Incentives to promote rapid growth

The terms and distribution matter more than the label.

Market Makers and Liquidity Providers

These participants help facilitate trading and price discovery.
Their withdrawal can expose the fragility of apparent liquidity.

Reported volume should not automatically be assumed to represent deep, durable
markets.

Users

Users create the demand networks ultimately need.
CCl distinguishes among:
*  Subsidised activity
e Speculative activity
*  Recurring organic use
*  Activity from multiple addresses controlled by one participant

e Economically meaningful settlement

Regulators and Governments

Regulation can affect:
*  Market access
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e  Custody
e  Taxation
* Disclosure
*  Asset classification
e  Stablecoin issuance
e Banking relationships
*  Exchange operations
Regulatory treatment varies across assets and jurisdictions and can change through time.

A durable foundation should not assume one permanent global classification.
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PART I
HOW CCI INTERPRETS DIGITAL ASSETS
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10. Supply, Demand and the Digital
Capital Cycle

Digital assets possess unusually rapid and reflexive capital cycles.
High returns attract:
* New tokens
*  New networks
*  Venture funding
*  Developers
. Infrastructure
e Leverage
*  Speculative participants
e Marketing
*  Yield programmes
Capital does not merely increase the price of existing assets.
It creates new competing supply.
This makes digital assets an unusually clear expression of the capital-cycle principle:

Capital does not merely respond to returns. Through its movement, capital changes
the future returns available.

Expansion

During expansion:
e Liquidity improves

o Prices rise
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Funding becomes easier
Token issuance increases
New narratives emerge
User incentives expand
Leverage grows

Participation broadens

Rising prices can make projects appear more successful, strengthen treasury values and
fund additional development.

This can create genuine progress.

Networks may gain users. Infrastructure may improve. Developers may receive the
resources required to build useful applications.

But rising prices can also conceal weak underlying economics.

When treasury values, collateral and user incentives all depend on appreciating tokens,
price becomes both an output of the system and an input into its continued expansion.

Excess

Excess may appear through:

High valuations

Weak token rights

Unsustainable yields

Aggressive issuance

Large insider allocations

Excessive leverage

Repeated copies of successful ideas
Activity funded primarily by incentives
Narratives treated as evidence
Declining research standards

Capital allocated before product demand is established
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Because tokens and competing networks can often be created quickly, digital-asset capital
can produce competition and dilution at extraordinary speed.

A genuinely successful idea may attract dozens of alternatives.

That competition can benefit users while weakening value capture for individual token
holders.

Contraction

When liquidity weakens or confidence breaks:
e  Prices fall
* Leverage unwinds
*  Funding disappears
* Token treasuries lose value
* Incentives become unaffordable
*  User activity declines
Weak custodians and protocols may fail
*  Development slows
*  Market makers withdraw
* Narratives lose influence
The contraction reveals which activity was durable and which depended on rising prices.

Networks that appeared highly active may discover that users were primarily attracted by
subsidies. Yields may collapse when token issuance loses value. Borrowers may be
liquidated as collateral falls.

Digital contractions can move quickly because markets operate continuously and
liquidations can be automated.

Renewal

Renewal may begin when:
* Leverage has been reduced

Weak projects have failed
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* Valuations and expectations have fallen
e  Strong networks retain developers and users
* Infrastructure continues improving
»  Sustainable demand becomes easier to distinguish
»  Capital allocation becomes more disciplined
* Token supply and incentives become more rational
Not every surviving asset deserves to recover.
Survival is evidence.
It is not proof of value.

The strongest networks may emerge from contraction with greater market share, improved
infrastructure and a more committed ownership base.

Others may survive only because remaining liquidity is insufficient to reveal their lack of
demand immediately.

The CCI Capital-Cycle Question

What is current digital-asset profitability and attention encouraging capital to
create?

If high returns are financing large amounts of substitute supply, dilution or unsustainable
incentives, future returns may be weakening while current prices remain strong.

If prolonged contraction has reduced leverage, removed weak competitors and
discouraged substitute supply while durable demand persists, the foundations for renewal
may be forming.
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11. Liquidity, Growth and Credit
Sensitivities

Digital assets interact with the Three Pillars, but the sensitivity varies by asset.

Liquidity
Digital assets can be highly sensitive to liquidity because:
*  Many possess no established cash-flow anchor
*  Valuations depend heavily on future adoption
*  Speculative participation can be significant
*  Leverage can amplify flows
*  Markets operate continuously
»  Capital can move rapidly across venues
*  Collateral values can change quickly
Improving liquidity may support:
*  Participation
e Valuation
*  Venture funding
*  Network activity
*  Collateral values
* Risk appetite
Deteriorating liquidity can reveal fragile demand and force leverage to unwind.
A positive liquidity environment does not make every token valuable.

It expands the capacity for capital to move.
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The quality of the allocation still depends on where that capital goes and what it creates.

Growth

The relationship with economic growth is less uniform.
Growth can support:

. Risk appetite

* Investment

»  Technology spending

*  Network adoption

*  Household capacity to speculate

 Demand for settlement and financial activity

But some monetary digital-asset demand may arise from concerns about existing financial
or monetary systems rather than strong conventional growth.

A digital asset used primarily for speculation may respond differently from one used for
remittances, settlement, savings or productive network activity.

We must identify the relevant demand channel for each asset.

