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GammaX:2  

Hedged Volatility Premium Strategy on  

Bitcoin and Ether 

 

Actively Managed Product 

Open-end ● Not listed ● Private Placement 

ISIN CH1108679767 

 

Product description 

The Product is a collateralized actively managed product (SSPA 1300) that offers the opportunity to participate in the performance 

of the Underlying according to the Strategy. The Strategy is set out in an algorithm leading to a series of options creating a hedged 

notional portfolio of assets (components) that aims to reflect the performance of a real portfolio based on this Strategy. The 

performance of the Underlying (notional portfolio of assets based on the algorithm) and thus also of the Product reflects the 

performance that a real portfolio would have if it were managed on the basis of the Strategy, charged with fees and costs. The 

Investment Advisor and Strategy Provider is responsible for selecting the respective components from the defined Investment 

Universe, implementing these in the algorithm and defining the time of adjustments of the components based on the Strategy. 

The risks associated with an investment in the Product and the associated earnings potential are comparable to an investment in 

a real portfolio consisting of the respective components of the notional portfolio of assets (Underlying). Investors (either jointly or 

in any other way) do not acquire, however, any contractual or property rights against any asset pool, against the virtual strategy 

portfolio (Underlying) or against any component of the Strategy. There is no claim to the Strategy or its components at any time, 

e.g. neither in the event of redemption, exercise or termination of the collateralized structured products nor in the event of default 

by the Issuer. In addition, investors are not entitled to request direct investments in (i) the strategy components or (ii) other 

investment products that track or replicate the development of the Strategy. 

The invested capital is not protected, and investors should be prepared to sustain a potential loss of their total capital invested. 

This product is a structured product and a derivative instrument according to Swiss law. Structured products are not collective 

investment schemes according to the Swiss Federal Act on Collective Investment Schemes ("CISA") and are thus neither governed 

by the CISA nor subject to authorization and supervision by the Swiss Financial Market Supervisory Authority ("FINMA"). 

Accordingly, holders of this product (the "Product") do not have the benefit of the specific investor protection provided under 

the CISA.  

The Product will be an obligation solely of the Issuer and will not be the responsibility of any other entity. Investing in structured 

products therefore entails an Issuer credit risk (which is only mitigated due to collateralization), meaning that investors must bear 

losses if the Issuer defaults, becomes insolvent or in any other case of negative changes in the financial condition of the Issuer. 

The constituents of the collateral held by the Custodian may not always be on segregated accounts. If this is the case, investors 

may thus face the credit risk of the Custodian. 

The Product is not issued, guaranteed or secured in an equivalent manner by a supervised institution within the meaning of article 

70(1) Financial Services Act (FinSA). The Issuer provided a collateral corresponding to the requirements under article 70(2) FinSA. 

This term sheet is not a prospectus within the meaning of article 40 et seq. FinSA. The term sheet is only available in English and 

not in any of the official languages of Switzerland. 
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Product Information 

ISIN CH1108679767 

Issue Price USD 1,000 + distribution fee if any 

Reference Currency USD 

Issuer Systematic Gamma Capital AG  

Subscription Period January 20 – March 14, 2025 

Issue Date March 18, 2025 

Issue Size 10’000 securities (with reopening clause) 

Initial Fixing Date March 18, 2025 

Payment Date Issue Date 

Settlement  Cash settlement 

Minimum Investment 25 securities and multiples of 1 security thereafter 

Maturity Open-end 

Redemption Date 15 bank business days (Zurich) after the relevant Termination Date or Exercise Date (as 

described below). 

Underlying The Underlying is a series of options creating a hedged, notional portfolio of assets 

(components) calculated in USD. The Underlying reflects the performance of a real 

portfolio, which is compiled by the Investment Advisor and Strategy Provider and 

continuously managed by the Investment Manager in accordance with the Strategy.   

Strategy The Strategy seeks to generate a positive return through the volatility of BTC and ETH 

(“volatility premium strategy”) according to this term sheet, the Strategy Guidelines and 

the Investment Restrictions (Annex 1), by actively trading options and other derivatives 

of the respective cryptocurrencies based on an algorithm. The Strategy aims to minimize 

the market risk, which means that the market exposure to the underlying 

cryptocurrencies mostly will be hedged. The exposure to other risk factors, particularly 

volatility, may not be hedged.  

Collateral The Product is secured under the Collateral Agreement. The Issuer created a right of 

lien (reguläres Pfandrecht, Forderungspfandrecht) in favor of the investors represented 

by the Security Agent acting in the name and on the account of the investors as direct 

representative (direkter Stellvertreter) and the Security Agent to secure its costs over the 

assets representing the Underlying in the account of the Issuer held with the custodian 

(the "Collateral").  

By acquiring the Product, each investor appoints the Security Agent as direct 

representative (direkter Stellvertreter) and can only exercise its rights under the 

Collateral Agreement and the schedule for the Product through the Security Agent. For 

more information, see Annex 3. 

Collateral Value The minimum value of Collateral to be furnished maintained by the Issuer (as Collateral 

Provider) at any point in time corresponds to (i) the then current value of the Product 

calculated according to the definition of Price of the Security, and (ii) the claims and 

costs of the Security Agent calculated by the Security Agent on a best-effort basis. 

Claim of the Investors Each investor’s claim that is created pursuant to the Collateral Agreement is irrevocable 

on the part of the Issuer as Collateral Provider and subject to the compulsory maturity 

of the Product upon a Realization Event. 
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Information  The guide (description and rules) to the Strategy and the Underlying are described in 

Annex 1 (the “Strategy Guidelines”). Information on performance and the composition 

of the Underlying are available via info@systematicgamma.com.  

Redemption Amount The Redemption Amount per Security of the Product corresponds to the closing level 

of the Underlying determined by the Calculation Agent on the relevant Termination 

Date (in case of Issuer’s Call) or the relevant Exercise Date (in case of Investor’s Put 

Option) respectively minus costs and charges. 

Issuer's Call Option The Issuer shall be entitled to call all outstanding Securities of the Product with effect 

from the last bank business day (Zurich) of each calendar month for the purpose of early 

repayment on the Redemption Date without giving any indication of reasons. The 

relevant notice has to be published at least 30 calendar days in advance stating the 

termination date authoritative for calculating the Redemption Amount (“Termination 

Date”). In this event, the term of the Product shall end early and all investors in the 

Product are entitled to receive the respective Redemption Amount on the respective 

Redemption Date. 

Investor's Put Option Subject to the Exit Fee during the first twelve months, investors may exercise the right 

for redemption regarding the Securities of the Product they hold with effect from the 

last bank business day (Zurich) of each calendar month, subject to a 90 calendar days’ 

prior written notice to the Issuer. The exercise declaration must be submitted to the 

Paying Agent not later than at 5pm (local time Zurich) on a bank business day (Zurich), 

in order to be effective on this bank business day (Zurich). Exercise declarations received 

after that time will not become effective until the next bank business day (Zurich). The 

bank business day (Zurich) on which an exercise becomes effective is an exercise date 

(“Exercise Date”). Any exercise by an investor prevails over an early termination due to 

Issuer’s Call as described above. In case of effective exercise, the investor is entitled to 

receive the respective Redemption Amount on the respective Redemption Date for the 

Securities of the Product exercised. 

Product Representation The Securities of the Product are issued in the form of intermediated securities 

(Bucheffekten).  

