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Executive summary

Crypto index construction has evolved from a niche exercise into a core pillar of institutional
digital asset investing. The challenge is not merely to mirror the market, but to create
transparent, rules-based frameworks that make this emerging asset class investable with
confidence.

Unlike equities, anchored by decades of regulation, uniform reporting standards, and deep
liquidity, crypto markets remain fragmented, volatile and rapidly changing. Estimating market
capitalisation, assessing liquidity and determining eligibility all require a robust but transparent
framework documented in a methodology. The absence of a central price source, a ‘consolidated
tape,’ and the variability of exchange quality further complicate index construction.

In this environment, the index methodology becomes the product. Each design decision

- eligibility thresholds, weighting scheme, rebalancing cadence and calculation frequency -
directly shapes investor outcomes. Governance and transparency are therefore not optional
but fundamental to maintaining credibility.

Effective crypto indices must:

+ Clearly define their investment objective and taxonomy to align design with purpose.
+ Apply disciplined eligibility filters and operational standards to ensure investability.
+ Balance concentration and innovation through adaptive weighting.

+ Maintain resilience with transparent rebalancing rules, contingency procedures and stress-
tested governance.

As institutions allocate more capital into digital assets, indices will serve as the trusted gateways
bridging crypto’s innovation with traditional standards of transparency and reliability. The
benchmarks that endure will combine clarity of purpose, rigorous design, and adaptability,
translating crypto’s complexity into investable structure.

Why crypto index construction is different

Equity indices operate in a world of stability and structure. Public companies follow strict
accounting standards, audited disclosures and consistent regulation. Deep liquidity and
well-defined sector classifications give these markets relative predictability. As a result, equity
index methodologies rarely need to address ease of implementation. They refine weightings,
geographic or sector balance, and rebalancing rules instead.
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Crypto, by contrast, lives in a far more fluid environment, one where even defining ‘market
capitalisation’ can be complex.

+ In equities, market cap is simply the share price multiplied by shares outstanding.

+ In crypto, estimating circulating supply requires excluding locked, staked, burned or
treasury-held tokens. Data providers often diverge, forcing index designers to choose
which feeds to trust. Exchange prices vary in quality and depth, so ‘market cap’ becomes
an interpretation rather than an observable fact.

Figure 1: lllustrative supply comparison
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Source: Artemis Terminal, WisdomTree, 9 October 2025. Historical performance is not an indication of future performance,
and any investment may go down in value.

This ambiguity extends to pricing and liquidity. While equities rely on consolidated prices and
transparent venues, crypto has no central source of truth. Centralised exchanges operate as
independent pools of liquidity with no regulatory monitoring.

Determining reliable price and liquidity metrics means deciding which venues count. Regulated
exchanges offer verifiable order books and compliance oversight. Offshore or unregulated
platforms might post higher volumes but include wash trading or synthetic liquidity. Robust
methodologies must therefore specify eligible exchanges, trading pairs, and procedures for
handling outliers.
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Liquidity quality matters as much as volume. Tokens traded primarily in thin or exotic pairs - or
dominated by perpetual futures - offer misleading liquidity signals. Institutional-grade indices
usually exclude decentralised exchanges (DEXs) and derivatives when measuring liquidity,
focusing instead on consistent spot market activity. They reject outlier prices and thin volumes
to maintain methodological integrity.

Figure 2: 90-day annualised volatility comparison
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Source: Artemis Terminal, WisdomTree, 9 October 2025. Historical performance is not an indication of future performance, and
any investment may go down in value.

+ High volatility: daily swings of 5-10% are common, with annualised volatility regularly
above 60%, far exceeding equities. Such instability drives frequent index adjustments and
conservative caps to limit concentration.

+ Liquidity fragmentation and regulation: trading spans dozens of centralised and
decentralised venues with uneven transparency and counterparty risk. Regulated exchanges
provide price integrity and investor protection. Unregulated venues may inflate volumes
or operate without oversight, complicating accurate weighting. Credible indices therefore
prioritise verified liquidity.

+ Jurisdictional divergence: regulatory treatment differs widely. A token may be tradable in
Europe but restricted in the United States (US) or Asia. Divergent classifications - commodity
versus security - directly influence index eligibility. Methodologies must adapt to shifting legal
frameworks while maintaining consistency across regions.
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Consequently, a ‘Crypto 500’ could not mirror an S&P 500. Constituents would turn over rapidly,
liquidity would vary, and bitcoin and Ether would dominate. The structural foundation equities
enjoy simply does not exist in crypto. Index methodologies must confront these unique risks
directly.

