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Introduction

Since its inception in 2009 by Satoshi Nakamoto, Bitcoin has been a utility that has
attracted anarchists, cypherpunks, libertarians, and more recently, traditional
investors. At the end of 2017, during the “gold rush’ of cryptocurrencies, we saw a
huge increase in retail investors taking speculative positions on the dominant
cryptocurrencies. This was fuelled mostly by the unregulated ICO boom which led
to the formation of thousands of new cryptocurrencies. On the flip side, the story

of 2018 has been a downtrend with most of the hype cooling off.

O

Bitcoin Ethereum Bitcoin Cash Litecoin
(BTC) (ETH) (BCH) (LTC)

As digital currencies struggle to find their long-term value and use cases, people
continue to debate whether they are a currency, store a value, or even a scam.
Speculation and volatility tend to attract a wide variety of participants such as
early adopters, institutional investors, and retail investors. It is important to
remember that we participate in a nascent industry, and that the long-term

value for cryptocurrencies remains as strong as ever.

As we will outline in our inaugural "Year in Review" there have been

advancements in technology and regulation, new entrants, and greater adoption
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in blockchain technologies and cryptocurrencies despite the significant price
corrections. Canadian companies have been hard at work pushing the industry

forward.

The story of bitcoin and cryptocurrencies continues to be written. With this annual
guide our goal is to help enthusiasts, hobbyists and investors navigate the
Canadian landscape of the cryptocurrency world to be better informed and

make decisions that suit their investment strategies.
In this review we look at some of the events that have continued to shape this
industry in Canada and we have made sure to highlight what the people involved

have to say.

Welcome to the world of Canadian crypto.
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u
Crypto Winter:

Cryptocurrency prices drop
85% from January to
December 2018

Bitcoin started the year off at a
price of approximately $15,000 USD,
slightly down from all time highs
reached in late December 2017. As
the main and dominant
cryptocurrency, it's rise or fall
would not only have a strong
impact on prices and volumes of

other cryptocurrencies, but overall
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confidence in the industry. Unfortunately, a lot of the euphoria and excitement in
the air that was prevalent in 2017 did not carry over to 2018, as we saw a dramatic
market correction in all major cryptocurrencies losing around $500 billion in
market cap from the beginning of the year. It is clear that the market got ahead
of itself and the bubble that was created from a retail buying mania had burst. At
the time everyone’s brother-in-law, cousin and Uber driver was talking about
buying Bitcoin. You can look at Amara’s law where we tend to overestimate the
effect of a technology in the short run, and under estimate the effect in the long

run,

As at December 20, 2018:
e BTC down 70% YTD e XLMdown 72% YTD
e ETH down 83% YTD e EOS down 69% YTD

e BCH down 85% YTD

Total Market Cap of All Cryptocurrencies: Down 78% YTD

“As a crypto trader or investor, you get to experience both raging bull markets
and painful bear markets a year apart. A decade worth of market experience in a
year. Same for managers of crypto firms. A decade of experience in a year. Silver

lining of hyper volatility” Ari Paul, CIO, Managing Partner, Block Tower Capital
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Four factors that have led to the digital currency price, volume and market cap

declines:

1) Uncertainty in global markets

The macroeconomic trends of 2018 such as the ongoing trade dispute
between U.S. and Chinag, stock market losses and forecasted economic
slowdowns, have contributed to the transition from risk-on to risk-off in the

emerging markets and asset classes such as digital currencies.

2) Uncertain regulatory and compliance guidance

Many anticipated 2018 to be the year of regulation within the
cryptocurrency industry. While many steps were taken, there is still a long
way to go before there is a unified understanding on how cryptocurrency
will be identified, regulated, and which governing bodies in each
jurisdiction will be tasked with enforcing regulations. The uncertainty has
caused speculation in some instances, and has also deterred investment

into the asset class.

3) Decline in ICO funding and lack of traction and outcomes with ICO projects

According to ICOdata, global ICO projects have raised a total of $7.5 billion
dollars USD in 2018 and have declined dramatically since the highin
January 2018. Many cryptocurrency projects have also run into problems

post-ICO. Recently, Bitcoinist reported that 70 percent of all ICOs are
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underwater in 2018 and that many of them have sold almost as much as
they raised during their crowd sales. With the high failure rate of these ICO
projects and price declines of the tokens, it has placed downward pressure

on many of the popular cryptocurrencies during this liquidation phase.