Listing / Admission to Trading None 

Secondary Market Trading Monthly secondary market trading orders are received and processed on a best effort 

basis, with a bid-offer spread of 0.80% under normal market conditions and subject to 

the Exit Fee during the first twelve months after Issue Date. Acceptance of an order 

cannot be guaranteed and is subject to, amongst other things, sufficient liquidity. 

Orders must be placed with the Paying Agent before 5:00pm local time of the last 

business day of the month (Zurich) for execution on the last business day of the 

following month (Zurich). A Distribution Fee may apply on secondary market buy orders. 

On secondary market transactions, additional transaction fees may apply and are 

charged to the Strategy. 

Depository SIX SIS AG 

Clearing / Settlement SIX SIS AG, Clearstream Banking S.A., Euroclear Bank S.A./NV 

Applicable Law / Forum Swiss law / Zurich 1, Switzerland 

Product Costs and Charges 

Distribution Fee Up to 5% (equals up to 0.50% p.a. linear over 10 years). 

Administration Fee 1.5% p.a. 

Management Fee 1.0% p.a. 
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Performance Fee 25% with High Watermark 

The Investment Manager and the Investment Advisor and Strategy Provider may receive 

the Performance Fee. The Calculation Agent calculates the Performance Fee on each 

Product day on the basis of the positive daily performance of the Strategy. The amount 

of the Performance Fee depends on the performance of the Underlying compared to 

the highest peak in value that the Underlying has reached (High Watermark), see Annex 

2. 

Third-party Costs Custody fees (including fees for the Paying Agent), other product-related fees, such as 

fees for third-party Calculation Agent or Security Agent, clearing and settlement fees as 

well as other transaction-related fees in case of Strategy adjustments may apply.  

Exit Fee 5% for redemptions and/or secondary market sales requests within twelve months after 

the Issue Date. Investors who have transferred their investments from other products of 

Systematic Gamma Capital AG in this Product at issuance are exempt from the Exit Fee. 

Other Parties 

Investment Manager Systematic Gamma Capital AG, Korporationsweg 14, 8832 Wilen bei Wollerau, 

Switzerland 

Investment Advisor and Strategy 

Provider 

Systematic Gamma Capital AG, Korporationsweg 14, 8832 Wilen bei Wollerau, 

Switzerland 

Paying Agent ISP Securities AG, Bellerivestrasse 45, 8008 Zurich, Switzerland 

Custodian Copper Markets (Switzerland) AG, Theilerstrasse 1a, 6300 Zug, Switzerland 

Security Agent Security Agent Services AG, Baarerstrasse 75, 6300 Zug, Switzerland 

Collateral Provider Systematic Gamma Capital AG, Korporationsweg 14, 8832 Wilen bei Wollerau, 

Switzerland 

Calculation Agent  Systematic Gamma Capital AG, Korporationsweg 14, 8832 Wilen bei Wollerau, 

Switzerland  

Change of Parties The Issuer may add additional parties to the Other Parties or replace one of the Other 

Parties at any time. 

Selling Restrictions 

Jurisdictions and Type of 

Investors 

United Kingdom, United States of America, US Persons, European Economic Area 

(offering and selling restrictions as set out below). 

In and from Switzerland the Product can only be sold to institutional and professional 

clients pursuant to the FinSA, unless a prospectus according to the FinSA has been 

published. The Product shall be distributed only by way of private placement; public 

distribution is not permitted.  

Selling Restrictions  

Any Securities of the Product purchased by any person for resale may not be offered in 

any jurisdiction in circumstances which would result in the Issuer being obliged to 

register any further documentation relating to the Product in such jurisdiction. The 

restrictions listed below must not be taken as definitive guidance as to whether the 

Product can be sold in a jurisdiction. Additional restrictions on offering, selling or 

holding of the Product may apply in other jurisdictions. Investors in the Product should 

seek specific advice before on-selling the Product. 
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United States, U.S. persons  

The securities neither have been nor will be registered under the United States Securities 

Act of 1933, as amended (the "Securities Act") and the securities may neither be offered 

nor sold within the United States or to, or for the account or benefit of, U.S. persons (as 

defined in Regulation S under the Securities Act). Trading in the securities has not been 

and will not be approved by the United States Commodity Futures Trading Commission 

under the United States Commodity Exchange Act or by any other state securities 

commission nor has the Commodity Futures Trading Commission or any other state 

securities commission passed upon the accuracy or the adequacy of this Term Sheet. 

The Term Sheet may not be used in the United States and may not be delivered in the 

United States. The Product will not be directly or indirectly offered, sold, traded or 

delivered within the United States or to or for the account or benefit of U.S. persons (as 

defined in Regulation S under the Securities Act). Each offeror is required to agree that 

it will not offer or sell the securities as part of their distribution at any time within the 

United States or to, or for the account or benefit of, U.S. persons (as defined in 

Regulation S under the Securities Act). The term "United States" as used herein means 

the United States of America, its territories or possessions, any state of the United States, 

the District of Columbia or any other enclave of the United States government, its 

agencies or instrumentalities.  

 European Economic Area (EEA)  

In relation to each Member State of the European Economic Area any offeror of the 

Product represents and agrees that it has not made and will not make an offer of the 

Product to the public in a Member State other than at any time:  

a) to persons who are qualified investors as defined in the Prospectus Regulation 

(EU) 2017/1129;  

b) to fewer than 150 natural or legal persons (other than qualified investors as 

defined in the Prospectus Regulation (EU) 2017/1129), subject to obtaining the 

prior consent of the Issuer for any such offer; or  

c) in any other circumstances falling within articles 1(3), 1(4) and/or 3(2)(b) of the 

Prospectus Regulation (EU) 2017/1129, provided that no such offer of 

securities shall require the Issuer to publish a prospectus pursuant to article 3 

of the Prospectus Regulation (EU) 2017/1129. For the purposes of the provision 

above, the expression an “offer of securities to the public” in relation to any 

securities in any Member State means the communication in any form and by 

means of sufficient information on the terms of the offer and the securities to 

be offered so as to enable an investor to decide to purchase or subscribe for 

the securities. 

United Kingdom  

In addition to the restrictions described in the selling restrictions for the European 

Economic Area (see above), the following matters should be noted with respect to the 

United Kingdom. Any offeror of the products (including the Product) will be required to 

represent and agree that: (a) in relation to any products which have a maturity of less 

than one year, (i) it is a person whose ordinary activities involve it in acquiring, holding, 

managing or disposing of investments (as principal or agent) for the purposes of its 

business and (ii) it has not offered or sold and will not offer or sell any products other 

than to persons whose ordinary activities involve them in acquiring, holding, managing 

or disposing of investments (as principal or as agent) for the purposes of their 

businesses or who it is reasonable to expect will acquire, hold, manage or dispose of 

investments (as principal or agent) for the purposes of their businesses where the issue 

of the products would otherwise constitute a contravention of section 19 of the Financial 

Services and Markets Act 2000 ("FSMA") by the Issuer; (b) it has only communicated or 
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caused to be communicated and will only communicate or cause to be communicated 

an invitation or inducement to engage in investment activity (within the meaning of 

section 21 of the FSMA) received by it in connection with the issue or sale of any 

products in circumstances in which section 21(1) of the FSMA does not apply to the 

Issuer or the Guarantor (if any); and (c) it has complied and will comply with all 

applicable provisions of the FSMA with respect to anything done by it in relation to any 

products in, from or otherwise involving the United Kingdom. 

