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On May 7, 2021, Jeremy Schwartz, Global Head of Research at WisdomTree and regular host of the Behind the Markets
podcast, was joined by Guest Host Corey Hoffstein, Co-Founder and CIO of Newfound Research, to talk to Nikhil
Shamapant (@squishchaos) about a new research paper on Ethereum, speciﬁcally a series of events that he views as a
“Triple-Halving.”
What is “Halving”?
The Guests noted that the cryptocurrency world was introduced to the concept of “‘halving”’ as part of the bitcoin
protocol. It is well known from the bitcoin white paper that there will be a limited supply of 21 million bitcoins. The
mechanics of how this is achieved comes through a consistent reduction in the reward paid to bitcoin miners over time.
At rough intervals of four years, the rewards paid to miners for securing the network with proof-of-work to verify
transactions, the specific reward paid to miners is cut in half. What is “Halving”?
Even though the halving is known well ahead of time, Nikhil noted a belief that there are interesting supply–demand
dynamics that tend to play out in real time in the bitcoin marketplace. Mining bitcoin is very cash intensive—the
computing hardware is expensive, the electricity is expensive, and there is not a high proﬁt margin left after mining is
complete. To pay for these activities, Nikhil expects that miners will tend to sell most of the bitcoin they earn from the
mining process. On the day after the halving, miners may sell less bitcoin on the market than on the day before. While
demand on those exact days may ﬂuctuate, if demand stays even close to stable, but the supply from miners is reducing,
Nikhil indicated that prices may be pushed upward. The most recent halving occurred in May 2020.
Upcoming Events on the Ethereum Network
Nikhil also discussed how different upcoming events on the Ethereum network could be interpreted in the same way as
“halving,” even if there is no ﬁnite supply of ether and the Ethereum protocol does not have the same provisions as the
bitcoin protocol. With the Ethereum network, it is not guaranteed that such events will actually occur.
Proof of Work to Proof of Stake
Within the bitcoin protocol, miners are solving cryptographic problems that require a lot of electricity and computing
power to secure the network. Currently, the Ethereum network is also using POW, but Nikhil indicated that the Ethereum
network is being positioned to potentially transition to a proof of stake (POS) model in the future.
As described by Nikhil, instead of miners needing to secure expensive computer resources and burn lots of electricity to
solve problems, the POS approach could mean that users could shift to using regular, even inexpensive computers to
secure the network. If a user wanted to participate in POS, they could put an amount of ether at risk in order to gain the
ability to potentially verify transactions. Instead of solving the difﬁcult cryptographic problem with lots of electricity
under the POW model, the miners who are doing the staking are incentivized to simply do things properly because if
they do not, the ether they have at risk would be reduced. Nikhil noted that an attacker would tend to see the ether they
have at risk reduced, such that it would potentially be harder and more costly to continue to try to act in a malicious way.
The Rise of Decentralized Finance Applications (DeFi)
Developers are creating more and more applications on the Ethereum network. Some of these are in the ﬁnance space.
As there are more of these applications and each one becomes more popular, the Guests theorized that more ether will
be used.
Building an Ether Thesis
Nikhil noted a belief that over time, there are certain aspects that could make ether particularly interesting and more
usable:
1. Ether could be a store of value: The Guests noted that certain predictions indicate that the peak supply of ether,
even though it is not precisely deﬁned as is the case with bitcoin, will be 120 million units, and then from there will
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drop roughly 2% per year, leading to a deflationary supply.
2. Ether may be viewed a consumable commodity in and of itself within different decentralized applications and
smart contracts.
For full context, please listen to the conversation below.
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Importan t Risks Re late d to th is Article

