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Executive Summary

There are multiple reasons to believe that Binance is substantially inflating its trading volume

Report Findings:

Building upon research recently released by Bitwise Asset Management, we have uncovered considerable evidence that Binance
may be inflating its trading volume. Our findings fall into three major buckets (below), and this report will overview both our
methodology and findings that support this claim.

1. Binance Coin’s (BNB) spot volume routinely surpasses that of Bitcoin.
2. Tokens that undergo an Initial Coin Offering on Binance’s ‘Launchpad’ have highly questionable spot volume relative to Bitcoin.

3. Binance’s normalized trading volume distribution supports the hypothesis that it is inflating its trading volume.

Individually, each finding above might* be explainable. Together, we believe these findings corroborate each other. At this time, we
do not have enough evidence to be certain, but given our prior coverage of BNB we wanted to share our concerns.

Questions? We are reachable at BearMarketValuations@gmail.com.

* For small instances of time; the ongoing nature of each finding makes it highly unlikely this is an organic and market-driven occurrence.
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Finding 1:

BNDB’s spot volume i1s far higher than that of more established assets (Gold, Bitcoin, Litecoin).
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BNB Spot Volume Assessment

To benchmark BNB’s spot volume, we used two methodologies

BNB Volume Analysis

/\

A. Spot Volume Benchmarking B. Daily Turnover Benchmarking
A simple sanity check of Binance Coin’s volume against the Expanding the Bitwise analysis? to create a credible benchmark for
Bitwise Bitcoin Volume index?.

A. Spot Volume Benchmarking
BNB's spot volume is higher than the best known cryptocurrency asset (Bitcoin)

B. Benchmarking Daily Turnover
Relative to Market Capitalization, BNB's spot volume appears highly inflated

Asset Mar,kﬂ, Spot Volume Daily Turnover Source
Capitalization

BNB's spot volume based on market capitalization.
Csmma,ma > Mt z - =] =

s69.367078

Gold ~$6.7T $37B 0.55% Bitwise Report'

Bitcoin ~$70B

$270M 0.39% Bitwise Report!
s 24h Volume

Litecoin ~$3.6B $10M 0.28% BMV Internal Analysis®

BNB ~32.2B 893M < 4.14% ) BMV Internal Analysis?

QASH ~852M

$86471,916 SUM 24H Volumd, ~$168M
aTFINEX? snasens P

$155K 0.30% BMV Internal Analysis®
l Binance is reporting BNB’s spot volume (on Binance alone) as 1.35x that of the entire Bitcoin spot market. I

I BNB’s daily turnover is 10.62x that of Bitcoin and 14.8x that of Litecoin, making it an extremely irregular outlier. I
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1 https://www.bitcointradevolume.com/ | 2 Source: Bitwise Asset Management: ‘Analysis of Real Bitcoin Trade Volume (Slide 52)
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A. Spot Volume Benchmarking

BNB’s spot volume on Binance is higher than the entire Bitcoin spot market

Bitcoin Market Volume? BNB Reported Trading Volume?
451 Trading Pairs 150 Coins Y Displa
$124,418,413 ’ ”
3 0 Bitcoin BTC/USDT $3,991.07 $68,506,636 893%
4 ‘ Ravencoin RVN/BTC $0.056783 $50,958,957 6.64%
5 Q Ethereum ETH/USDT $136.01 $27,037,693 3.52%
$69,367,o78 6 £¥ Cardano $0.061493 $25,493,721 3.32%
coinbase $13,270,799 24h Volume
$86,471,916 SUM 24H Volume<' ~$168M )
4
BITFINEX# $11,223,625 $81,055,845
I Binance is reporting BNB’s spot volume (on Binance alone) as 1.35x that of the entire Bitcoin spot market. I

L https://www.bitcointradevolume.com/ | 2 Coingecko.com, data pulled March 24%, 2019 at 17:00 EST
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B. Benchmarking Daily Turnover
Relative to Market Capitalization, BNB’s spot volume appears highly inflated