Crypto index designers can also borrow lessons from other asset classes:

+ Fixed income: market-cap weighting can overweight the most indebted issuers, a cautionary
structural bias.

+ Commodities: weighting focuses on production and liquidity rather than market value.

Effective crypto index design must reflect the market’s evolving nature while addressing its
fragility, concentration, and regulatory uncertainty.

Defining the investment objective

Every robust index begins with a clear statement of purpose. Without this, an index becomes a
collection of assets rather than a coherent investment tool.

Objectives should map directly to methodology choices:
+ Market indices: capture the overall growth of the digital asset market.

+ Factor-tilted indices: overweight based on developer activity, network usage, lower volatility,
amongst others.

+ Thematic indices: focus on specific narratives, such as decentralised finance (DeFi),
memecoins,' Layer-1 ecosystems, amongst others.

Of course, objectives must be grounded in a clear taxonomy to ensure transparency for investors
and methodological discipline for index committees. For example:

+ Abroad beta index could span multiple categories such as layer-1 payments, layer-1 smart
contract platforms, and DeFi.

+ Athematic DeFiindex should include only tokens aligned with DeFi protocols, not loosely
related projects.

By mapping objectives to taxonomy, investors gain clarity on whether the index is a broad
exposure tool, a targeted tilt, or a narrative-driven benchmark. That transparency sets
expectations and builds trust.

1 A memecoinisa cryptocurrency that’s been inspired by internet memes or trends.
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Figure 3: WisdomTree digital assets taxonomy
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Source: WisdomTree, October 2025.

It’s no surprise that every objective comes with trade-offs. This is because each design choice
forces index creators to prioritise one dimension of robustness over another. For example:

+ Broad exposure means higher risk and turnover.
+ Diversification reduces concentration but can dilute exposure to top performers.
+ Low turnover saves costs but risks lagging innovation.

Clarity of purpose enables index designers to spell out these trade-offs openly, showing where
compromises are made and why. This transparency gives investors the tools to judge suitability
and align allocations with their broader strategic objectives, whether that is capturing broad
market growth, targeting specific factors, or pursuing thematic exposure.

For Financial Professional Use Only



WisdomTree: Crypto Index Construction

Universe selection and eligibility

Once the index objective is defined, it’s crucial to spell out in detail how constituents will be
selected. This step transforms an abstract purpose into an investable universe.

For each potential constituent, most indices set minimum requirements to ensure scale, liquidity,
and durability. These guardrails help filter out assets that may appear attractive in the short term
but fail the tests of institutional viability:

+ Minimum market capitalisation thresholds to guarantee sufficient scale.
+ Minimum trading volume standards to confirm liquidity and tradability.

+ Historical performance requirements to demonstrate consistent adherence to criteria,
avoiding short-lived spikes.

Figure 4: CoinDesk 20 index universe eligibility

1. The digital asset must be:

a. Among the largest 250 digital assets by market capitalisation, excluding stablecoins.?

b. Able to support an applicable Reference Rate.

2. The digital asset must not be:

a. Awrapped, pegged or staked asset or a gas token.

b. Amemecoin or a privacy token.

¢. An asset that meets the definition of a security as defined in the Policy Methodology.

3. The digital asset must be listed as a USD and/or USDC pair on a minimum of three exchanges that contribute

to the applicable Reference Rate and meet the following requirements:

a. At least one listing has existed for the previous 90 days.

b. Atleastone listing is available to U.S. customers.

c. There has been trade volume in each contributing pair in each of the previous 30 days on three
or more contributing exchanges.

Source: CoinDesk 20 Index Methodology, April 2025. The Index Committee reserves the right to relax the eligibility criteria if an
insufficient number of digital assets qualify. Reference Rate = constituent price calculated using CoinDesk Benchmark Rates.

2 Astablecoinis a cryptocurrency that pegs its value to a fiat currency.
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While quantitative filters provide clear and binary thresholds, they cannot by themselves ensure
a robust investable universe. Qualitative judgement must complement them.

For example, the Index Committee may exercise discretion to relax quantitative thresholds when
an insufficient number of digital assets meet the criteria, as seen in the CoinDesk 20 index in
Figure 4 - but any such exceptions must follow strict, transparent governance procedures and be
clearly communicated to investors. Transparency is essential as it is the foundation upon which
trust is built and sustained.

Beyond quantitative screens and qualitative discretion, operational standards form the third
pillar of institutional credibility. These standards ensure that index constituents are not only
investable on paper but also replicable in practice. For example, all constituents must be:

+ Supported by tier 1 custodians with proven security and compliance practices.