4) Bitcoin Cash hard fork

On August 1, 2017, Bitcoin Cash (BCH) emerged after hard forking from
Bitcoin’s (BTC) original blockchain. Twice a year, the BCH network performs
hard forks as part of scheduled protocol upgrades. The latest hard fork,
scheduled for Nov. 15, was disrupted by a competing proposal that was not
compatible with the original roadmap. As a result, BCH community was

split into three fractions: Bitcoin ABC, Bitcoin Unlimited, and Bitcoin SV.

On November 15, miners backing both implementations started the fork
process. As a result, at approximately 1:00 pm EST the first ABC block was
mined by the mining pool Bitcoin.com at block height 556767. Several
minutes later, at 1:22 pm EST, SV miners processed block 556767 on a
separate chain. Thus, the BCH blockchain was split into two blockchains,
BCH ABC and BCH SV respectively. Due to the uncertainty in the way the
fork would sway, we saw a large percentage decline in the currency which

put downward pressure on the entire cryptocurrency marketplace.
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Outlook for 2019
Despite the decline experienced by cryptocurrencies, it is important to highlight
the price movement in BTC over a two-year period. In that timeframe, BTC went
from approximately $965 to approximately $3,900 on December 31, 2018,
representing a 333% gain over that period.
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It is important to take a long-term view with digital assets. Given the downturn in
price over the past year, we see significant opportunity for prices to appreciate in
the next 3-5 years. For investors that are looking for exposure to the digital assets
and its value appreciation, 2019 will provide opportunities for this. Always use a risk
managed approach to your strategies and never invest or trade with money you

can’t afford to lose.
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_
Blockgeeks Continues to

Promote Education,
Announces Partnership with
Steve Wozniak

Blockgeeks

Blockgeeks, founded in 2016, is a Canadian company providing an

online platform for individuals to learn about blockchain technologies from some
of the industries brightest minds. They have 30+ courses and an interactive
learning portal designed to help developers and business executives get up to
speed on the industries newest technologies. Additionally, the company provides

smart contract and white paper audits.
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Led by Ameer Rosic, Blockgeeks announced a new partnership with Steve
Wozniak’'s Woz U, with the simple objective of providing students a career path in
blockchain technology. The partnership is a reflection of the world-class
education system developed by Blockgeeks and is a sign of Canada’s presence

as a leader within the industry.

important for individuals to have access to education

rams to learn about, develop, and operate

g¥ckchain-based technologies. BlockGeeks provides Woz
U students access to Ethereum-based courses, which is a
tremendous resource for individuals seeking to gain a

stronger understanding of blockchain.O

- Vitalik Buterin - founder of Ethereum

ckGeeks, with its innovative approach to education, is
ely qualibed to train on blockchain concepts,
itecture and application. We are excited to be
working with such a talented team, and to bring

blockchain career training to Woz U.O

- Steve Wozniak - co-founder of Apple and Woz U
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H
Government of Canada

Maintains its Progressive
Approach to Cryptocurrency

Canadian regulators have a track-record of acting fast on cryptocurrencies; in
2014, the Parliament of Canada passed the world's first national law on digital
currencies (Bill C-31). Canada’s Government was active again this year, with

certain achievements:
e The Canadian Securities Administrators (*CSA”) approved three
cryptocurrency investment fund managers: Majestic Asset Management

LLC, Rivemont Investments Inc, and 3iQ Corp.

e Coordinated through the North American Securities Administrators

Association (‘NASAA”), Canada participated with American regulators to
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launch “OperationCryptosweep’. The initiative produced approximately 70
inquiries and investigations, with pending or completed actions being

taken in over half.

e Published an official draft of new regulations on cryptocurrency exchanges
and payment processors in which these businesses will be regulated as
Money Services Businesses (‘“MSBs”). MSBs are regulated by FINTRAC and

must be compliant with stringent KYC/AML policies/procedures.

e The CSA provided additional guidance to both Canadian businesses and
investors on the application of securities law to cryptocurrencies and token

offerings.

e OSC Launchpad continues to engage cryptocurrency and blockchain
companies, in an effort to help navigate the regulatory landscape and

ensure investor protection and market confidence.