Tax Treatment in Switzerland 

Swiss Income Tax The Product is a dynamic tracker certificate which is treated as "instrument of collective 

investment schemes” for Swiss income tax purposes. Provided that the issuer or 

distributor of the tracker notifies the Swiss Federal Tax Administration annually of the 

aggregate accumulated capital gains or capital losses and investment income, if any, 

and submits the corresponding annual financial statements so that the Federal Tax 

Administration can verify the accumulated capital gains or capital losses and investment 

income, if any, and can publish the tax-free and taxable amounts, the following Swiss 

income taxation applies. Otherwise, an assessment is made at the discretion of the 

respective Swiss tax administration. 

Accumulated gains or losses from trading in BTC and ETH are considered as tax-free 

capital gains or non tax deductible capital losses at the level of the private investor 

(article 16(3) DBG). Accumulated investment income from cash positions, if any, is 

considered as taxable investment income (article 20(1)(e) DBG). 

 In the event of redemption or termination of the tracker certificate, the liquidation 

amount is considered as tax-free capital gain or non tax deductible capital loss and 

includes taxable investment income, if any, to the extent as the liquation amount 

includes investment income that has not yet been taxed at the level of the private 

investor (article 16(3) DBG). 

Swiss Withholding Tax No Swiss Withholding Tax. 

Swiss Turnover Stamp Duty Primary and secondary market transactions are not subject to Swiss Turnover Stamp 

Duty. 

General Information Transactions and payments relating to the Product may be subject to further (foreign) 

transaction taxes, duties and/or withholding taxes. All payments from the Product will 

occur with any applicable taxes and duties deducted. The taxation mentioned above is 

a non-binding and non-exhaustive summary of the applicable treatment of Swiss-

domiciled private investors for tax purposes. The investor's specific circumstances, 

however, are not taken into account. We point out that Swiss and/or foreign tax law or 

the authoritative practice of Swiss and/or foreign tax authorities can change at any time 

or specify further tax or charge liabilities (possibly even with retrospective effect). 

Potential investors should have the tax effects of the purchase, holding, sale or 

repayment of the Product examined by their own tax adviser - especially with respect 

to the effects of taxation under another jurisdiction. 

Miscellaneous 

Purpose of Issuer The purpose of the Issuer is to design, issue and manage passively and actively managed 

structured products. The full description of the purpose is available via www.zefix.ch. 

Financial Statement of Issuer Financial Statement 2023 (audited). 

Availability of this document Free-of-charge distribution in printed form at the Issuer's registered office according to 

article 64 FinSA. 
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Legal Notices This Term Sheet contains the terms for the Product. The Term Sheet represents the 

entire documentation for the Product. The Issuer is entitled at any time to correct 

typographical or arithmetic errors or other obvious errors in this Term Sheet and 

conditions and to make editorial changes as well as to change or add to contradicting 

or incomplete provisions without the consent of the investors. Indicative information is 

provided without warranty. The issuer has no obligation to issue the Product. 

Notifications in connection with the Product will be rendered legally valid upon their 

publication in the investor-only section on systematicgamma.com. 

 

 

 

 

  

http://www.systematicgamma.com/
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Annex 1 – Strategy 

The Investment Advisor and Strategy Provider determines the algorithm for the Underlying and is responsible for changes to that 

algorithm in line with the Strategy and the Strategy Guidelines. Investment Manager is solely responsible for ensuring that the 

Strategy and the strategy components correspond to this term sheet, the Investment Universe, the Strategy Guidelines, and the 

Investment Restrictions. Neither the Paying Agent, nor the Custodian, nor the Calculation Agent, nor any other involved party apart 

from the Investment Manager carries out any supervision in that regard or is liable to the adherence to the Strategy, the Investment 

Universe, the Strategy Guidelines, and the Investment Restrictions. The Investment Advisor and Strategy Provider has a significant 

scope of discretion in terms of the Strategy’s composition and is responsible for the composition of the Strategy subject to this term 

sheet, the Investment Universe, the Strategy Guidelines, and the Investment Restrictions. The Investment Advisor and Strategy 

Provider makes its decisions independently on the basis of its own evaluations and assessments in relation to the composition of 

and adjustments to the Strategy. 

The most current composition of the Underlying can be retrieved from the Investment Manager via info@systematicgamma.com. 

Investment Universe 

The Investment Universe consists of the following assets / asset classes and represents the basis for the selection, adjustment and 

rebalancing of the components according to the Strategy by the Investment Manager.  

 Asset 

type  

Allocation (market value of the asset type 

relative to the total portfolio value) * 

Permitted instruments 

1 Bitcoin 0 – 100% • Cryptocurrency 

• Futures and other derivatives with 

linear pay-off profiles, eg. forwards 

and perpetual swaps 

• Options 

2 Ether 0 – 100% • Cryptocurrency 

• Futures and other derivatives with 

linear pay-off profiles, eg. forwards 

and perpetual swaps 

• Options 

3 Volatility 0 – 25% • Futures on volatility/variance indices 

related to Bitcoin, Ether and other 

cryptocurrencies in the Investment 

Universe 

• Other derivatives with volatility/ 

variance related to Bitcoin, Ether and 

other cryptocurrencies in the Invest-

ment Universe being the underlying  

3 Cash 0 – 49% • Cash and stablecoins in Reference 

Currency 

* The market exposure of the components may deviate from its market value  

The Investment Universe may be expanded to include further cryptocurrencies if derivatives on such currencies are traded on 

established derivatives exchanges or by established brokers. 

. 

The permitted instruments also include structured products in line with the Strategy, the Strategy Guidelines, the Investment 

Restrictions and the overall costs not exceeding the costs as outlined under Product Costs and Charges. 
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Strategy Guidelines 

The components from the Investment Universe are selected, adjusted and re-balanced/re-invested by the Investment Manager 

according to the following guidelines: 

- Combination of long- and short-positions in different options and roll-over on an ongoing base 

- Management of the market exposure to the respective cryptocurrency by purchasing and short selling of Futures and other 

derivatives with linear payoff and taking positions in the respective cryptocurrency. 

Investment Restrictions 

The following investment restrictions are applicable for the Investment Manager. 

- N/A 
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Annex 2 – Calculation Performance Fees 

Performance Fee Observation Date 

Daily (starting from and including the Issue Date to and including the Termination Date).  

Performance Release Date 

Quarterly on the last business day of March, June, September and December, from and including the Issue Date to and including 

the Termination Date. 

Strategy Level (t) 

Value of the Underlying on any Performance Fee Observation Date t, determined by the sum of the prices of each of the assets 

contained in the Underlying, converted to the Reference Currency at the prevailing exchange rate(s), less all costs linked to the 

management of the Strategy including (but not limited to) fees, expenses, hedging and transaction costs, storage fees and taxes (if 

any), and divided by the sum of outstanding Securities on such trading day t, as calculated by the Calculation Agent.  

High Watermark (t) 

Applicable. For the first Performance Fee Observation Date (1), the High Watermark is equal to the Issue Price. Thereafter, if the 

Strategy Level (t) on the Performance Fee Observation Date (t) is higher than the previous High Watermark (t-1), the High Watermark 

(t) is set to that level. 

To clarify and for the avoidance of doubt, the High Watermark will be adjusted in the event of inflows or outflows to/from the 

Product occurring between Performance Release Dates to ensure that the aggregated Performance Fee Amount for all outstanding 

securities remains unaffected by such inflows or outflows. 