+ Approved for trading and listing by leading European venues such as SIX, Euronext, and Xetra,
providing investors with assurance of proper vetting and market accessibility.

Index weighting methodologies

Index weighting must align closely with the stated objective of the index, and the weighting
methodology materially shapes outcomes for investors.

+ Market-cap weighting: simple and intuitive for broad market exposure, but in crypto it risks
overconcentration in bitcoin, heightened vulnerability to sharp corrections, and high turnover
during market volatility.

+ Capped market-cap weighting: preserves proportionality to asset size while imposing ceilings
to prevent dominance, balancing large caps with mid and small caps.

+ Equal weighting: assigns the same weight to each asset, boosting smaller tokens’ impact.
This increases potential growth but also volatility and turnover, making it suitable for thematic
or discovery-driven baskets.

+ Factor-tilted weighting: adjusts based on crypto-specific factors like developer activity or
protocol usage. These require transparent, consistent measurement.

+ Sector-neutral weighting: ensures balanced exposure across defined sectors such as
infrastructure, DeFi, or payments, preventing overconcentration in dominant categories
and aligning more closely with diversified equity index practices.

For Financial Professional Use Only 7



WisdomTree: Crypto Index Construction

Figure 5: Side-by-side comparison of CoinDesk 5 and CoinDesk 5 Equally
Weighted indices

CoinDesk 5 CoinDesk 5 Equally Weighted

Bitcoin 73.47% 20.00%
Ether 16.32% 20.00%
XRP 5.49% 20.00%
Solana 3.75% 20.00%
Cardano 0.97% 20.00%

Source: CoinDesk Indices announces final October 2025 reconstitution results for the CoinDesk 20 Index family. 3 October 2025.

Ultimately, indices must balance mega cap stability with the growth potential of altcoins® while
ensuring resilience during stress. Market-cap weighting alone rarely achieves this, and smarter
alternatives or hybrids often prove more robust.

Rebalancing and reconstitution

Designing a crypto index is difficult, but the real test lies in ongoing maintenance. Once launched,
an index must be rebalanced and reconstituted at regular intervals to remain relevant and
investable. This process involves weighing the benefits of responsiveness against the costs of
turnover and operational complexity. The central challenge is striking the right balance between
frequency and stability:

+ Monthly: responsive but costly and operationally complex.
+ Quarterly: practical balance between responsiveness and stability.
+ Semi-annual: reduces costs but risks lagging market developments.

Indices must also spell out clear, rules-based responses to disruptive events. These guidelines
act as contingency plans that preserve index integrity during shocks and ensure investors can
continue to rely on the benchmark:

+ Hard forks split chains into competing assets.

+ Token migrations move projects to new blockchains.

+ Governance breakdowns cause leadership or decision-making crises.
+ Exchange delistings abruptly cut liquidity.

These events are particularly disruptive in crypto. Transparent rules for each scenario ensure
indices remain stable, aligned with objectives, and trustworthy for investors.

3 An altcoin refers to any cryptocurrency that isn’t bitcoin.
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Risk management considerations

Crypto risk extends far beyond simple volatility. Concentration in a few dominant assets exposes
investors to amplified market swings, while liquidity can vanish suddenly, widening spreads and
making positions difficult to exit. Operational vulnerabilities such as custody failures, exchange
hacks, or outages add fragility. On top of this, regulatory changes can instantly alter accessibility,

and governance conflicts within protocols can destabilise entire ecosystems. Combined, these
factors create a uniquely complex risk environment for crypto indices to navigate.

Managing this environment demands structured, proactive measures rather than passive

observation. Key mechanisms include:

+

Concentration caps that limit any single asset’s dominance to promote diversification
and reduce drawdown risk.

Liquidity stress testing and scenario analysis to assess whether rebalancing and execution
remain feasible during extreme market stress, ensuring indices function even under duress.

Clear token migration policies that define governance protocols for handling token swaps,
chain migrations, and re-denominations, with mandatory public notification and transparent
consultation for methodology changes.

Regulatory and compliance filters that enforce eligibility rules to exclude tokens likely to
be classified as securities and ensure trading occurs on licensed exchanges. Independent
governance committees reinforce accountability and oversight.

Index calculation frequency and reference rates that specify whether prices update in
real time or at fixed intervals (for example, hourly), specifying approved data sources and
protocols for 24/7 markets.