Asset I\./Iar.ket. Spot Volume Daily Turnover Source
Capitalization

Gold ~$6.7T $37B 0.55% Bitwise Report!
Bitcoin ~$70B $270M 0.39% Bitwise Report!
Litecoin ~$3.6B $10M 0.28% BMV Internal Analysis?
BNB ~$2.2B $93M < 4.14% ) BMV Internal Analysis?
I BNB'’s daily turnover is 10.62x that of Bitcoin and 14.8x that of Litecoin, making it an extremely irregular outlier. I

1 Source: Bitwise Asset Management: ‘Analysis of Real Bitcoin Trade Volume (Slide 52) | 2 Internal Analysis between March 18, 2019 and March 25, 2019
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Finding 2:
Initial Coin Offerings (ICOs) held on the Binance Launchpad are reported (by Binance) at
unrealistic spot trading levels relative to the entire Bitcoin spot trading market.
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Three Binance Launchpad Case Studies

ICOs launched on Binance exhibit highly irregular trading volume relative to established assets

/A\ (3)
BitTorrent U

~$190M  422% 22%
(ICO Spot Volume?) : (ICO Daily Turnover?) (Daily Turnover)

Fetch.Al
FEV4
e ~$150M 470% = 104%
H (ICO Spot Volumel) | (ICO Daily Turnover?) (Daily Turnover)

Celer Network

== $209M  425%  425%

: (ICO Spot Volumel) | (ICO Daily Turnover?) (Daily Turnover?)

Case Study Findings

®

Binance ICOs are reporting volume
on par with the entire Bitcoin spot
market (Example: See Page 10).

Relative to Bitcoin (0.39%) and
Litecoin (0.28%), the daily turnover
during Binance ICOs seems
extremely unlikely (up to 1,200x
BTC'’s daily turnover).

©

Reported daily turnover for Binance
ICOs does not approach ‘normal’
levels (those of established assets -
slide 7) over time.

1 Coingecko.com; Initial 24H of trading | BTT ICO Market Cap = $44M | Fetch.Al ICO Market Cap = $39M | Celer Network ICO Market Cap = $49M | 2 No change as ICO occurred on report publication date
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Deep Dive: Celer Network ICO

Metrics reported by Binance from the Celer Network ICO appear to be highly inflated

Bitcoin Market Volumel? Search Interest3

(Bitcoin vs. Celer Network)
$232,510,676
o Colr e o Ben -+ Addcomparison
77777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777 United States ¥ Past 12 months ¥ All categories ¥ Web Search ¥

Celer Network Reported Trading Volume?

Interest over time oo
Total 24H Vqume.<~$202M )
Celer Network Volume by Exchange =
' Display Unconverted Data \\\/\'\/\»—\_/\—\/\.\\M\

0 Binance CELR/BTC $0.02451045

|4

$109,953,554 52.14%

v CELR/USDT $0.02448550 $81,232,155 38.52%

To have such high trading volume relative to Bitcoin, we would
—— expect to see search interest for Celer Network.

O3 Binance CELR/BNB $0.02457442 $10,740,441

we find this to be highly unlikely given its negligible search interest on Google Trends relative to Bitcoin.

L https://www.bitcointradevolume.com/ | 2 Coingecko.com, Data pulled March 25", 2019 at 14:30 EST | Source: Google Trends (March 251, 2019); Other Coverage Here
Published: 3/25/2019

I Binance is reporting Celer Network spot volume to be 86% of the entire Bitcoin spot market on its first day of trading; I
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Finding 3:

Binance has an unusual distribution of normalized trading volume relative to other exchanges.
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Normalized Distribution of Exchange Trading Volume

The majority of exchanges share similar normalized volume characteristics

Normalized Volume by Count

nbase Pro
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Bitstamp

While all exchanges have similar right-skewed distributions, Binance’s volume distribution stands out.