Performance Fee Entitlement 

The Investment Manager and the Investment Advisor and Strategy Provider are entitled to the Performance Fee if the performance 

of the Strategy Level (t) with respect to the High Watermark (t-1) on the relevant Performance Fee Observation Date is positive, i.e. 

(
𝑆𝑡𝑟𝑎𝑡𝑒𝑔𝑦 𝐿𝑒𝑣𝑒𝑙𝑡

𝐻𝑖𝑔ℎ 𝑊𝑎𝑡𝑒𝑟𝑚𝑎𝑟𝑘𝑡−1

− 1) > 0 

Performance Fee Amount 

Performance Fee Amount (“PFA”) in the Reference Currency is equal to: 

𝑃𝐹𝐴𝑡 = 𝑃𝐹𝐴𝑡−1 + 𝑆𝑡𝑟𝑎𝑡𝑒𝑔𝑦 𝐿𝑒𝑣𝑒𝑙𝑡−1 × (
𝑆𝑡𝑟𝑎𝑡𝑒𝑔𝑦 𝐿𝑒𝑣𝑒𝑙𝑡

𝐻𝑖𝑔ℎ 𝑊𝑎𝑡𝑒𝑟𝑚𝑎𝑟𝑘𝑡−1

− 1) × 𝑃𝑒𝑟𝑓𝑜𝑟𝑚𝑎𝑛𝑐𝑒 𝐹𝑒𝑒 

Where  

• Strategy Level (t) is the value of the Security on the Performance Fee Observation Date (t), before deduction of the 

Performance Fee 

• High Watermark (t) is the highest number of the Strategy Level (i) on any of the previous Performance Fee Observation 

Dates (i<t) 

PFA cannot be negative. PFA is reset to 0 at the Performance Release Date.  
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Annex 3 – Collateral  

The Security Agent represents the investors (direkter Stellvertreter) to secure in the name and on the account of the investors 

their claims under the Product. The Security Agent (i) initiates the realization of the Collateral when the Product falls due and (ii) 

instructs the Paying Agent (or the custodian(s) or any third parties designated by the Security Agent) to initiate the payment of 

the pro-rata share of the net realization proceeds to the investors. Such activity qualifies as debt collection activity for and on 

behalf of the investors as creditors. The Security Agent does not accept any funds on its own account for and on behalf of the 

investors as its principal(s). Rather all proceeds are directly paid to the Paying Agent which will make partial or full repayments 

to the investors after having deducted and paid authorized third-party fees. The Security Agent does not act as financial 

intermediary. 

Collateral Agreement for financial instruments 

The Issuer entered into a Collateral Agreement for financial instruments ("Collateral Agreement") with the investors represented 

by the Security Agent as direct representative (direkter Stellvertreter) on February 4, 2022. 

Under the Collateral Agreement, the Issuer created a right of lien (reguläres Pfandrecht, Forderungspfandrecht) over the collateral 

in favor of (a) the investors represented by the Security Agent acting in the name and on the account of the investors as direct 

representative (direkter Stellvertreter), as well as (b) the Security Agent to secure its costs and claims in connection with the 

Collateral Agreement (the "Collateral").  

By acquiring the Product, each investor appoints the Security Agent as direct representative (direkter Stellvertreter) and can only 

exercise its rights under the Collateral Agreement and the schedule for the Product through the Security Agent. 

The security interest(s) created under the Collateral Agreement over the Collateral are only granted to the investors of the Product 

and to the Security Agent and not to any investors of other products collateralized under the Collateral Agreement according to 

a different schedule. The Collateral only secures the Product and the associated realization costs. 

By transferring all securities of the Product held by an investor or if the investor is otherwise no longer the holder of any securities 

of the Product, such investor will cease to qualify as an investors and to be a party to the Collateral Agreement and the respective 

schedule(s) for the Product. 

The liability of the parties is limited to gross negligence or willful misconduct. Neither party will bear any responsibility or liability 

to the other party or to third parties for any losses arising out of any delay in or interruptions of performance of their respective 

obligations under the Collateral Agreement due to any act of God, act of governmental authority, or act of public enemy, or due 

to war, the outbreak or escalation of hostilities, riot, fire, flood, civil commotion, outbreak of viruses (local, national or global 

epidemics and pandemics), insurrection, labor difficulty (including, without limitation, any strike, other work stoppage, or slow-

down), severe or adverse weather conditions, power failure, communications line or other technological failure, or technological 

changes or other similar cause beyond the reasonable control of the party so affected. 

The Collateral Agreement is governed by Swiss law. 

Collateral value 

The value of Collateral to be maintained by the Issuer (as Collateral Provider) at any point in time is determined by and must 

correspond to (i) the then current value of the Product calculated according to the definition of Price of the Security and (ii) the 

claims and costs of the Security Agent calculated by the Security Agent on a best-effort basis. 

Claim of the investors and compulsory maturity of the Product upon a Realization Event  

Each investor's claim that is created pursuant to the Collateral Agreement is irrevocable on the part of the Issuer as Collateral 

Provider and subject to the compulsory maturity of the Product upon a Realization Event.  

Realization Event 

A Realization Event regarding the Collateral occurs when (i) the Issuer is subject to any form of winding up, administration, 

receivership, insolvency or debt enforcement proceedings, arrangements with creditors generally (subject to Swiss law), (ii) the 

Issuer is in violation of the applicable law and forced by a regulator to cease its activity, or (iii) the Issuer is in breach of the 

issuance terms of the Product that results in a claim for the investors, such as but not limited to a situation where Issuer does not 

honor a payment or delivery commitment under the Product when it falls due in good time or without defects, unless those 

defects are remedied within 3 business days. 
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Priority of payments 

The Security Agent shall be entitled to satisfy its claims against the Issuer under the Collateral Agreement (including fee claims) 

from the realization proceeds before any other payments are made. Should the Security Agent or third parties incur any 

extraordinary realization and distribution costs, the Security Agent may also deduct these additional costs from the realization 

proceeds, before any other payments are made to investors. The remaining realization proceeds (“Net Realization Proceeds”) 

shall be available for payment to the investors of the Product. 

The Security Agent shall distribute the Net Realization Proceeds with discharging effect by instructing the Paying Agent to execute 

the payment of the pro-rata share of the Net Realization Proceeds to the financial intermediaries holding the accounts for the 

respective investors. If the Product is represented in the form of ledger-based securities, the Security Agent may determine that 

such payment is made by the custodian(s) or any other parties to the accounts designated by the respective investors. The transfer 

of the pro-rata shares of the Net Realization Proceeds shall be determined by the holdings in the Product. Each investor of the 

Product represented at all times by the Security Agent has a maximum claim against the Collateral Provider amounting to that 

share of the Net Realization Proceeds of the Collateral for such Product  

Payments of the Net Realization Proceeds are made exclusively in the trading currency of Product. The Security Agent or the 

Paying Agent (as the case may be) may request additional information from investors or set specific requirements to comply with 

applicable law. The Security Agent may refuse to release and the Paying Agent may refuse to transfer any Net Realization Proceeds 

to the financial intermediary holding the account for a respective investor and the claim of such investor lapses if the investor 

through its financial intermediary is not providing the additional information or is not fulfilling the specific requirements within 

the timeline set by the Paying Agent or the Security Agent. The same applies to a Product represented as ledger-based securities, 

except that the custodian(s) or the other parties designated by the Security Agent may directly request additional information 

from investors (if the ledger-based securities are not held with a financial intermediary) and that the Security Agent may refuse 

to release and the custodian(s) or the other parties may refuse to transfer any Net Realization Proceeds to the account designated 

by an investor and the claim of such investor lapses if the investor is not providing the additional information or is not fulfilling 

the specific requirements within the timeline set by the Security Agent, the custodian(s) or the other parties. 