Credit

Credit influences digital assets through:
* Leveraged trading
»  Stablecoin creation
* Lending platforms
* Institutional financing
*  Venture funding
e Collateral values
*  Market-maker balance sheets

*  Borrowing against digital assets
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Crypto-native credit can expand within the digital ecosystem even when it is difficult to
observe through traditional banking data.

When collateral prices rise:

*  Borrowing capacity can increase

More assets can be purchased

Leverage can expand
e Apparent liquidity can improve
When collateral prices fall:
. Borrowing capacity contracts
e Margin requirements increase
*  Liquidations may become automatic
»  Selling can reinforce further declines

This creates a reflexive credit cycle within the asset class.

Stablecoins as a Transmission Layer

Stablecoins can connect traditional currency, centralised exchanges and on-chain
markets.

Their issuance and redemption may influence:
*  Trading liquidity
e Collateral
*  Settlement
* Lending
*  Cross-border activity
The movement of capital between traditional and digital markets
An expanding stablecoin supply may accompany greater on-chain liquidity.
It should not automatically be interpreted as productive demand or permanent capital.
CCl asks:

*  What supports the stablecoin?
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Why is its supply changing?

*  Where is it being used?

* Isitfinancing settlement, savings, leverage or speculation?

e  Can holders redeem reliably?

Which institutions, reserves and smart contracts sit behind it?

Stablecoins can function as valuable financial infrastructure while simultaneously
introducing issuer, reserve, regulatory and redemption risk.

Cross-Pillar Interaction

A supportive environment may include:

*  Improving liquidity

«  Stable or improving growth

*  Functioning credit

* Increasing risk tolerance

»  Strengthening collateral values
A difficult environment may include:

*  Contracting liquidity

e  Tightening credit

*  Falling collateral values

Weakening growth

*  Forced deleveraging

»  Stablecoin redemption pressure
The asset’s own adoption and capital cycle must still be considered.

Macro context is not a digital-asset thesis.
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12. Natural Habitats and Regime
Behaviour

Digital assets do not possess one natural habitat.

The relevant habitat depends on the category and source of value.

Liquidity Expansion

Improving liquidity may support:

Market participation
Leverage

Venture funding
Network activity
Valuations

Speculative demand

This can benefit high-quality networks and weak assets simultaneously.

The difference may become visible only after liquidity turns.

CCl therefore asks whether improving liquidity is financing:

or:

Durable adoption
Productive infrastructure
Stronger security

Sustainable applications

Subsidised activity

Excessive leverage
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. Weak token issuance

Temporary speculation

Recovery

An early recovery can favour assets that:
»  Survived the contraction
* Retained developers and users
* Reduced excess leverage
»  Continued improving infrastructure
» Possess credible value capture
*  Face lower expectations
* Maintained security and operational reliability

The strongest short-term price performance does not necessarily identify the strongest
long-term network.

Low-liquidity assets can rise dramatically without establishing durable value.

Strong Growth and Risk Appetite

Strong economic activity can support:

*  Technology investment

*  Venture funding

*  Household risk appetite

 Demand for emerging assets

e  Growth in digital commerce
It can also produce higher interest rates or tighter policy, creating conflicting forces.
The direction of growth is not enough.

We must understand how it transmits into liquidity, credit and digital-asset demand.
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Inflation and Monetary Uncertainty

Some digital assets may be considered in response to:
*  Currency debasement concerns
*  Capital controls
*  Cross-border settlement needs
* Demand for non-sovereign monetary assets
* Declining confidence in existing institutions
The claim must be evaluated asset by asset.

A token with flexible issuance, concentrated governance and weak demand does not
acquire credible monetary scarcity merely because inflation is high.

Credit Contraction

Credit contraction can be especially damaging where:
* Leverage is high
*  Collateral is volatile
e  Liquidity is shallow
*  Yields depend on new borrowing
*  Market makers withdraw
» Custodians or protocols face mismatched obligations
e  Stablecoin confidence weakens

Digital assets held for long-term monetary reasons may still experience severe price
declines during an urgent demand for liquidity.

Long-term purpose does not eliminate path risk.

Regulatory Transition

Regulatory clarity can improve:

. Market access
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e  Custody standards
e Institutional participation
* Disclosure
*  Banking relationships
Restrictive or uncertain regulation can affect:
e Trading venues
e  Custody
 Token issuance
*  Protocol governance
e  Stablecoins
 User access
*  Developer activity
The effect will differ by asset, jurisdiction and ownership structure.

A regulatory development that strengthens one category may weaken another.

Natural Habitats Are Conditional

The starting valuation, ownership concentration, leverage and supply schedule may
overwhelm a supportive regime.

CClI therefore asks:

Which environmental force should support this asset, through what mechanism and
what is already reflected in the price?
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Public blockchain data can provide unusual transparency.

13. Reading On-Chain Evidence

Transactions, addresses, token movements and smart-contract activity can often be
observed directly.

This creates a valuable evidence source.

It can also create false confidence.

Transparency of data does not guarantee clarity of meaning.

CCl organises on-chain evidence into several categories.

Activity

Activity measures may include:

Transactions

Active addresses
Application interactions
Contract calls

Transfer volume

These measures can help us observe usage.

They may also be distorted by:

Bots

Incentives

Repeated activity

One participant controlling many addresses

Low-value transactions
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Temporary speculative events

Economic Activity

Economic activity attempts to distinguish meaningful use from raw transaction counts.