"We have worked diligently to provide a pure, low-cost, secure method for both
accredited and institutional investors to assume a core position in this new and
expanding asset class. Although an exempt market product, we at 3iQ are excited
to offer this product with our partners and to bring a diversified basket of leading
digital assets to institutions and qualified investors’, notes 3iQ Chief Executive

Officer Frederick Pye.
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_
Mixed Messages from the

Canadian Banking Sector

‘ v E o | ) )
AV LLMIRY

During the crypto craze of 2017, Canadian banks took stances on cryptocurrency
in an effort to protect their customers from the unknown and unregulated new

asset class. Banks were rejecting users from making credit card and debit card
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purchases of digital currency, as well as freezing customer accounts who were
receiving money from exchanges. This was met with frustration by
cryptocurrency investors, but since the industry was fraught with scams during
the pandemonium, banks had little choice but to do so. The 2018 slowdown
created an opportunity for banks to reset their stances. Naomely, we saw
Coinsquare secure an official relationship with a big 5 Canadian bank, the first of
it's kind in Canada. Other crypto companies such as Shakepay, LEDN, and Bitbuy
announced partnerships with Schedule 1 Canadian banks in 2018, showing that

progress was being made.

One outlier was of course the ongoing dispute between CIBC and QuadrigaCX
with the bank holding over $28M of funds associated with operations. The hold
put immense pressure on QuadrigaCX's ability to operate and process cash
withdrawals for their customers in 2018. The two parties ended up going to court

and ultimately a judge ruled that the funds could be returned to QuadrigaCxX.
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_
Women in Leadership

positions within the
Blockchain industry
continues to grow

. - LONG
Blockchain Startup Gender Divide HASH
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The cryptocurrency and blockchain industry have been negatively stereotyped
as a male dominant industry. It is an industry that sees over 80% of males in the
industry and over 95% of males in leadership positions. We have, however, seen
top leaders in the space join who are women and we think as the space

continues to grow and mature that this trend will only increase.

Pam Draper, a financial executive whose extensive experience in the capital
markets industry and who spent 14 years in investment and corporate banking at
top tier Canadian banks, was appointed to President and CEO of Bitvo, an
international cryptocurrency exchange tailoring their services to institutional and

professional investors. Under her leadership she has been able to grow into a

premier Canadian exchange player since their launch in early August of 2018.

\

Nile 2018 has been a challenging one for many crypto

rs, we are encouraged by the progress the industry
made as a whole, particularly with respect to
increased utility and adoption of cryptocurrencies
globally. Additionally, we hope that service providers such
as Bitvo, who hold themselves to a higher standard of
security and customer service, will help further legitimize
the industry by discouraging bad actors and providing

customers with a platform in which they can trust to
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transact. Given this increased trust and adoption as well
as potential developments in the ETF and futures markets
for cryptocurrencies, we are optimistic as we look ahead

into 2019.0

- Pam Draper - President and CEO of Bitvo

Elena Sinelnikova of Cryptochicks.ca, who started her non-profit organization

within the blockchain industry, continues to grow their community. Her mission is

to grow the economic, professional and leadership potential of women in

blockchain and Al technologies through education, mentorship, business and

diverse employment opportunities.

\

ockchain technology is still in its baby stage with a long

| ahead. 2018 was a Year of the Hype. Looking

ard to year 2019 - Year of the Build. Lots of
companies are in the process of building a foundation for
this technology. CryptoChicks are building a very
important piece of it - women and kids education.

Foundation for the future.O

- Elena Sinelnikova - Cryptochicks.ca
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Elena Yunusov joined Shyft Networks in April of 2018, a leading blockchain-based
ecosystem that allows for secure and private sharing of data. As SVP of Marketing,
her focus is to grow the brand and marketing initiatives at Shyft. Prior to joining
Shyft, Elena also served as managing editor for contributing reporter with NewCo
Shift and senior editor with BetaKit. Elena is also a Founder of Crypto Camp,

Toronto’s first blockchain unconference (100% volunteer led).