Source: BMV Internal Analysis, Normalized Prior Year Exchange Trading Volume

Published: 3/25/2019
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Normalized Distribution of Exchange Trading Volume

Binance’s normalized volume distribution raises questions

Analysis:

Compared to the rightward-skew of the other exchanges,
Binance exhibits a relatively more normal distribution. In
isolation, this would not raise any concerns, however:

(1) The conformity of the other exchange distributions makes
Binance’s deviation appear unlikely.

(2) The declining volume over the last year supports a right-
skewed distribution (which would indicate declining
volume).

Given the other evidence, we believe Binance’s volume
distribution supports the conclusion that Binance is
inflating its trading volume.

Note: Despite other potential explanatory factors for this
distribution (relative size, etc.), we find this quite suspicious in
combination with our earlier findings.

Source: BMV Internal Analysis, Normalized Prior Year Exchange Trading Volume
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Conclusion:
While we cannot be certain that Binance is inflating its reported trading volume, we believe it 1s
highly likely given the findings shared in this report.

We agree with the Bitwise conclusion that trading volume inflation 1s likely motivated by listing
fees. This is corroborated by Binance’s to its ‘Launchpad’ access.
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Bear Market Valuations | Disclaimer

THIS REPORT IS NOT FINANCIAL ADVICE AND IS NOT INTENDED FOR DISTRIBUTION. AUTHORS MAY OWN POSITIONS IN UNDERLYING ASSETS DISCUSSED.

The statements, opinions and analyses presented in this report (collectively, “Information”) are for informational purposes only. Any opinions or probabilities expressed in this report are those
of the author as of the report date and are subject to change without notice. Bear Market Valuations (“BMV”) makes no guarantee as to the completeness or accuracy of the Information, nor
can it accept any responsibility for any errors in the report. Other events that were not taken into account may occur, and any opinions or probabilities should not be construed to be indicative
of the actual events that may occur.

The Information contained herein is not an offer to sell or the solicitation of an offer to buy any securities, coins, or tokens. Nothing contained herein is intended to be investment advice, nor is
it to be relied upon in making any investment or other decision. BMV is not a registered broker-dealer or registered investment adviser. Prior to making any investment decision, you are
advised to consult with your broker, investment adviser, or other appropriate tax or financial professional to determine the suitability of any investment. Different types of investments involve
varying degrees of risk, and there can be no assurance that the future performance of any specific investment will be profitable or equal any historical performance level(s).

Neither BMV, any of its affiliates, nor each of their respective officers, directors, members, agents, representatives, employees, or contractors (collectively, “BMV Parties”), are liable for
investment decisions based upon, or the results obtained from, the Information provided. BMV Parties or their clients may at times own positions in the companies described in these reports.
You assume all risks of loss resulting, directly or indirectly, from the use of the Information contained in this report. By accepting receipt of this report, you agree to hold harmless the BMV
Parties from any and all claims, actions, damages, losses, liabilities, costs and expenses of any kind whatsoever, including any claims of negligence, arising out of, resulting from, by reason
of, or in connection with the use of the Information contained in this report.

LT LTS ” ”

This report contains certain “forward-looking statements,” which may be identified by the use of such words as “believe,” “expect,” “anticipate,” “should,” “planned,” “estimated,” “potential” and
other similar terms. Examples of forward-looking statements include estimates with respect to financial condition, market developments, and the success or lack of success of particular
investments (and may include such words as “crash” or “collapse”). All are subject to various factors, including general and local economic conditions, changing levels of competition within
certain industries and markets, changes in interest rates, changes in legislation or regulation, and other economic, competitive, governmental, regulatory and technological factors that could
cause actual results to differ materially from projected results.

Comparable companies, strategies, portfolios and indices may be included in this report only as a context reflecting general market results during the depicted period or as of the specified
date.

The comparison of any company, strategy, portfolio or index to a single other portfolio may be inappropriate because the portfolio’s assets, strategies and level of risk may vary materially
from the comparable company, strategy, portfolio or index as a whole.

This report is provided to you on a confidential basis and is intended solely for the use of the person to whom it is provided. It may not be maodified, reproduced or redistributed in whole or in
part without the prior written consent of BMV.
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