There are risks associated with investing, including the possible loss of principal. Crypto assets, such as bitcoin and ether,
are complex, generally exhibit extreme price volatility and unpredictability and should be viewed as highly speculative
assets. Crypto assets are frequently referred to as crypto “currencies,” but they typically operate without central authority
or banks, are not backed by any government or issuing entity (i.e., no right of recourse), have no government or insurance
protections, are not legal tender and have limited or no usability as compared to ﬁat currencies. Federal, state or foreign
governments may restrict the use, transfer, exchange and value of crypto assets, and regulation in the U.S. and worldwide
is still developing. Crypto asset exchanges and/or settlement facilities may stop operating, permanently shut down or
experience issues due to security breaches, fraud, insolvency, market manipulation, market surveillance, KYC/AML (know
your customer/anti-money laundering) procedures, noncompliance with applicable rules and regulations, technical
glitches, hackers, malware or other reasons, which could negatively impact the price of any cryptocurrency traded on
such exchanges or reliant on a settlement facility or otherwise may prevent access or use of the crypto asset. Crypto
assets can experience unique events, such as forks or airdrops, which can impact the value and functionality of the crypto
asset. Crypto asset transactions are generally irreversible, which means that a crypto asset may be unrecoverable in
instances where: (i) it is sent to an incorrect address, (ii) the incorrect amount is sent or (iii) transactions are made
fraudulently from an account. A crypto asset may decline in popularity, acceptance or use, thereby impairing its price,
and the price of a crypto asset may also be impacted by the transactions of a small number of holders of such crypto
asset. Crypto assets may be difﬁcult to value, and valuations, even for the same crypto asset, may differ signiﬁcantly by
pricing source or otherwise be suspect due to market fragmentation, illiquidity, volatility and the potential for
manipulation. Crypto assets generally rely on blockchain technology, and blockchain technology is a relatively new and
untested technology that operates as a distributed ledger. Blockchain systems could be subject to internet connectivity
disruptions, consensus failures or cybersecurity attacks, and the date or time that you initiate a transaction may be
different than when it is recorded on the blockchain. Access to a given blockchain requires an individualized key, which, if
compromised, could result in loss due to theft, destruction or inaccessibility. In addition, different crypto assets exhibit
different characteristics, use cases and risk proﬁles. Information provided by WisdomTree regarding digital assets, crypto
assets or blockchain networks should not be considered or relied upon as investment or other advice, as a
recommendation from WisdomTree, including regarding the use or suitability of any particular digital asset, crypto asset,
blockchain network or strategy. WisdomTree is not acting and has not agreed to act in an investment advisory, ﬁduciary
or quasi-ﬁduciary capacity to any advisor, end client or investor, and has no responsibility in connection therewith, with
respect to any digital assets, crypto assets or blockchain networks.
For standardized performance and the most recent month-end performance click here NOTE, this material is intended
for electronic use only. Individuals who intend to print and physically deliver to an investor must print the monthly
performance report to accompany this blog.
For more investing insights, check out our Economic & Market Outlook
View the online version of this article here.
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IMPORTANT INFORMATION
U.S. investors only: Click here to obtain a WisdomTree ETF prospectus which contains investment objectives,
risks, charges, expenses, and other information; read and consider carefully before investing.
There are risks involved with investing, including possible loss of principal. Foreign investing involves currency, political
and economic risk. Funds focusing on a single country, sector and/or funds that emphasize investments in smaller
companies may experience greater price volatility. Investments in emerging markets, currency, ﬁxed income and
alternative investments include additional risks. Please see prospectus for discussion of risks.
Past performance is not indicative of future results. This material contains the opinions of the author, which are subject to
change, and should not to be considered or interpreted as a recommendation to participate in any particular trading
strategy, or deemed to be an offer or sale of any investment product and it should not be relied on as such. There is no
guarantee that any strategies discussed will work under all market conditions. This material represents an assessment of
the market environment at a speciﬁc time and is not intended to be a forecast of future events or a guarantee of future
results. This material should not be relied upon as research or investment advice regarding any security in particular. The
user of this information assumes the entire risk of any use made of the information provided herein. Neither WisdomTree
nor its affiliates, nor Foreside Fund Services, LLC, or its affiliates provide tax or legal advice. Investors seeking tax or legal
advice should consult their tax or legal advisor. Unless expressly stated otherwise the opinions, interpretations or ﬁndings
expressed herein do not necessarily represent the views of WisdomTree or any of its affiliates.
The MSCI information may only be used for your internal use, may not be reproduced or re-disseminated in any form and
may not be used as a basis for or component of any ﬁnancial instruments or products or indexes. None of the MSCI
information is intended to constitute investment advice or a recommendation to make (or refrain from making) any kind
of investment decision and may not be relied on as such. Historical data and analysis should not be taken as an
indication or guarantee of any future performance analysis, forecast or prediction. The MSCI information is provided on
an “as is” basis and the user of this information assumes the entire risk of any use made of this information. MSCI, each of
its afﬁliates and each entity involved in compiling, computing or creating any MSCI information (collectively, the “MSCI
Parties”) expressly disclaims all warranties. With respect to this information, in no event shall any MSCI Party have any
liability for any direct, indirect, special, incidental, punitive, consequential (including loss proﬁts) or any other damages (
www.msci.com)
Jonathan Steinberg, Jeremy Schwartz, Rick Harper, Christopher Gannatti, Bradley Krom, Tripp Zimmerman, Michael
Barrer, Anita Rausch, Kevin Flanagan, Brendan Loftus, Joseph Tenaglia, Jeff Weniger, Matt Wagner, Alejandro Saltiel,
Ryan Krystopowicz, Kara Marciscano, Jianing Wu and Brian Manby are registered representatives of Foreside Fund
Services, LLC.
WisdomTree Funds are distributed by Foreside Fund Services, LLC, in the U.S. only.
You cannot invest directly in an index.
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DEFINITIONS
Bitcoin (the currency) : A digital currency (also called a cryptocurrency) created in 2009, which is operated by a
decentralized authority as opposed to a traditional central bank or monetary authority.
Store of Value : An asset that maintains its value over time without depreciating.
Deflation : The opposite of inflation, characterized by falling price levels.
Commodity : A raw material or primary agricultural product that can be bought and sold.

WisdomTree.com

1-866-909-WISE (9473)