Evidence may include:

Fees paid by users

Recurring users

Settlement value

Application revenue

Demand persisting after incentives decline

Activity connected to genuine services

Fees alone are not sufficient.

High fees can indicate strong demand, poor scalability or a temporary speculative event.

Security

Security evidence may include:

Mining participation
Hash rate

Staked value

Validator participation
Client diversity
Geographic distribution
Concentration

Security expenditure
Penalties and slashing

Network reliability
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More capital committed to security can be relevant.

We must still ask whether the structure is decentralised, resilient and economically
sustainable.

Ownership and Supply

Blockchain data can help examine:
*  Ownership concentration
* Issuance
Unlocks
*  Treasury movements
Exchange balances
*  Miner or validator behaviour
*  Large-holder activity
*  Dormant supply
Addresses do not always correspond neatly to individual owners.

An exchange address may represent many customers. One participant may control
multiple addresses.

Capital and Leverage

Evidence may include:
* Collateral
*  Borrowing
e  Stablecoin flows
e Lending utilisation
e  Liquidations
e Derivative positioning

*  Protocol exposure
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*  Bridge activity
High locked value can represent genuine demand.

It can also reflect leverage, circular collateral or the same capital counted across multiple
protocols.

Developer and Ecosystem Evidence

Research may consider:

*  Software contributions

*  Active developers

Upgrades

*  Application development

 Tooling

*  Ecosystem diversity

Dependence on a small contributor group
Developer counts should be interpreted carefully.

Quantity does not automatically indicate quality, commitment or economic relevance.

The CCI On-Chain Principle

On-chain data is evidence to be interpreted—not a verdict to be accepted.
CCl seeks:

* Persistence

*  Confirmation across measures

Economic meaning

e Declining dependence on subsidies

*  Acredible transmission into value capture

A metric becomes useful when we understand what behaviour created it and why that
behaviour matters to the thesis.
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14. How CCI Values Digital Assets

Digital-asset valuation is difficult because the category contains assets with very different
economic functions.

No single valuation method applies to all of them.

CCl therefore uses several complementary approaches.

Monetary Valuation

A monetary asset may be assessed through:

*  Credible scarcity

*  Security
e Liquidity
e Adoption

e Settlement activity
*  Portability
e Divisibility
* Resistance to alteration
*  Share of relevant monetary demand
e Scenario analysis
This is not an equity valuation.
There may be no contractual cash flow to discount.

The investor is assessing whether monetary demand could persist or grow relative to a
credibly constrained supply.
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Network-Economic Valuation

A smart-contract network may be assessed through:

Transaction demand
Fees

Settlement value
Active users
Developer activity
Application ecosystem
Security expenditure
Token issuance
Staking demand
Competing networks

Value capture

Raw activity should not be accepted without examining quality, incentives and economic
relevance.

Cash-Flow or Fee-Based Valuation

Where token holders possess a credible economic claim, analysis may consider:

A token burn can reduce supply without creating value if:

Sustainable fees
Costs
Distributions
Buybacks

Burns

Growth

Required returns

Activity is uneconomic
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*  Users are heavily subsidised
* Issuance exceeds the burn
*  The token captures little of the network’s economic benefit

The existence of protocol revenue does not automatically make the token equivalent to an
equity.

Supply-Based Analysis

CCIl examines:
*  Circulating supply
*  Total supply
Maximum or expected supply

. Issuance

. Inflation
. Burns
. Unlocks

* Insider ownership
Foundation holdings
e  Staking rewards

e Liquid versus restricted supply

Circulating Value and Fully Diluted Value

A token can appear inexpensive when valuation is calculated using only the supply
currently circulating.

If substantial future issuance or insider unlocks remain, the valuation of the eventual
supply may be considerably larger.

CCl therefore considers:
*  Current market capitalisation

*  Fully diluted valuation, or FDV
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Unlock schedules
The recipients of future issuance

The cost basis of early holders

The market’s capacity to absorb future supply

Fully diluted value is not a prediction that every token will enter the market immediately.

It is a reminder that today’s ownership sits within a larger future supply structure.

Yield Analysis

Digital-asset yield may arise from:

Network issuance
Transaction fees
Lending

Liquidity provision
Protocol incentives
Market-making

Validator rewards

CCI considers the return after:

Token inflation

Dilution

Fees

Lock-up

Unbonding periods

Slashing

Smart-contract risk
Counterparty risk
Liquid-staking dependencies

Changes in the value of the reward asset
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A nominal yield can be positive while the holder’s share of network value declines.

Relative Valuation

An asset may be compared with:

Competing networks
Monetary assets
Payment systems
Technology platforms

Other stores of value

Comparables can help organise assumptions.

They do not prove that either asset is correctly valued.

Cost and Security Analysis

Proof-of-work networks may be examined through:

Proof-of-stake networks may be examined through:

Mining economics

Energy and hardware costs
Hash rate

Fee revenue

Issuance

Miner behaviour

Staked value
Validator economics
Issuance

Penalties

Concentration
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Delegation

Liquid-staking structures

Security cost is relevant.

It is not necessarily a valuation floor.

Scenario Analysis

Because uncertainty is high, CCI places significant weight on scenarios.

Ask:

What must happen for the asset to succeed?

What adoption is required?

What supply will exist?

What value must the network capture?

What happens if the network succeeds but the token does not?
What happens if competition reduces returns?

What happens if regulation changes access?

What could permanently impair demand?