No interest shall be paid on the claims of the investors against the Issuer as Collateral Provider, which correspond to their pro-

rata shares of the Net Realization Proceeds realized from the Collateral. The Security Agent shall not owe any default interest to 

the investors on the payment of the pro-rata share of Net Realization Proceeds, neither shall the Security Agent be liable to the 

investors for any further damages whatsoever.  

The payment of pro-rata Net Realization Proceeds to the investors under the terms of the Collateral Agreement, discharges the 

investors' claims (represented by the Security Agent) against the Issuer that related to the Product. 
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Annex 4 – Risks associated with an investment in the Product 

Prospects of profit and losses 

Any potential profit consists of the positive difference between the sales price achieved or Redemption Amount (in the event of 

termination or exercise) and the purchase price. The Product does not provide any current income. The performance corresponds 

mainly to that of the Underlying. A loss is made if the Product is sold or redeemed at a lower rate than the purchase price paid. Such 

a negative scenario can occur if value-determining factors such as price fluctuation of the underlying’s constituents, interest rate 

developments or exchange rate developments have a negative effect on individual or several Underlying components. Negative 

results due to the Strategy cannot be precluded and neither the Issuer nor the Calculation Agent nor any other party involved 

accepts any responsibility for the success or for a specific performance of this Strategy. Collateralized structured products do not 

provide for any capital protection, meaning that the investors may incur a total loss of the capital invested. 

Significant risks for investors  

An investment in the Product entails certain risks. An investment in the Product requires a thorough understanding of the nature of 

structured products. Potential investors in the Product should be experienced concerning an investment in complex financial 

instruments and cryptocurrencies and be aware of the related risks. A potential investor in the Product should determine the 

suitability of such an investment in light of such an investor’s particular circumstances.  

A potential investor should not invest in the Product unless such investor has the expertise (either alone or with the help of a financial 

adviser) to evaluate how the Product will perform under changing conditions, the resulting effects on the market value of the relevant 

Product and the impact such an investment will have on such investor’s overall investment portfolio. 

Risk of total loss  

The Product involves a high degree of risk, and prospective investors in the Product should recognize that, under certain 

circumstances, the Product may have a redemption value of zero. Prospective investors should, therefore, be prepared to sustain a 

partial or total loss of the amount of their investment therein.  

Unpredictable market value for the Product  

During the term of the Product, the market value of, and the expected return on, such Product may be influenced by many factors, 

some or all of which may be unpredictable. Many economic and market factors will influence the market value of the Product. The 

Issuer expects that, generally, the value and volatility of the Underlying on any day will affect the market value of the Product more 

than any other single factor.  

A potential investor should not expect, however, the market value of the Product in the secondary market (if any) to vary in 

proportion to changes in the value of the Underlying. The return on the Product (if any) may bear little relation to and may be much 

less than the return that the investor therein might have achieved if such investor had invested directly in the Underlying.  

The market value of, and return (if any) on, the Product will be affected by several other factors, which may be unpredictable or 

beyond the Issuer's control, and which may offset or magnify each other, including, without limitation:  

• supply and demand for the Product, including inventory positions of any other market-maker (if any);  

• the expected frequency and magnitude of changes in the market value of the Underlying (volatility);  

• economic, financial, political or regulatory events or judicial decisions that affect the Issuer, the Underlying or the 

financial markets generally;  

• interest and yield rates in the market generally;  

• the Issuer’s creditworthiness, including actual or anticipated downgrades in the Issuer's credit ratings (if any); and  

• or other incentivization payments on the Underlying, if any.  

Some or all of these factors may influence the price of the Product. The impact of any of the factors set forth above may enhance 

or offset some or all of any change resulting from another factor or factors. 

In addition, certain built-in costs are likely to adversely affect the market value of the Product. All expenses, charges, and funding 

costs (pre-financing costs) incurred by the Issuer in connection with the replication of the notional Underlying starting from the 

issuance up to the redemption will be deducted from the Product price on issuance/redemption. The price at which the Issuer will 
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be willing to purchase the Product from an investor in secondary market transactions, if at all, will likely be lower than the original 

Issue Price.  

Early redemption  

The investors must be aware of a possible early redemption of the Product. The Issuer has the right to, among other things, to an 

early redemption of the Product. If the Issuer exercises such early redemption right(s), investors should be aware that the early 

redemption price (Termination Amount) may be considerably lower than the Issue Price (or, if different, the price the relevant investor 

paid for the Product) or the Redemption Amount that would otherwise have been paid. 

Exposure to the performance of the Underlying  

The Product will represent an investment linked to the performance of the Underlying. The past performance of the Underlying is 

not indicative of future performance. There is no obligation on any other party to purchase or hold interests in the Underlying or 

any components contained in the Underlying.  

Investors should be aware that there is no obligation on the Issuer or any other party to purchase, hold, manage or sell any interests 

in the Underlying or to have any right, title, interest or benefit in relation to any of the foregoing or any components contained in 

the Underlying and there is no actual portfolio of assets to which any person is entitled or in which any person has any ownership 

interest. 

Market risks and deviations from market-neutrality 

The general market performance of the Product is dependent in particular on the price development of the cryptocurrency markets 

which, for their part, are influenced by the general global economic situation as well as by the economic and political framework 

conditions in the respective countries (so called market risk).  

Although the Strategy aims to minimize the market risk, hedging may not always be possible due to external factors, such as wrong 

or erroneous price data or information related to financial instruments, the unavailability of operating exchanges, custodians or 

other parties or services relevant for the Product; or internal factors, such as failure of IT-infrastructure, lack of personal resources, 

insufficient redundancy, or other errors and shortages. In such case, the performance of the Product may be negatively affected, 

and the redemption value may be substantially lower than the Issue Price or even zero. 

Volatility risks 

Volatility (“traded volatility”) is not hedged with the Product and may have a significant adverse effect on the valuation of the 

Underlying components of the Product. 

Disruption risks  

There is also the risk of market disruptions (such as trading or stock market interruptions or discontinuation of trading) or other 

unforeseeable occurrences concerning the respective Underlying components or their stock exchanges or markets taking place 

during the term or upon maturity of the Product. Such occurrences can have an effect on the time of redemption or on the value of 

the Product. In the event of trading restrictions, sanctions and similar occurrences, the Issuer is entitled, for the purpose of calculating 

the value of the Product, to include at its own discretion the Underlying components at their most recently traded price, at a fair 

value to be established at its sole discretion or indeed as worthless, or additionally to suspend pricing in the Product or liquidate 

the Product prematurely.  

Secondary market risks  

There is no guarantee of a specific liquidity or of a specific spread (i.e. the difference between bid- and ask-prices) and investors 

cannot rely on being able to purchase or sell Securities of the Product on a specific date or at a specific price.  

No property rights, no special funds  

The Product corresponds to a theoretical reproduction of the components contained in the Strategy. The Issuer is not obliged to 

actually reproduce these components in respect to the Strategy, which is why no special fund is created for the Product. Accordingly, 

the investors have no rights (property rights, separation rights etc.) to the Strategy components. 
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Risks related to the Issuer  

Investors bear the credit risk of the Issuer. The Product's retention of value is dependent not only on the development of the value 

of the Underlying but also on the creditworthiness of the Issuer, which may change over the term of the Product. The investor is 

exposed to the risk of default of the Issuer, which is only mitigated due to collateralization. 

