ANNUAL 2021 COMMENTARY

Ether ETF
The Evolve cryptocurrency ETFs provides investors with exposure to the daily price movements
of the U.S. dollar price of bitcoin and ether while experiencing minimal tracking error by utilizing the
benefits of the creation and redemption processes offered by the exchange traded fund structure.

ETF TICKERS: ETHR (UNHEDGED); ETHR.U (USD)

Ethereum was the best performing cryptocurrency in 2021.
It opened the year at $730 USD and closed at $3,682, for a
gain of over 404%.1 The cryptocurrency climbed to $4,169
on May 11th, at the same time as Bitcoin slumped following
Tesla’s Elon Musk’s announcement that the car manufacturer
would no longer accept Bitcoin as payment for its vehicles.
Ethereum reached a record high of $4,870 in November, in
the same month that Bitcoin also achieved its record high.

funding reached these companies in 2021, which is more than
the total amount raised from 2017 to 2020.6

During the year, Etherium was adopted by several
major companies. For example, the ING Group, a Dutch
multinational bank, which uses Ethereum to settle
payments, bilateral lines of credit, and trading documents.
TD Ameritrade, part of discount broker Charles Schwab Corp.,
uses Ethereum to facilitate smart contract future trades, while
the French video game titan Ubisoft Entertainment SA is
using Ethereum as the basis for in-game purchases. JPMorgan
Chase & Co. is in the meantime looking to integrate its own
digital coin (the JPM coin) with smart contracts via Ethereum.2

In the U.S., during testimony before the House Financial
Services Committee, Securities and Exchange Commission
(SEC) Chairman Gary Gensler suggested that Congress
could grant federal regulatory oversight authority over
cryptocurrency. He said that regulation of crypto exchanges
would help protect cryptocurrency investors given that, as of
now, the SEC has limited jurisdiction in the crypto space.

Regardless of these positive headlines, adoption of Etherium
has been something of a mixed bag during the year
according to a report titled “Ethereum in 2021 – A Year In
Review” by Fully Crypto. The report states that that on the
positive side, the DeFi (decentralized finance space) continued
to grow and Ethereum continued to be the blockchain that
underpins most of it, while the explosion of non-fungible
tokens (NFT) undoubtedly helped Ethereum to acieve record
breaking gains this year. However, it’s pretty clear that the
next generation of crypto, the metaverse and Web 3.0, will
not be built on Ethereum, which is troubling for its continued
growth.3
Therefore, “Ethereum 2.0, with its deflationary mechanism
and transactional overhaul, needs to come quickly in 2022
and be successful almost instantly. Otherwise, projects
currently using Ethereum are likely to seek moves to other
platforms due to the transaction fees being imposed on
users.”4
When Ethereum completes its transition to Proof-ofStake (PoS) and away from PoW, or Proof-of-Work, as part
of Ethereum 2.0, one of the many improvements will be
to the energy efficacy of the Ethereum blockchain. While
the current PoW standard consumes as much energy as a
medium-sized country to keep the PoW chain safe, with the
switch to PoS, energy consumption will drop by a staggering
95.5%. Instead of a medium-sized country, PoS Ethereum
will use approximately the same amount of energy as a small
American town of just 2100 homes.5
During 2021, capital poured into blockchain and crypto
companies. According to data from Blockdata, $23 billion of

On the regulatory front, China banned bitcoin mining and
crypto trading outright, while the Bank of England said that
the growth of crypto assets poses a potential threat in a
Financial Stability Report as it becomes increasingly linked to
wider financial networks.7

Gensler made no specific suggestions for what kind of
regulatory regime he might propose for greater oversight by
either the SEC or its sister agency, the Commodity Futures
Trading Commission (CFTC). However, what is clear is that
Gensler is particularly concerned with preventing possible
fraud or manipulation around the cryptocurrency markets.8
At a corporate level, Coinbase Global, the largest crypto
exchange in the US went public on the Nasdaq in April at
a valuation of nearly $100 billion. Coinbase shares began
trading at $381 a share, a more than 50% jump from the
reference price for its stock of $250 a share. The company
listed its shares directly on the Nasdaq, as opposed to selling
new stock through an initial public offering.9
During the year, online payments company PayPal made
several cryptocurrency announcements. The company,
which last year added the ability for users to buy, hold and
sell cryptocurrency, announced they will allow customers
who hold digital currencies to convert their holdings into
fiat currencies at checkouts to make purchases. The crypto
payments will work the same as a credit card or a debit
card currently works inside a PayPal wallet. By pushing
cryptocurrency as a payment method to its 29 million+ online
merchants, PayPal makes itself one of the largest mainstream
financial companies to open its network to cryptocurrencies.10
PayPal can transact in Bitcoin, Ethereum, Bitcoin Cash, and
Litecoin.11
PayPal will also allow users to withdraw cryptocurrency held
in PayPal accounts off-platform and into third-party wallets.12

Ether ETF
Performance Attribution
ETHR provides investors with exposure to the daily price movements of the U.S. dollar price of Ether while experiencing minimal
tracking error by utilizing the benefits of the creation and redemption processes offered by the exchange-traded fund structure.
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Commissions, trailing commissions, management fees and expenses all may be associated with exchange traded mutual funds (ETFs) and mutual funds. Please read
the prospectus before investing. ETFs and mutual funds are not guaranteed, their values change frequently and past performance may not be repeated. There are risks
involved with investing in ETFs and mutual funds. Please read the prospectus for a complete description of risks relevant to the ETF and mutual fund. Investors may
incur customary brokerage commissions in buying or selling ETF and mutual fund units. This communication is intended for informational purposes only and is not, and
should not be construed as, investment and/or tax advice to any individual.
The indicated rates of return are the historical annual compound total returns net of fees (except for figures of one year or less, which are simple total returns) including
changes in per unit value and reinvestment of all dividends or distributions and do not take into account sales, redemption, distribution or optional charges or income
taxes payable by any securityholder that would have reduced returns. The rates of return shown in the table are not intended to reflect future values of the ETF or returns
on investment in the ETF. ETFs are not guaranteed, their values change frequently, and past performance may not be repeated.
Certain statements contained in this documentation constitute forward-looking information within the meaning of Canadian securities laws. Forward-looking
information may relate to a future outlook and anticipated distributions, events or results and may include statements regarding future financial performance. In
some cases, forward-looking information can be identified by terms such as “may”, “will”, “should”, “expect”, “anticipate”, “believe”, “intend” or other similar expressions
concerning matters that are not historical facts. Actual results may vary from such forward-looking information. Evolve undertakes no obligation to update publicly
or otherwise revise any forward-looking statement whether as a result of new information, future events or other such factors which affect this information, except as
required by law.
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