The objective is not to manufacture precision.

It is to expose the assumptions the price requires.
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15. Risk, Failure Modes and Permanent
Impairment

Digital-asset risk extends beyond price volatility.

Monetary Failure

A monetary asset can fail if:
*  Scarcity loses credibility
e Security weakens
* Demand disappears
*  Governance changes core properties

*  Asuperior substitute captures the monetary role

Protocol Failure

A network can fail through:
*  Software defects
*  Consensus breakdown
*  Attacks
*  Persistent instability
. Inability to scale for its intended purpose

*  Loss of developers or validators
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Smart-Contract Risk

Code can contain errors or unintended behaviour.

A smart contract may execute exactly as written while producing an outcome users did not
expect.

Immutability can make errors difficult to correct.

Bridge and Oracle Risk

Bridges connect assets or information across systems.
Oracles introduce external data to smart contracts.

Both can create critical dependencies and attack surfaces.

Custody and Key Risk

Assets can be lost through:

Theft

Phishing

Lost credentials

Poor backups

Device compromise
Inheritance failure
Custodian insolvency

Withdrawal restrictions

Tokenomic Risk

Token holders may face:

Inflation

Unlocks
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Insider selling

Weak value capture
Unsustainable rewards
Governance dilution

Treasury liquidation

Stablecoin Risk

Risks may include:

Inadequate reserves
Poor-quality collateral
Redemption failure
Issuer failure
Smart-contract failure

Loss of confidence

Depegging

Governance and Fork Risk

Control may be concentrated among:

Formal decentralisation can coexist with practical concentration.

Capital Cycle Intelligence

Founders
Foundations
Validators

Token holders
Venture investors
Core developers

Service providers
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Disagreement may lead to a fork, creating competing versions of the network or asset.

A fork can reveal:

Who controls software development

Which version exchanges and custodians support

Where developers and users migrate

How social consensus determines economic legitimacy

Regulatory and Legal Risk

Changes can affect:

Ownership rights
Trading

Custody

Taxation

Issuance

Network participation

Banking access

Market-Structure Risk

Digital-asset markets may face:

Thin liquidity
Manipulation

Conflicts of interest
Fragmented pricing
Exchange failure
Market-maker withdrawal

Continuous liquidation
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*  Transaction-ordering and execution risk

Leverage Risk

Leverage can create losses exceeding the initial capital in some instruments and can force
positions to close before a thesis has time to develop.

Obsolescence

Technology changes quickly.
A network can lose relevance if it cannot retain:
* Users
Developers
*  Security
*  Liquidity
*  Applications

*  Competitive differentiation

Complexity and Dependency Risk

An exposure may depend simultaneously on:

*  Abase network

*  Scaling system

* Bridge

* Oracle

*  Smart contract

e Wallet

*  Custodian

»  Stablecoin
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* Userinterface
Each dependency can fail independently.

The combined risk may be greater than any single component suggests.

The Permanent-Impairment Test

Ask:

Could this development permanently weaken the asset’s monetary properties,
network utility, security, ownership claim or durable demand?

If yes, the issue is more than volatility.

It may represent thesis impairment.
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16. The CCI View of Digital Assets

CCI approaches digital assets with openness, scepticism and discipline.

We neither assume that every traditional system will be replaced nor that digitally native
assets possess no enduring value.

Our institutional view rests on several principles.

1. Digital Assets Are a Genuine but Heterogeneous
Asset Class

The asset class contains meaningful innovations alongside speculation, weak ownership
claims and avoidable complexity.

Each asset must be assessed on its own terms.

2. Bitcoin Deserves a Distinct Monetary Framework

Bitcoin’s central investment question concerns the durability of its monetary properties,
security, scarcity, liquidity and adoption.

It should not be valued as though it were a company.

Nor should every digital asset inherit Bitcoin’s characteristics simply by association.

3. Network Success and Token Success Are Different

A useful network can create substantial value for users and developers without creating
equivalent value for token holders.

Value capture must be demonstrated.
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4. Technology Must Be Evaluated Against Purpose

Higher throughput, lower fees or faster execution are not universally superior.

We ask whether the network’s design and trade-offs are appropriate for the purpose it
intends to serve.

5. Decentralisation Is a Spectrum

We examine decentralisation across:
*  Software development
e Consensus
*  Ownership
*  Governance
* Infrastructure
*  Custody
e Data availability
. User access
A network can be decentralised in one dimension and concentrated in another.
Decentralisation can create resilience and credible neutrality.
It can also introduce coordination costs and slower decision-making.

The trade-offs should be understood, not romanticised.

6. Custody Is Part of the Thesis

The method of ownership can determine whether the investor actually receives the
benefits the asset is intended to provide.

A censorship-resistant asset held through a fragile intermediary may not deliver the
expected protection.
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7. Yield Must Be Decomposed

Every digital-asset yield should be traced to its economic source.

Ask:

Who is paying it?

Why?

In what asset?

Is it funded by fees, borrowing, issuance or incentives?
What risks are required?

Is the holder being diluted?

Yield is compensation.

We need to know what we are being compensated for.

8. Activity Is Not Automatically Adoption

Transactions, addresses and locked capital may be influenced by:

Incentives

Bots

Leverage
Repeated activity

Temporary speculation

CCl seeks evidence of recurring, economically meaningful use.

9. Price Is Not Proof of Value

Rising prices can attract users, capital and development.