\

s a founder of CryptoCamp, and a marketer at Shyft
ork, I'm impressed with the range of projects and
tocols companies in Toronto and elsewhere have been
quietly working away on, and | look forward to many,
many launches slotted for 2019. While ICOs and crypto
losses took most of the headlines, there's been incredible
progress on the tech side, and we will see it come online

in 2019.0

- Elena Yunusov - Founder of Crypto Camp

We have also seen a focus among professionals to build networks that aim to
educate and provide a bridge between cryptocurrency and traditional markets.

Opening their office in Toronto this year, the Digital Finance Institute (DFI) is a think
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tank created for the next generation of financial services, including Fintech,
Artificial Intelligence and Blockchain. Bitbuy was nominated for Blockchain
Company of the Year at DFI's 4th Annual Canadian Fintech and Al Awards

which took place at the Carlu on November 26th, 2018.
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_
“Institutional Adoption” Has

Arrived

‘Institutional Adoption” is a phrase that has been used by many within the
industry over the past few years. 2018 represented a massive year for institutional
investment into cryptocurrency companies and we even saw traditional

investment firms introducing new verticals.

Fidelity Investments, which manages over $7.2 trillion in client assets, made the

biggest splash, announcing that they will launch Fidelity Digital Asset Services.

“Our goal is to make digitally native assets,

such as bitcoin, more accessible to Fidelily A

investors” Fidelity CEO Abigail Johnson. DIGITAL ASSETS..

Another big step was the announcement that
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Intercontinental Exchange (“ICE”), which owns the New York Stock Exchange, will
launch Bakkt; a new bitcoin futures trading service. Contrary to the Chicago
Board of Options Exchange launched in December 2017, Bakkt will be for physical

settlement of cryptocurrency, not a cash-based settlement.

Venture Capital also entered the market, most notably Andreessen Horowitz
which launched $300MM fund a16z crypto that will invest in cryptocurrency

related companies and protocols.

David Swensen, famously dubbed Yale's “Warren Buffett” has invested the
school's endowment fund into 16z crypto, in addition Paradigm, another

cryptocurrency venture fund.

We look forward to Fidelity Digital Asset

Services and Bakkt coming to market,

and anticipate further adoption and l ; ] e
investment from traditional institutions and

venture capital.
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_
Adoption is growing: 16.5% of
Canadians have purchased
Cryptocurrency

Cryptocurrency education and ownership are increasing amongst Canadians.
The Bank of Canada conducted a survey in late 2016 and then again in late 2017,
and identified, that the level of awareness of Bitcoin increased from 64% in 2016, to
85% in 2017. Additionally, ownership of Bitcoin increased from 2.9% to 5%. 2018 data
has not yet been released by the Bank of Canada, however Finder.com released a

study in October 2018 that measured similar metrics.
Among the findings in the Finder.com study, was that an estimated 4.8 million

Canadians had purchased some cryptocurrency at some point in their lifetime.

That represents approximately 16.5% of the overall population. Although the two
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studies used different methods, it would represent more than a 3x increase from

2017 to 2018, despite the move towards a bear market.

Interestingly, approximately half of Bitcoin owners in Canada were regularly using

Bitcoin for purchases or sending money to other people.

It appears that Canadians believe in patience, and while this nascent industry
continues to find its true value. Bitcoin backed loans are a potential trend for 2019,
while Canadians hold onto their digital assets, but need access to funds to cover
day to day expenses. LEDN, launched in late 2018, is an early Canadian entrant to

the Bitcoin loans market.
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|
Bitbuy Affirms Position

Among Top Canadian
Platforms

Canadian digital currency platform Bitbuy doubled down this year, and saw
tremendous growth in 2019. The platform re-branded with a new logo, clean and
simple interface and new features including a competitive fee model, advanced

quoting and charting capabilities.

“We identified major customer service problems in the digital currency market
place and have rebooted the company to address this. We're doing this by
optimizing our online customer service portal and by staffing up our customer
service team. Our goal is to be the fastest growing digital currency platform in

Canada by the end of 2018,” says Jordan Anderson, VP of Marketing & Sales.
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“Our customers have shown a strong interest to learn more about how digital
currencies work, and Canadians in general need to better understand why these

technologies are so disruptive,” says Adam Goldman, Co-founder.