Investment Advisor and Strategy Provider as well as Investment Manager 

The performance of the Strategy depends on, among other things, the Investment Advisor and Strategy Provider’s competence in 

defining the algorithm for the selection of the Strategy components and the timing of the rebalancing as well as the Investment 

Managers ability to implement the Strategy in accordance with the algorithm. There may be conflicts of interest at the Investment 

Manager or the Investment Advisor and Strategy Provider that could have a negative impact on the value of the Product.  

The IT infrastructure of the Investment Manager and/or Investment Advisor and Strategy Provider may be subject to expropriation 

or theft. Hackers or other malicious individuals or groups or organizations may attempt to interfere with the IT infrastructure of the 

Investment Manager and/or Investment Advisor and Strategy Provider in a variety of ways, including, but not limited to, malware 

attacks, denial of service attacks, sybil attacks, smurfing and spoofing. The Investment Manager may, as a result of error, operational 

disruption or inadequacies, or in exceptional cases e.g. against the backdrop of unusual market situations temporarily deviate from 

the investment or hedge transactions determined by the algorithm. 

Risks related to other parties   

Investors bear the credit risk of the other parties related to the Product, such as the Custodian, Paying Agent, exchange operators, 

wallet providers etc. The investor is exposed indirectly to the risk of default of such parties, including the risk of not being able to 

compensate for damages due to malperformance or non-performance by such parties. Hackers or other malicious individuals or 

groups or organizations may attempt to interfere with the IT infrastructure of the other parties in a variety of ways, including, but 

not limited to, malware attacks, denial of service attacks, sybil attacks, smurfing and spoofing. 

Remuneration to third parties 

Depending on the circumstances the Issuer may sell the Product to financial institutions or intermediaries at a discount to the Issue 

Price or reimburse a certain amount to such financial institutions or intermediaries. For open-end products such fees are additionally 

disclosed in this Term Sheet for the investor's information on a linear split over ten years (as example). In addition, for certain services 

rendered by distribution partners and to increase quality and services relating to the Product, the Issuer may from time to time pay 

trailer fees to such third parties. 

Risks relating to potential conflicts of interest 

The Issuer may issue other products with opposing or other strategies to the Product that may negatively affect the Product. For 

example, the Issuer may enter into or participate in trading and hedging transactions relating to the Underlying. The Issuer may 

receive non-public information relating to the Underlying. It should also be noted that the payment of distribution fees and other 

commissions to financial intermediaries could result in conflicts of interest to the detriment of the investor, as this could create an 

incentive for the financial intermediary to distribute products with a higher commission preferentially to its clients.  

Special risks related to crypto assets as Underlying components 

Users of crypto assets, such as crypto currencies, and therefore investors in the Product, are exposed to elevated risk of fraud and 

loss, including, but not limited to, through cyber-attacks. Several exchanges specializing in sales of crypto assets such as Bitcoin, for 

example, have already had to cease their activities or have been closed for other reasons, including, in some cases, because of cyber-

attacks. Crypto assets, such as the Underlying components of the Product and crypto assets used as collateral, such as the Collateral, 

can be stolen. Crypto assets are stored in a crypto wallet, accessible via a private key, which can be compromised. While crypto wallets 

do not store or contain the underlying currency, they store public and private keys, which are used as an address for receiving the 

crypto asset or for spending the crypto asset, and both forms of transactions are recorded on the public immutable ledger, the 

distributed-ledger network. By using the private key, a person is able to spend the crypto asset, effectively sending it away from the 

account and recording that transaction on the immutable ledger, the distributed-ledger network. If a private key is compromised, 

the crypto assets associated with that specific public key may be stolen. Unlike traditional banking transactions, once a transaction 

has been added to the distributed-ledger network, it cannot be reversed. 

Thefts and cyber-attacks can have a negative impact on the reputation of the currency, or the marketplace concerned and thus 

affect negatively the market price of crypto assets. Through the Product, investors would indirectly participate in such a negative 
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performance, and a loss, including a total loss, would be possible. While the Issuer and the Custodian for the Collateral have taken 

reasonable measures to prevent a theft or hacking of the Underlying components also used as Collateral for the Product, such event 

cannot be fully excluded and the losses associated with such an event would be borne by investors. Moreover, incidences of theft 

or hacking of crypto assets other than the Collateral can also negatively influence the market price, value, or liquidity of the crypto 

assets used as Underlying components and Collateral for the Product. 

Certain crypto assets, such as Bitcoins, can be used pseudonymously and do not have to be traded through government institutions 

or banks. They can be purchased directly from an owner or a certain trading venue. These platforms are generally not regulated. 

Investors thus face increased risk of the Issuer identifying occurrence of a trading disruption in the broader crypto asset market, 

which could affect the value of their investment in the product. 

The market value of most crypto assets is not based on any kind of claim, nor backed by any physical asset. Instead, the market 

value depends entirely on the expectation of being usable in future transactions and continued interest from investors. This strong 

correlation between an expectation and market value is the basis for the current and probably future volatility of the market value 

of most crypto assets and may increase the likelihood of momentum pricing. 

Certain supported crypto assets enable holders to earn rewards by participating in decentralized governance, bookkeeping and 

transaction confirmation activities on their underlying networks, such as through staking, delegating, baking, and voting the crypto 

assets. If a validator (or baker), any third-party service providers, or smart contracts fail to behave as expected, suffer cybersecurity 

attacks, experience security issues, or encounter other problems, staked or delegated crypto assets may be irretrievably lost. In 

addition, certain networks dictate requirements for participation in the relevant decentralized governance activity, and may impose 

penalties, or “slashing,” if the relevant activities are not performed correctly, such as if the staker, delegator, or baker acts maliciously 

on the network, “double signs” any transactions, or experience extended downtimes. In case of slashing, the crypto assets staked or 

delegated may be confiscated, withdrawn, or burnt by the network, resulting in losses.  

Country-specific regulatory risk 

The legal status of crypto assets varies substantially from country to country. In many countries, the legal status is still undefined or 

changing. Some countries have deemed the usage of Bitcoin illegal. Other countries have banned crypto assets, banned the local 

banks from working with crypto assets or restricted crypto assets in other ways. Furthermore, the status of crypto assets remains 

undefined and there is uncertainty as to whether the crypto assets are a security, money, a commodity or property. In some countries, 

such as the United States, different government agencies define crypto assets differently, leading to regulatory conflict and 

uncertainty. This uncertainty is compounded by the rapid evolution of regulations. Countries may, in the future, explicitly restrict, 

outlaw or curtail the acquisition, use, trade or redemption of crypto assets. In such a scenario, holding or trading securities tracking 

or linked to crypto assets, such as the Product, could be considered illegal and could be subject to sanction. 

Changes in regulation of crypto assets  

The regulation of crypto assets is subject to change. It cannot, therefore, be ruled out that the regulatory treatment of crypto assets 

or products linked to crypto assets by national authorities and courts or international standard setting bodies could be subject to 

changes in the future. As a result of such changes, the purchase or direct or indirect investment in the Product, crypto assets, or 

certain crypto assets, including with respect to Underlying components may be prohibited or otherwise restricted. 