They can also create reflexive activity unsupported by durable economics.

Price is evidence.

It is not the final authority.
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10. The Capital Cycle Is Central

Digital assets compress capital cycles.
High returns can create new supply, narratives and leverage rapidly.

Understanding who is issuing, funding, unlocking and selling is essential.

11. Survival Is Necessary but Not Sufficient

A network surviving multiple cycles provides useful evidence of resilience.

It does not establish that the current price is attractive or that the asset will remain
relevant.

12. Simplicity Has Value

Every additional protocol, bridge, custodian, smart contract and yield strategy introduces
another dependency.

Complexity should earn its place through a clear economic benefit.

13. On-Chain Transparency Still Requires Interpretation

Public data can improve understanding.

It can also encourage false precision when the behaviour behind the metric is poorly
understood.

14. Humility Is Essential

Digital assets remain technically, legally and economically dynamic.

Strong conviction should coexist with a willingness to update when the evidence changes.
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PART il

RESEARCHING AND APPLYING DIGITAL
ASSETS
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17. Potential Portfolio Roles

Digital assets should not enter a portfolio merely because the category exists.
The role must connect to Question Zero:

What is this capital required to do?

No digital asset is entitled to a portfolio position.

It must earn one through its economics, valuation and fit with the investment mandate.

Asymmetric Growth

A carefully sized allocation may offer substantial potential upside if adoption and value
capture develop successfully.

The possibility of large upside does not justify an unlimited position.
Asymmetry depends on the downside being contained at the portfolio level.
The relevant questions include:

*  What must happen for the upside to emerge?

*  What could cause permanent failure?

*  How much of the portfolio is genuinely at risk?

* Is the potential reward sufficient relative to that risk?

e Can the investor survive a complete loss of the allocation?

Digital Monetary Exposure

A monetary digital asset may provide exposure to:
* Digitally native scarcity

* Non-sovereign settlement
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*  Alternative monetary demand

*  Portability across borders

. Reduced dependence on a particular issuer
This role must be assessed against:

*  Volatility

e  Custody

*  Regulatory risk

*  Market liquidity

*  Technology

*  The credibility of the monetary rules
A monetary thesis does not prevent severe cyclical drawdowns.

The role and the path must both be understood.

Network-Economy Exposure

A smart-contract platform may provide exposure to growth in:
* Digital settlement
» Tokenised assets
*  On-chain applications
*  Programmable ownership
*  Decentralised markets
*  New forms of digital coordination
The network’s success is only part of the investment case.

The native asset must capture value from that activity.

Diversification

Digital assets may possess distinct long-term economic characteristics.
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During liquidity stress, however, they may become highly correlated with speculative risk
assets.

Diversification should be based on a credible mechanism rather than:
*  Ashort historical period
 Alabel
A marketing claim

*  Temporary price behaviour

*  Which existing portfolio risk is the asset expected to diversify?
*  Why should it behave differently?
* Under what conditions might that relationship fail?

*  Could the asset increase exposure to liquidity or speculative risk instead?

Learning Allocation

A small position may sometimes create engagement and encourage deeper
understanding.

Holding an asset can make:
*  Custody
Transactions
*  Market structure
e Volatility
 Governance
* Tax and record-keeping requirements
more tangible.
Calling an allocation educational does not remove financial risk.

It should still be sized and governed deliberately.
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Portfolio Sizing

Position size should consider:
* Risk capacity
. Risk tolerance

. Risk requirement

*  Volatility
e  Liquidity
*  Custody

*  Technical knowledge

e Time horizon

*  Existing exposures

*  Permanent-loss potential

»  Correlation during stress

*  The complexity of the ownership structure

A small capital weight can still contribute substantial portfolio risk when the asset is
volatile, leveraged or illiquid.

CCl therefore considers both:
*  Capital weight: How much money is allocated
* Risk contribution: How much potential loss and instability the position introduces

An allocation should be small enough to survive failure and meaningful enough to
justify the research and responsibility it requires.

A Portfolio Role Is a Testable Hypothesis

If the asset is held for monetary diversification, are its monetary properties strengthening?

If it is held for network growth, is usage becoming more durable and is value reaching the
token?

If it is held for asymmetric upside, has valuation reduced the asymmetry?

If it is held for diversification, does the economic mechanism remain credible?
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The role should be reviewed rather than assumed permanently.
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18. How CCI Researches a Digital Asset

CCI moves from category to asset, from technology to economics and from economics to
portfolio decision.

Before opening any individual Deep Dive, ask:

Which digital-asset category am | analysing, which valuation framework belongs to
it and what evidence would demonstrate durable value?

Only then should the asset-specific research begin.

Step One — Define the Asset

Ask:
e Whatisit?
*  What function does it perform?
e Isit native to the network?
*  What rights does ownership provide?
*  Why does the asset need to exist?
*  Where does it sit within the digital-asset stack?

Classification determines which questions and valuation approaches belong to the asset.

Step Two — Understand the Problem

Ask:
*  What problem is the network solving?
*  Who experiences the problem?

* How is it solved today?
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Is the proposed solution materially better?

Does a blockchain contribute meaningful value?

Does decentralisation serve the purpose?

A blockchain should not be assumed necessary merely because one has been built.

Step Three — Understand the Technology

Ask:

How does the network reach consensus?
How are transactions processed?

What security assumptions exist?

What dependencies sit outside the network?
How are upgrades made?