“The market opportunity is tremendous and we are forecasting double digit
adoption for the next several years. Bitbuy.ca is poised to take advantage of that
growth and to provide Canadians with a convenient, dependable and secure

option to buy and sell digital currencies.”
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|
Coinsquare raises an

additional $30M CAD,
launches advanced trading
platform & expands to Europe

Coinsquare, a Canadian digital currency platform and cryptocurrency services
company, closed an equity financing in February for gross proceeds of
approximately $30 million, creating a valuation increase from $30 million to $430

million.
"We have seen tremendous investor confidence in the Coinsquare business

model, having raised a total of $47.3 million in just over four months — notable for

this industry,” says Cole Diamond, CEO of Coinsquare.”
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More recently, Coinsquare announced it has launched across 25 countries
simultaneously in the European Union, allowing European customers to have

access to Coinsquare’s full range of cryptocurrencies and products.

“We decided to begin with Europe given the size of the opportunity and our ability
to offer something unique to that market,” said Cole Diamond, CEO of Coinsquare.
“Europe is a rapidly-growing cryptocurrency market and the cryptocurrency

community there is excited to have an option that puts security, compliance, and

risk management at the forefront of its offering.”
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_
Early-Stage Entrants Get

Strategically Acquired

Despite the cryptocurrency market experiencing a freefall for most of 2018, the
overall sentiment in the long-term of cryptocurrencies remained positive, we
have seen many new entrants come into the market to build the blockchain and
cryptocurrency ecosystem. Weak markets are ripe for consolidation and M&A

activity.

CBIX.ca, the original Canadian bitcoin index, is a valuable resource that tracks
the most accurate price of bitcoin in Canadian dollars across leading exchanges.
The index answers the question “What is the price of bitcoin in Canadian dollars?”
which varies against other international exchanges due to volatility and the
unregulated nature of the market.

“We saw an opportunity to acquire a valuable resource for Canadians. Bitbuy is

prepared to invest and grow CBIX, to ensure Canadians have the tools needed to

Page 28 of 37



help them navigate Bitcoin markets here in Canada” says Chris Swick, Director of

Product.

BlockEQ, o company that was founded in March 2018 with a sole focus to create a
non-custodial wallet that allows crypto users to store XLM and other tokens that
run on the Stellar Network saw adoption in their platform and continued to grow
their community. In December 2018, Coinsquare, the crypto exchange that has
been nicknamed the “Coinbase of Canada,” acquired BlockEQ for $12m CAD as it
seeks to expand its offerings beyond cryptocurrency trading. With this acquisition,
Coinsquare gains a foothold in the Stellar ecosystem, a foundation which it plans
to leverage to “provide new products and services using the Stellar Network.” “We
have enormous respect for what the BlockEQ team brings to Coinsquare,” said

Cole Diamond, CEO of Coinsquare.

Blockchain Markets Inc. has developed proprietary technology, including a low
latency order matching engine, liquidity remarketer, and digital-asset custody
solution. In addition to custom development, the company provides advisory
services for companies looking to utilize blockchain technology, or develop
software within the financial sector. “The acquisition of Blockchain Markets
reflects its strong and experienced technology team, coupled with its proprietary
technology. Blockchain Markets will enable Bitbuy to provide an enhanced user
experience with advanced features”, said CTO of Bitbuy Chris Ragobeer. First
Ledger Corporation saw the unique opportunity to acquire its technology and
assets to incorporate into their portfolio of companies to attract sophisticated

and mature traders.
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11,

Canadian Blockchain jobs on
therise

2018 saw many new jobs be created in the industry. Some of the new roles that

are popular and recruiters are looking for have been:

Blockchain developer using Solidity,

HyperLedger or other blockchain based I I
systems
hdae C

e Blockchain Researchers to optimize l |
and improve on existing blockchain
infrastructure

e Blockchain Core developers to build

coins for ICOs ‘

e Blockchain marketers and and social

media strategists uRadpPOdUOUVA -BédI
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e Developers to build out HFT and Low Latency trading platforms and
exchanges

e Customer Service representatives to provide exceptional customer service
to customers

e Security Architects

e Fraud Specidalists

Due to the new industry and in demand skills, salary ranges for these in~demand

jobs, according to Indeed.com, they can vary from $80,000.00 - $200,000.00 CAD.