Moreover, changes in the regulation of crypto assets, or certain crypto assets, including with respect to Underlying components, 

may adversely impact the Issuer, the value of the Product, the value of any of the Underlying components and the value of the 

Collateral. As a result, investors bear the risk of a loss of part or all of their investment. 

Tax risk related to crypto assets 

The taxation of crypto assets and associated companies can vary significantly by jurisdiction and are subject to significant revisions. 

These revisions, or the application of new tax schemes or taxation in additional jurisdictions, may adversely impact the Issuer’s 

performance. Furthermore, the status of crypto assets remains undefined and there is uncertainty as to whether the Underlying 

components are a security, money, a commodity or property. Accordingly, the way in which crypto assets are taxed varies from 

country to country. Before making a decision to invest in the Product, investors should consult their local tax advisor on taxation. 

Valuation of crypto assets 

The market value of crypto assets is not related to any specific company, government or asset. The valuation of these assets depends 

on future expectations for the value of the network, number of transactions and the overall usage of the asset. This means that a 
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significant amount of the value in crypto assets is speculative and could lead to increased volatility. Investors could experience 

significant gains, losses or volatility depending on the valuation of crypto assets through the exposure to the Underlying by the 

Product 

Valuation may also vary significantly by geography, as local exchanges are not necessarily compatible with all crypto assets and 

assets may be difficult to move in and out of any specific market. As a result, geographic arbitrage can have a considerable effect 

on valuation and, in turn, on the returns from the Underlying and the Product. 

Momentum pricing of crypto assets has previously resulted, and may continue to result, in speculation regarding future appreciation 

or depreciation in the value of such assets, further contributing to volatility and potentially inflating prices at any given time. As a 

result, pricing of crypto assets may change due to shifting investor confidence in future outlook of the asset class. These dynamics 

may impact the value of an investment in the Product. 

Fluctuations of the prices of crypto assets 

The prices of crypto assets are significantly uncertain. The price of Bitcoin or Ether is subject to dramatic fluctuations and may affect 

the value of the Product. 

Potential for market abuse 

The markets of the Underlying components are growing rapidly. These markets are local, national and international and include a 

broadening range of products and participants. Significant trading may occur on systems and platforms with minimum predictability. 

Any sudden, rapid change in demand and supply of any Underlying component, especially those with a small market capitalization 

or small unit price, could cause significant price volatilities. In addition, most crypto assets are not backed by any central government, 

resulting in different regulatory standards across countries and regions. While the Issuer only interacts with regulated or self-

regulated exchanges with KYC/AML policies, there are a number of other crypto asset exchanges that have significantly fewer 

stringent checks. Furthermore, there can also be no assurance that the KYC/AML policies of the exchanges used by the Issuer will 

be sufficiently robust. The characteristic of the Underlying components and underlying infrastructure could be used by certain 

market participants to exploit arbitrage opportunities through schemes such as front-running, spoofing, pump-and-dump and fraud 

across different systems, platforms or geographic locations. As a result of reduced oversight, these schemes may be more prevalent 

in the crypto asset market than in the general market for financial products. 

Any market abuse, and a loss of investor confidence in the Underlying components, may adversely impact an investment in the 

Product, the ability of the Issuer to operate and broad pricing trends in any individual Underlying component or in crypto assets as 

a whole. 

Failure of crypto exchanges 

Disruptions at crypto exchanges (always including brokers and other intermediaries) and potential consequences of a crypto 

exchange’s failure could adversely affect the performance of the Underlying components and the Product. Crypto exchanges operate 

websites on which users can trade crypto assets and derivatives related to crypto assets for fiat currencies, such as U.S. Dollars and 

Euros, or other digital assets. Trades on these exchanges can be unrelated to transfers of the crypto assets between users via the 

respective crypto network if the exchange co-mingles funds and does not offer a unique wallet address for each customer. For 

example, co-mingling refers to a lack of segregation of customer assets and is a common practice among many crypto exchanges. 

These exchanges might not provide a unique wallet for each user and as a result, might have one or more large wallets composed 

of the assets of several users, comingled. This results in a centralization of a large amount of assets in a single location and could 

therefore increase the amount of damage or theft that can be done from a negative situation such as a hack. 

As a result, sometimes crypto assets and crypto asset derivatives traded on crypto exchanges are recorded on the crypto exchange’s 

internal ledger only, and each internal ledger entry for a trade will correspond to an entry for an offsetting trade in government 

currency or other digital asset. To sell crypto assets or crypto assets derivatives on a crypto exchange, a user will transfer crypto 

assets (using the crypto assets network) from himself or herself to the crypto exchange. Conversely, to buy crypto assets or crypto 

asset derivatives on a crypto exchange, a user will transfer fiat currency or other digital assets to the crypto exchange. After 

completing the transfer of crypto assets or crypto asset derivatives or fiat currency, the user will execute its trade and receive either 

the crypto assets (using the crypto assets network) or the fiat currency back into its account.  

Technical risks related to crypto assets  

There are a number of technical risks to which investors in crypto assets are exposed including, but not limited to, Flaws in the code, 

Forks in the underlying protocols, Double Spend and 51% attacks, as further described below. 
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Bitcoin, Ether, and other crypto assets are often built on open-source code available to the general public. This makes the underlying 

source code of these crypto assets visible publicly to anyone, anywhere. While the top crypto assets sometimes have dedicated 

teams of contributors, it is often the case that they are unpaid and not full-time employees or contractors. For these reasons, it is 

possible that flaws or mistakes in the released and public source code could lead to catastrophic damage to the underlying 

technology, crypto assets and networks. It is possible that the volunteer or undedicated team members are unable to stop this 

damage before it spreads further. It is further possible that a dedicated team or a group of contributors or other technical group 

may attack the code, directly leading to catastrophic damage. In any of these situations, the value of investors’ holdings can be 

severely and detrimentally affected. 

Crypto assets miners earn crypto assets by confirming transactions and reaching consensus. The results of this agreement are 

displayed on the public ledger known as the distributed-ledger network (or depending on the technology, blockchain). If a single 

miner, or a group of miners acting in concert, control (even temporarily) a majority of the network mining power (known as hash 

power) of a particular distributed-ledger network, they could use this control to undertake harmful acts. Such an attack is called a 

51% attack. For example, an individual or group controlling a majority of the Bitcoin network could prevent transactions from posting 

accurately, or at all, on the distributed-ledger network. Furthermore, they could allow for their coins to be spent on multiple 

occasions and would, in this scenario, have enough network control to confirm and post these transactions to the distributed-ledger 

network, in an attack referred to as Double Spending. In a Double Spending situation, the related record of the transaction, posted 

on the public ledger, would become falsified. This could have a detrimental effect on both the sender and the receiver. There are 

several ways a nefarious cybercriminal could attempt a double-spend, including, but not limited to, sending two conflicting 

transactions to the network, and creating one transaction but sending the crypto assets before releasing that associated block to 

the distributed-ledger network, which would invalidate it. On an exchange with multiple currency trading pairs, it would be possible 

for a person or individual controlling the majority of a distributed-ledger network to double-spend the coins they control and then 

subsequently trade them for other currency pairs and transfer them off the exchange to their own private wallet(s). This scenario is 

more likely to happen with smaller currencies (by measure of market capitalization) because of the reduced computing power 

threshold required to control a majority of the network, and has been documented happening multiple times, targeting currencies 

such as Bitcoin Gold and Verge. It is theoretically possible, even if it is sometimes computationally expensive, to mount a similar 

51% or double spending attack on a large currency (by measure of market cap), including Ether and Bitcoin. The Underlying 

components may also be negatively affected by technical risks such as a 51% attack or double spend. 