What trade-offs are being accepted?

What hardware is required?

How is data made available?

What constitutes settlement or finality?

The objective is not to become a protocol engineer.

It is to understand the technical features that matter economically.

Step Four — Map the Stack and Dependencies

Identify:

Base network
Scaling layers
Bridges
Oracles

Applications
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. Interfaces
. Custodians
. Stablecoins

. Other critical infrastructure

Ask what happens to the investment if one dependency fails while the remaining system

continues operating.

Step Five — Identify Demand

Ask:

*  Who uses the network?

*  Why do they use it?

*  Must they acquire the asset?

*  Must they retain it?

* Isdemand recurring?

* |s activity organic or subsidised?

*  What alternatives exist?

*  How easily can users and capital move elsewhere?
Demand should be separated into:

*  Monetary demand

*  Transactional demand

* Collateral demand

*  Security demand

*  Governance demand

*  Speculative demand

. Incentive-driven demand
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Step Six — Analyse Supply

Ask:

What is the issuance schedule?

What is the current circulating supply?

What total or maximum supply is expected?

Who owns the existing supply?

What unlocks are approaching?

How are validators, miners or insiders compensated?
Can governance change supply?

What dilution should holders expect?

Which substitutes can be created?

Supply analysis should include both the token itself and competing digital assets.

Step Seven — Apply the Value-Capture Test

Examine:

1. Necessity

2. Demand

3. Retention

4. Distribution

5. Dilution

6. Durability

7.  Defensibility
Then ask:

If the network succeeds, why should this token benefit—and what prevents that
value from migrating elsewhere?
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Step Eight — Examine the Capital Cycle

Ask:
* Is capital entering or leaving?
What new supply is capital creating?
* Isleverage expanding?
*  Are incentives sustainable?
* Is the ecosystem disciplined or excessive?
*  Are weak competitors being removed?
*  What has survived previous contractions?

The capital cycle helps distinguish current success from sustainable future returns.

Step Nine — Read the Regime

Ask:

e Is liquidity supportive?

* |s credit expanding or contracting?

What is happening to collateral and leverage?

* Is growth affecting adoption or risk appetite?

*  What role are stablecoins playing?

*  Which macroeconomic force matters most?

*  What initiating shock created the present environment?
The regime provides context.

It does not replace the asset thesis.
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Step Ten — Read the On-Chain Evidence

Examine:

e Activity

Economic activity

*  Security

*  Ownership

Supply

e Capital

* Leverage

*  Developer participation
Then ask:

o What behaviour created the metric?

Is it persistent?

e Isit subsidised?

e Can it be manipulated?

. Is the same capital counted elsewhere?

*  How does it transmit into value capture?

Step Eleven — Assess Valuation and Expectations

Ask:
*  Which valuation method belongs to the asset?
*  What future is the price assuming?
*  What adoption is required?
*  What supply will exist?
*  What does the fully diluted valuation imply?
*  What could produce upside?

*  What could cause permanent impairment?
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* Isthere a margin for error?

*  Does the investment remain attractive across several plausible scenarios?

Step Twelve — Evaluate Custody and Execution

Ask:
*  How will the asset be held?
*  Who controls the keys?
*  What counterparties are involved?
*  What operational knowledge is required?
*  What could prevent access or recovery?
*  What inheritance plan exists?
*  What transaction, tax and record-keeping requirements apply?

*  How liquid will the position remain during stress?

Step Thirteen — Apply the CCI Decision Framework

Return to:
*  Question Zero
*  Ownership
e Thesis
* Regime
* Capital cycle
e Valuation
. Invalidation
*  Position size
*  Portfolio role

*  Monitoring
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. Exit conditions

Research becomes investment only after the complete decision process has been
followed.
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19. The Member’s Digital-Asset Research

Checklist

Mandate

What is this capital required to do?
What is the time horizon?
What are my risk capacity, risk tolerance and risk requirement?

Can | withstand permanent loss of the allocation?

Purpose

What is the asset designed to do?
Why is a blockchain required?
What makes the solution distinctive?

Which digital-asset category does it belong to?

Ownership

What do | legally and economically own?
What rights does the token provide?
Who controls the keys?

Which entities sit between me and the asset?
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The Stack

*  Which base network does the asset depend on?
*  Which scaling layers, bridges, oracles or applications are involved?
*  Which dependency could cause the exposure to fail?

*  Where is value created and captured?

Network Design

*  How does the network reach consensus?

*  What design trade-offs has it accepted?

*  Are those trade-offs appropriate for its purpose?
*  What constitutes finality?

*  Who can verify the system independently?

Demand

*  Who needs the asset?

*  Why must they acquire or hold it?

* Is demand organic, recurring and economically meaningful?

e  Can users obtain the same service without holding the token?

*  How easily can demand migrate to a competitor?

Supply
What is the issuance schedule?
*  What are the circulating, total and expected supplies?
What is the fully diluted valuation?

Who owns the supply?
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. What dilution and unlocks remain?

e  Can the rules change?

Security

*  How is the network secured?

*  How concentrated is participation?
What would an attack require?

*  What dependencies could fail?

*  Are staking, delegation or mining structures creating concentration?

Governance

*  Who can change the protocol?
*  Who controls treasury assets?
. Is voting power concentrated?
e Can users reject an upgrade?

What would happen during a contentious fork?

Value Capture

* If usage grows, why should the token benefit?

*  Where do fees and economic value flow?