Top employers in the space have been:
e Consensys
e MLG Blockchain
e Coinsquare

e Aion Network.

We will only see these types of jobs continue to grow and build the industry.
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Running the Numbers

5.7% - Bitcoin Ownership % in BC, leading the way in Canada.

12 - Crypto Unicorns - above $1B market cap

56.2% - Increase in Bitcoin Hashrate as of Sept.30/18

63% - increase in worldwide crypto users in 2018

75% - Bitmain market share in global market for mining equipment

83% - Bitcoin Awareness in Canada for Population Aged 55+

342 - Number of Cryptocurrency companies dissolved in the UK during 2018
420 - Percentage Increase in Bitcoin price from Dec. 20 2016 - Dec. 20 2018

466 - Number of Crypto Funds worldwide

1,658 - current number of cryptocurrencies in circulation

4,000 - Number of Bitcoin ATM machines operating in 2018

136,045 - Number of Bitcoin Transacted on Canadian Exchanges last 6 months
(cBIX)

$136MM USD - Amount of money lost by Mike Novogratz cryptocurrency merchant
bank Galaxy Digital through first 9 months of 2018

460M - number of wallet addresses on the bitcoin blockchain, of which 172M are
economically relevant, and 25M are associated with private wallets holding

bitcoin
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Canadian Companies in Blockchain Index 2018

Exchanges Education
Coinsquare Blockgeeks
QuadrigaCX CryptoChicks
Bitbuy Pro MyCryptoHippo
NDAX

Coinsmart Blockchain/Crypto
Einstein Exchange CryptoKitties
Coinfield Aion Network

Bitvo Polymath

Horizon Blockchain Games

Decentralized Exchanges DMG

Lake Project Galaxy Digital
LEDN

Trading Platforms/Apps Koi Loyalty

Coinberry

MyBtC Mining

Newton HIVE

Shakepay Hut 8

Bitbuy Basic

Decentral oTC
Netcoins
Bitbuy OTC

Coinsquare OTC
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Predictions for 2019

Stablecoins to grow in market share

Many investors are looking for alternative cryptocurrencies that don't have
the type of volatility that the major cryptocurrencies have

Stablecoins will establish themselves as legitimate means of transferring
value

Facebooks rumoured Stablecoin will likely be announced and launch by

the end of 2019.

Crypto market recovery for industry leading projects

Crypto market has shown signs of capitulation with dramatic falls in prices.
Although not guaranteed, could see a reversal in the latter part of 2019
Projects that could not deliver on their promises will continue to shutdown

as their business viability and sustainability come into question

Government investment to increase

2018 has seen the government on the sidelines related to blockchain and
cryptocurrency investment

As the industry stabilizes and grows and stable companies with proven
business models arise, we will see additional contribution from federall

governments.

Increased consolidation and M&A activity
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e First Ledger Corp and Coinsquare have led the M&A activity for 2018 and
are actively looking for projects and businesses that show promise to the
blockchain ecosystem. We see this as an ongoing trend in 2019 as the
blockchain industry grows.

e Underfunded companies with good assets will be forced to sell due to

market downturn

Job increases in blockchain space
e Improvement in existing blockchain projects and new use cases for
blockchain and cryptocurrencies will arise
e Existing labour market will have to retool and learn new blockchain

concepts

Regulatory clarity and laws introduced
e Regulators will continue to evaluate ICOs and take action against those
that have misled investors, or committed fraud
e Greater focus on Exchange Platforms, ensuring that customer funds are
not misappropriated and customer balances are properly maintained in
segregated accounts
e Cryptocurrency based Exchange Traded Funds will be approved in Canada

and the United States.
STOs and Tokenization of Assets

e STOs are looked at as legally binding contracts that entitle investors to a

share in the company
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e 2018 saw a rise of STOs (Security Token Offerings) and the Tokenization of
Assets. For example in October of 2018, a 30 million dollar Manhattan
condominium building was tokenized on the Ethereum blockchain

e We are predicting that STOs are going to continue to rise in 2019 with more

and more assets being tokenized on the blockchain.

Disclaimer: This white paper should not be taken as, and is not intended to provide, investment

advice. Please conduct your own thorough research before investing in any cryptocurrency.
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