The infrastructure and ecosystem that power crypto assets such as Bitcoin and Ether are developed by different parties, including 

affiliated and non-affiliated engineers, engineers, developers, miners, platform developers, evangelists, marketers, exchange 

operators and other companies based around a service regarding the underlying crypto assets, each of whom may have different 

motivations, drivers, philosophies and incentives. There is, accordingly, a risk that these parties disagree on the future direction of 

these technologies, which may impede or otherwise negatively affect the development of the technology and, in turn, lead to losses 

with respect to an investor’s investment. 

In cases of particularly strong disagreements, a developer or group of developers can split the code base into two or more branches 

of variations of development, in what is called a fork. One of the most prominent examples to date was a fork of Bitcoin that occurred 

in 2017, taking effect on 1 August 2017, which created the cryptocurrency called Bitcoin Cash. Although Bitcoin Cash is the largest 

Bitcoin fork (as measured by market capitalization), Bitcoin has had at least three other major forks of the network (Bitcoin XT, Bitcoin 

Classic, and Bitcoin Unlimited), as well as three major forks of the cryptocurrency (Bitcoin Cash (BCH), Bitcoin Gold (BTG) and Bitcoin 

Private (BTCP)). It is possible that Bitcoin’s network and/or cryptocurrency will be forked more times in the future. The same has 

occurred with the second largest cryptocurrency (as measured by market cap), Ether. After a nefarious attack on a venture capital 

project built on Ethereum called The DAO, the newly-forked cryptocurrency Ether (ETH) was created, which took away the effects of 

the hack. The sub-group in the community that refused the hard fork continued to use the original Ethereum network, citing 

immutability concerns (being against any change in the distributed-ledger network on principle), which today is called Ether Classic 

(ETC). Forks occur throughout the range of crypto assets and are not limited to just the largest or most popular products. 

Forks may have a detrimental effect on the value of the crypto assets, including by negatively affecting cryptocurrency allocations 

or by failing to capture of the full value of the newly-forked crypto asset if it is removed from the Strategy that serves as an Underlying 

of the Product for one or more months. 

Usage and network participation 

Today, there is limited use of crypto assets in the retail, commercial, or payments spaces. On a relative basis, speculators make up a 

significant portion of users. This pattern may contribute to outsized price volatility. 
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Furthermore, for mined crypto assets such as Bitcoin and Ether, the incentives for miners to contribute processing power to the 

respective networks are set to decrease over time. The implementation of fees for transactions may result in decreased usage and 

limit expansion of these or other protocols in the retail, commercial and payments space, adversely impacting investment in the 

Product. Conversely, if the reward for miners or the value of the transaction fees is insufficient to motivate miners, they may cease 

expending processing power for any distributed-ledger network to solve blocks and confirm transactions. 

Cease in expansion of processing power 

Miners generate revenue from both newly created crypto assets (known as the “block reward”) and from fees taken upon verification 

of transactions. If the aggregate revenue from transaction fees and the block reward is below a miner’s cost, the miner may cease 

operations. Additionally, in the event of a fork of the relevant crypto asset network, some miners may choose to mine the alternative 

new bitcoin resulting from the fork, thus reducing processing power on the original distributed-ledger network. An acute cessation 

of mining operations would reduce the collective processing power on the distributed-ledger network, which would adversely affect 

the transaction verification process by temporarily decreasing the speed at which blocks are added to the distributed-ledger network 

and make the distributed-ledger network more vulnerable to a malicious actor obtaining control in excess of 50% of the processing 

power on the distributed-ledger network. Reductions in processing power could result in material, though temporary, delays in 

transaction confirmation time. Any reduction in confidence in the transaction verification process or mining processing power may 

adversely impact the value of an investment in the Product or the ability of the Issuer to operate. 

Potential of collusion to raise transaction fees 

Crypto asset miners, functioning in their transaction confirmation capacity, collect fees for each transaction they confirm. Miners 

validate unconfirmed transactions by adding the previously unconfirmed transactions to new blocks in the distributed-ledger 

network. Miners are not forced to confirm any specific transaction, but they are economically incentivized to confirm valid 

transactions as a means of collecting fees. Miners have historically accepted relatively low transaction confirmation fees, because 

miners have a very low marginal cost of validating unconfirmed transactions. If miners collude in an anticompetitive manner to reject 

low transaction fees, then crypto asset users could be forced to pay higher fees, thus reducing the attractiveness of the relevant 

crypto asset network. Crypto assets mining occurs globally, and it may be difficult for authorities to apply antitrust regulations across 

multiple jurisdictions. Any collusion among miners may adversely impact the attractiveness of crypto asset networks and may 

adversely impact the value of an investment in the Product or the ability of the Issuer to operate. 

Market moving events 

The price of underlying assets may be affected by other vehicles investing in or otherwise tracking the crypto market. These include, 

but are not limited to, future contracts, funds and exchange traded products. If any of these instruments investing in the asset class 

come to represent a significant portion of demand or supply, large issuances or redemptions could impact the global price of the 

asset and value of the Product. 

Innovation 

It is currently unclear which crypto assets will become dominant, as the sector continues to innovate and evolve. Changes in the 

viability of any crypto ecosystem may adversely impact pricing and liquidity of the crypto assets and, therefore, of the Product. 

Competition 

crypto assets face significant competition amongst each other, as well as from other technologies or payment forms, such as Swift, 

ACH, remittance networks, credit cards and cash. Crypto assets make up a very small percentage of global payments. There is no 

guarantee that crypto assets will become a dominant form of payments, store of value or method of exchange. 

Limited liquidity and trading volume 

Liquidity in crypto assets is significantly lower than other major currencies, such as U.S. Dollars, Euros or Japanese Yen, as well as 

certain stocks, bonds and structured products. As such, there is a greater possibility of market moving events such as a single large 

sale effecting the global market. Furthermore, liquidity crunches may also occur as a result of lower overall liquidity. In this case, it 

may be difficult or impossible to buy or sell underlying crypto assets, resulting in a significant loss of value. This risk increases 

significantly as the market capitalization and liquidity of a crypto asset declines and, accordingly, may be a more important risk for 

assets with lower market capitalization, such as Litecoin and Bitcoin Cash. 
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Large-scale sales of crypto assets 

Political or economic events, either domestically or in foreign jurisdictions, may motivate large-scale buys or sales of crypto assets. 

Large-scale sales of crypto assets may result in a decline in the price of crypto assets, which may adversely affect an investment in 

the Product. 

Actions of early crypto asset adopters 

There is no registry showing which individuals or entities own crypto assets or the quantity of crypto assets owned by any particular 

person or entity. It is possible, and in fact, reasonably likely, that a small group of early crypto assets adopters hold a significant 

proportion of the crypto assets that has thus far been created. There are no regulations in place that would prevent a large holder 

of crypto assets from selling their crypto assets. Such crypto assets sales may adversely affect the price of crypto assets and an 

investment in the Product. 

Other risks 

In addition to the risks included in this Annex 3, there are other risks associated with the Product, including those that the Issuer 

cannot anticipate. Such risks may further materialize as unanticipated variations or combinations of the risks discussed in this Annex 

3 or other risks. 

 

 

 