*  Are rewards funded through genuine activity or issuance?
* |s the mechanism durable?

*  What prevents value from migrating elsewhere?
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Market Structure

Where does liquidity exist?

Which custodians, exchanges or market makers are involved?

Is reported activity reliable?
Where is leverage located?

Who can influence transaction ordering or execution?

Capital Cycle

Is capital entering or leaving?
What new competition or supply is being created?
Is the market disciplined, expanding or excessive?

Which activity depends on rising prices or incentives?

Regime

Which aspects of Liquidity, Growth and Credit matter?
What environment is the asset operating within?
What is the dominant driver?

What role are stablecoins and collateral playing?

On-Chain Evidence

Is activity persistent?

Are users paying economically meaningful fees?
Is activity organic or subsidised?

What does ownership concentration reveal?

Are leverage and collateral creating fragility?

Capital Cycle Intelligence 91 of 105

Digital Assets



e  Can the metrics be interpreted in more than one way?

Valuation

*  Which framework suits the asset?

*  What expectations are embedded in price?
*  What scenarios justify the valuation?

*  What future supply must be absorbed?

What margin for error exists?

Yield

Who pays the yield?

* s it funded by fees, lending, issuance or incentives?

*  What inflation and dilution exist?

*  What lock-up, unbonding, slashing or smart-contract risks are being accepted?

* In which asset is the reward paid?

Custody and Recovery

*  Who controls the keys?

*  How are backups secured?

*  What happens if a device, custodian or owner becomes unavailable?
* Isthere a secure inheritance and recovery plan?

What legal claim exists during custodian failure?

Risk

*  What can create permanent impairment?
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What could invalidate the thesis?
Can the network, investment vehicle and investor survive the path?

Which risks are outside the blockchain itself?

Portfolio

What role would the asset perform?

What existing risks would it duplicate?

What position size respects the possibility of failure?
How much portfolio risk would it contribute?

How will it be monitored and governed?

If these questions cannot yet be answered, the research is not complete.

Capital Cycle Intelligence 93 of 105

Digital Assets



20. Common Digital-Asset Mistakes

Treating Every Digital Asset Like Bitcoin

Different assets possess different monetary properties, supply structures and economic
purposes.

Applying the Wrong Valuation Framework

A monetary asset, smart-contract platform, stablecoin and governance token should not be
valued as though they represent the same claim.

Assuming Useful Technology Means a Valuable Token

The network can succeed without value accruing to the token holder.

Ignoring the Digital-Asset Stack

A sound base network does not remove the risks introduced by bridges, applications,
interfaces or custody providers.

Benchmarking Technology Through One Statistic

Higher throughput or lower cost does not reveal the security, decentralisation or hardware
trade-offs required to produce it.
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Confusing Transactions With Adoption

Incentives, bots and speculation can create activity without durable demand.

Treating On-Chain Data as Self-Explanatory

Transparent data still requires interpretation.

Addresses are not necessarily users, and locked value is not automatically productive
capital.

Ignoring Dilution

Nominal token ownership can remain unchanged while the holder’s share of the network’s
supply declines.

Ignoring Fully Diluted Valuation

A small circulating supply can make an asset appear less expensive while substantial
future issuance remains.

Treating Staking Rewards as Free Yield

Rewards may compensate for:

e Inflation
e Lock-up
e Unbonding

. Validator risk
*  Slashing
. Smart-contract risk

*  Loss of liquidity
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Accepting the Word “Stable”

A stablecoin is only as resilient as its reserves, collateral, redemption mechanism, code
and governance.

Ignoring Custody Until After Purchase

The ownership, recovery and inheritance methods should be understood before capital is
committed.

Believing On-Chain Means Risk-Free

Smart contracts, bridges, oracles, governance and user interfaces can all fail.

Confusing Decentralisation With Absence of Control

Practical control may remain concentrated despite decentralised branding.

Valuing Every Token Like an Equity

Many tokens provide no contractual claim on earnings, assets or cash flows.

Following Market Capitalisation Without Studying
Supply

Future issuance, unlocks and insider holdings can materially change the valuation.

Using Leverage in a Volatile Asset Class

Leverage can remove the time required for a sound thesis to develop.
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Allowing Community to Replace Evidence

A strong community can support adoption.

It can also discourage critical thinking.

Treating Price Appreciation as Thesis Confirmation

Price may rise because of liquidity, leverage or attention without improving long-term
value.

Assuming Survival Proves Value

Surviving a contraction is useful evidence of resilience.

It does not establish durable demand or attractive valuation.

Investing Beyond Technical or Emotional Capacity

An asset you cannot secure, understand or hold through plausible volatility may be
unsuitable regardless of its potential.
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21. Key Principles to Retain

1. Digital assets are not one uniform investment.

Classification must come before valuation.

2. The existence of a token does not establish value.

Purpose, demand, supply and value capture must be demonstrated.

3. A useful network and a valuable token are different conclusions.

Ask why token holders should benefit if the network succeeds.

4. Analyse the complete stack.

Every layer introduces dependencies, risks and potential sources of value capture.

5. Technology must be evaluated against purpose.

No single performance benchmark identifies the best network design.

6. Credible scarcity requires durable demand.

A limited supply is not enough.

7. Custody is part of ownership.

Understand who controls the keys, how access could be lost and how it can be recovered.
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8. Decentralisation is a spectrum.

Examine control across software, consensus, ownership, governance and infrastructure.

