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Perpetual swaps: A never ending story....

What are perpetual swaps?

Financial derivatives are designed to track the price of an underlying asset for example Bitcoin or Ethereum. Vanilla futures contracts
have an expiry date. This fixed expiration is what causes the future to track the price of the underlying asset. However, Futures can
trade at a discount or a premium. Any difference will converge towards zero as they will settle against the underlying spot price at
expiration. The price difference tends towards zero as the time to expiration shortens accordingly.

Perpetual swaps lack this expiry date so they need another mechanism by which market participants are incentivized to keep the
price of their perpetual swaps close to the index price. A funding mechanism ensures that a payment is made from one side of the
trade (long or short) to the other. When the price of the perpetual swap is lower than the underlying (index), Longs are paid by
shorts. This is also known as negative funding, which has the effect of discouraging new short positions and encouraging long
positions until the price gets closer to the index again. When the price of the perpetual swap is higher than the index, shorts are paid
funding by longs. This encourages new short positions so that the swap price converges to the index price again. This is called
positive funding. Generally speaking, the further away the swap price trades from the index price, the larger the funding rate.

Exhibit 1: How Funding Rates work
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Source: MV Index Solutions, Firefly”Primer on Perpetual Swaps”

Perpetual swaps are a popular product amongst traders and investors. Several features makes it an unique product in the crypto space:

. There is no expiry date. Investors can hold it as long as they want, without the need of rolling the contracts.
. The underlying asset itself is never traded, meaning there are no custody issues.

. The swap price closely tracks the price of the underlying asset

. It’s easy to short.
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MVIS Indices underlying perpetual futures

In 2021, crypto derivatives exchange FTX* launched two perpetual futures products licensed on MV Index Solutions (MV1S) Indices:
MVIS Digital Assets 10 Index Perpetual Futures (MVDA10-PERP) and MVIS Digital Assets 25 Index Perpetual Futures (MVDA25-
PERP)2. Every hour, each perpetual contract has a funding payment where longs pay shorts if perpetual is trading at a premium to
the index, and shorts pay longs if trading at a discount to the index. This funding payment isbased on a time-weighted average price
(TWAP)3. This payment is added/deducted to the account's USD balance. FTX supports up to 20x leverage. The MVIS multi-coin
indices, as a perpetual swaps, enable investors to participate in the development of the cryptomarket, without being exposed to a
single token. Investors can chose between a Top 10 or Top 25 marketcap weighted index. Realtime data enable the 24/7 trading of
those baskets.

Exhibit 2: Total Return Performance since Inception, Source: MVIS
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Source: MV Index Solutions.

About MV Index Solutions - www.mvis-indices.com

In 2017, MVIS became the first regulated index provider to launch a series of digital assets indices designed to most accurately track
the performance of the otherwise fragmented global digital assets markets. These indices were the first to meet investment industry
benchmarking standards by providing a public rulebook, industry-wide data distribution, proper identifiers and further standard index
governance requirements. Today, MVIS is regulated under the EU Benchmark regulation directive and is the first index provider
with such regulatory status to offer transparent and industry standard digital asset indices.

1 FTX is a cryptocurrency derivatives exchange that offers futures, leveraged tokens and OTC trading. www.ftx.com

2 MVDAL0-PERP and MVDAZ25-PERP are based on the MVIS CryptoCompare Digital Assets 10 Index (MVDA10) and MVIS CryptoCompare Digital Assets 25
Index (MVDA25). MVDA10 and MVVDA25 are modified market cap-weighted indices which track the performance of the 10 and 25 largest and most liquid digital
assets. To ensure investability, MVIS CryptoCompare indices undergo rigorous liquidity screenings..

3TWAP = ( (Future - Index ) / Index ) / 24
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IMPORTANT DEFINITIONS AND DISCLOSURES

For informational and advertising purposes only.

Copyright © 2022 by MV Index Solutions GmbH (“MVIS”). All rights reserved. MVIS is a registered trademark of Van Eck Associates
Corporation that has been licensed to MV Index Solutions GmbH and BlueStar and BlueStar Indexes are registered trademarks of MV Index
Solutions GmbH. Redistribution, reproduction and/or photocopying in whole or in part are prohibited without written permission. All information
provided by MVIS is impersonal and not tailored to the needs of any person, entity or group of persons. MVIS receives compensation in connection
with licensing its indices to third parties. You require a license from MVIS to launch any product that is linked to an MVIS index to use the index
data for any business purpose and for all use of the MVIS name or name of the MVIS index. Past performance of an index is not a guarantee of
future results.

It is not possible to invest directly in an index. Exposure to an asset class represented by an index is available through investable instruments based
on that index. MVIS does not sponsor, endorse, sell, promote or manage any investment fund or other investment vehicle that is offered by third
parties and that seeks to provide an investment return based on the performance of any index. MVIS makes no assurance that investment products
based on the index will accurately track index performance or provide positive investment returns. MVIS is not an investment advisor, and it makes
no representation regarding the advisability of investing in any such investment fund or other investment vehicle. A decision to invest in any such
investment fund or other investment vehicle should not be made in reliance on any of the statements set forth in this document.

Prospective investors are advised to make an investment in any such fund or other vehicle only after carefully considering the risks associated with
investing in such funds, as detailed in an offering memorandum or similar document that is prepared by or on behalf of the issuer of the investment
fund or other vehicle. Inclusion of a security within an index is not a recommendation by MVIS to buy, sell, or hold such security, nor is it
considered to be investment advice.

These materials have been prepared solely for informational purposes based upon information generally available to the public from sources
believed to be reliable. All information shown prior to the index launch date is simulated performance data created from backtesting ("Simulated
past performance”). Simulated past performance is not actual but hypothetical performance based on the same or fundamentally the same
methodology that was in effect when the index was launched. Simulated past performance may materially differ from the actual performance.
Actual or simulated past performance is no guarantee for future results. No content contained in these materials (including index data, ratings,
credit-related analyses and data, model, software or other application or output therefrom) or any part thereof (Content) may be modified, reverse-
engineered, reproduced or distributed in any form by any means, or stored in a database or retrieval system, without the prior written permission
of MVIS. The Content shall not be used for any unlawful or unauthorized purposes. MVIS and its third-party data providers and licensors
(collectively “MVIS Indices Parties”) do not guarantee the accuracy, completeness, timeliness or availability of the Content. MVIS Indices Parties
are not responsible for any errors or omissions, regardless of the cause, for the results obtained from the use of the Content. THE CONTENT IS
PROVIDED ON AN “AS IS” BASIS. MVIS INDICES PARTIES DISCLAIM ANY AND ALL EXPRESS OR IMPLIED WARRANTIES,
INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE
OR USE, FREEDOM FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT THE CONTENT’S FUNCTIONING WILL BE
UNINTERRUPTED OR THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR HARDWARE CONFIGURATION. In no
event shall MVIS Indices Parties be liable to any party for any direct, indirect, incidental, exemplary, compensatory, punitive, special or
consequential damages, costs, expenses, legal fees, or losses (including, without limitation, lost income or lost profits and opportunity costs) in
connection with any use of the Content even if advised of the possibility of such damages.

MV Index Solutions GmbH

Frankfurt Office New York Office
Kreuznacher Str. 301350 Avenue of the Americas, Fl 4
DE-60486 Frankfurt am Main New York, NY 10019

+49 (69) 4056 695 55 (646) 380 2500
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