9. Yield must be traced to its source.

Issuance and leverage can disguise dilution and risk as return.

10. Activity is not automatically adoption.

Seek economically meaningful, recurring use.

11. On-chain transparency still requires interpretation.

Visible data can create false confidence when its economic meaning is unclear.

12. Supply includes more than current circulation.

Issuance, unlocks, incentives, insider holdings and fully diluted value matter.

13. Stablecoins are both infrastructure and risk transmitters.

Their reserves, redemption and use within credit and liquidity must be understood.

14. The digital capital cycle moves quickly.

High returns can create substitute supply, leverage and excess with unusual speed.

15. Macro context matters but is not the thesis.

Liquidity can support the asset class without making every token valuable.
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16. Technology risk and investment risk are different.

A network can function while the investment performs poorly.

17. Complexity creates dependencies.

Every added layer should provide an economic benefit sufficient to justify its risk.

18. Position size must respect failure.

Digital assets can experience severe volatility and permanent impairment.

19. A portfolio role is a hypothesis.

It must be supported by the asset’s economics and reviewed through time.

20. Strong conviction should retain humility.

The asset class will continue to evolve.
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22. A Principle to Carry Forward

You now possess the foundation required to begin researching individual digital assets.

You understand:
What digital assets are
*  Why they exist
*  How their categories differ
*  How the digital-asset stack operates
*  Which network design trade-offs matter
*  How ownership and custody work

*  Where monetary and network value may come from

Why network success does not guarantee token success

* How the digital capital cycle creates expansion and excess

*  How Liquidity, Growth and Credit shape the environment
*  How stablecoins transmit liquidity and risk

*  How to interpret on-chain evidence

*  Which valuation frameworks may apply

*  What can create permanent impairment

*  How digital assets may—or may not—fit within a portfolio

How CCI approaches the asset class

The next stage is not to search for the token with the strongest price momentum or most

persuasive narrative.
It is to select an individual asset and apply the framework in full.

Before opening any individual Deep Dive, ask:

Which digital-asset category am | analysing, which valuation framework belongs to

it and what evidence would demonstrate durable value?
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For Bitcoin, we must then ask:

Does it possess durable monetary properties capable of supporting long-term
demand?

For Ethereum:

Does growth in the programmable network create durable economic demand and
value capture for Ether?

For Solana:

Can the network convert performance, adoption and ecosystem growth into resilient
security, decentralisation and value for its native asset?

Each asset requires its own thesis.

Each thesis requires its own evidence.

Each allocation must return to Question Zero.

This creates the complete CCI pathway:

The Investment Framework establishes the universal CCl method.

The Digital Assets Foundation translates that method into the asset class.
The Deep Dive applies it to a specific digital asset.

The CCI Decision Framework determines whether that asset deserves a place within
the portfolio.

You are now ready to begin individual digital-asset research.
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BITCOIN

ETHEREUM

SOLANA

FUTURE DIGITAL-ASSET DEEP DIVES

Selected Foundational References

. Bitcoin: A Peer-to-Peer Electronic Cash System

Ethereum: Technical Introduction

o Ethereum: Introduction to Smart Contracts
. Ethereum: Proof of Stake

. Investor.gov: Crypto-Asset Custody Basics

. CFTC: Understand the Risks of Virtual Currency Trading
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https://bitcoin.org/bitcoin.pdf?1=1
https://ethereum.org/developers/docs/intro-to-ethereum/
https://ethereum.org/developers/docs/smart-contracts/
https://ethereum.org/developers/docs/consensus-mechanisms/pos/
https://www.investor.gov/introduction-investing/general-resources/news-alerts/alerts-bulletins/investor-bulletins/crypto-asset-custody-basics-retail-investors-investor-bulletin-0
https://www.cftc.gov/LearnAndProtect/AdvisoriesAndArticles/understand_risks_of_virtual_currency.html

Educational Disclaimer

This document has been prepared by Capital Cycle Intelligence for general educational
and informational purposes only.

It does not constitute personal financial advice, investment advice, legal advice, tax
advice, a recommendation, an offer or a solicitation to buy, sell, hold or use any digital
asset, security, financial product, protocol, exchange or custody service.

The material reflects a general investment framework and does not take into account your
individual objectives, financial circumstances, needs, knowledge, experience or tolerance
for risk. Before making an investment decision, you should conduct your own research and
consider seeking advice from appropriately qualified financial, legal and tax professionals.

Digital assets are highly speculative and can experience extreme volatility, illiquidity and
permanent loss. You may lose some or all of the capital invested. Digital assets can also
involve technological, custody, cybersecurity, smart-contract, counterparty, market-
structure, governance, operational and regulatory risks that may not exist—or may operate
differently—in traditional asset classes.

Past performance is not a reliable indicator of future results. Historical relationships,
market cycles, network activity and analytical frameworks may not repeat and cannot
guarantee any particular outcome.

Regulatory and tax treatment varies among assets and jurisdictions and may change
without notice.

Although reasonable care has been taken in preparing this material, Capital Cycle
Intelligence does not guarantee that all information, interpretations or conclusions are
complete, accurate or current. Digital-asset networks, markets and technologies can
change rapidly.

Any examples referred to are provided solely to illustrate the concepts discussed. They
should not be interpreted as investment recommendations or indications that any digital
asset will produce a particular result.

You remain responsible for your own investment and custody decisions.
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