Ultimately, resilient governance remains the foundation of institutional trust. Rules-based,
transparent responses during crises preserve confidence, whereas discretionary or improvised
decisions can quickly erode it.
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Performance analysis and backtesting

Over the past couple of years, crypto baskets have delivered extraordinary annualised returns
compared to equities, often multiples higher.

Figure 6: Side-by-side performance comparison
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Source: Artemis Terminal, Optuma, WisdomTree, 30 September 2025. Historical performance is not an indication of future
performance, and any investment may go down in value.

Yet these gains came with costs. Volatility spiked to extremes unseen in traditional markets,
and drawdowns regularly erased large portions of value in short periods. This asymmetry -
high upside potential alongside deep downside risk - underscores why performance analysis
for crypto indices must go well beyond headline returns.

Robust backtesting is essential to produce results investors can trust. Methodologies must
control for survivorship bias by including delisted or failed assets, account for forks and token
migrations that alter asset histories, and rely on complete, high-quality data sets rather than
selective snapshots. Without these safeguards, back tests risk overstating performance and
understating risk.
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Investors evaluating crypto indices increasingly demand a multidimensional performance lens:

+

Risk-adjusted return measures (Sharpe, Sortino, Information ratios) assess how efficiently
an index transforms volatility into excess returns. The Sharpe ratio measures reward per unit
of total risk, the Sortino ratio isolates downside volatility, and the Information ratio compares
performance relative to a benchmark, helping investors distinguish skill from luck.

Maximum drawdowns quantify the deepest loss from peak to trough and the time required to
recover. This measure captures investor pain during downturns and highlights how resilient an
index is under stress.

Skewness and kurtosis analyse the shape of return distributions. Negative skewness indicates
more frequent large losses, while high kurtosis suggests fat tails and heightened crash risk.
These are critical insights for assessing asymmetric risk.

Cross-asset and intra-crypto correlations evaluate diversification potential. Low correlations
between crypto and traditional assets can reduce portfolio volatility, but rising correlations
within crypto may signal systemic risks or reduced diversification benefits.

Together, these metrics paint a fuller picture of resilience.

Figure 7. Correlations between bitcoin and most traditional assets are around
or below 20%

Equities Small Caps All Fixed Income |G Bonds Treasuries Corporates High Yield Commodities Gold Infrastructure REITS Legend
Bitcoin
Equities

Small Caps

All Fixed Income

1G Bonds 52% 42% 50% 0.6
Treasuries 53% 35% 42% 0.5
Corporates 74% 17% 45% 56% 64% 0.4
High Yield 39% 29% 73% - 0.3

Commodities 35% 38% 33% 0.2

Gold 28% 28%
Infrastructure -

Source: Bloomberg, WisdomTree. From 31 December 2013 to 30 September 2025. In USD. Based on weekly returns. You cannot
invest directly in an index. Historical performance is not an indication of future performance, and any investment may
go down in value.
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Indices that incorporate concentration caps, meaningful diversification and conservative
weighting tend to achieve stronger risk-adjusted profiles. This differentiates robust investment
vehicles from fragile constructs that look strong only in bull markets but falter when tested
under stress.

Conclusion

In crypto, methodology determines outcomes and is the backbone of credibility and
performance. Thoughtful design reduces concentration, enhances resilience, and builds
the institutional confidence needed for long-term adoption.

As digital assets mature, the benchmarks that matter will be those combining clarity,
transparency and disciplined governance with adaptability to evolving technology and
regulation. Methodology must not only capture market growth but do so responsibly, ensuring
the index remains replicable, liquid and compliant.

The CoinDesk approach reflects this philosophy: grounded in rigour, responsive to innovation
and committed to institutional standards that turn volatility and complexity into structured
opportunity.
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Important information

Marketing communications issued in the European Economic Area (“EEA”): This document has
been issued and approved by WisdomTree Ireland Limited, which is authorised and regulated by
the Central Bank of Ireland.

Marketing communications issued in jurisdictions outside of the EEA: This document has been
issued and approved by WisdomTree UK Limited, which is authorised and regulated by the United
Kingdom Financial Conduct Authority.

WisdomTree Ireland Limited and WisdomTree UK Limited are each referred to as “WisdomTree”
(as applicable). Our Conflicts of Interest Policy and Inventory are available on request.

The information contained in this document is for your general information only and

is neither an offer for sale nor a solicitation of an offer to buy securities or shares. This
document should not be used as the basis for any investment decision. Investments may go
up or down in value and you may lose some or all of the amount invested. Past performance
is not necessarily a guide to future performance. Any decision to invest should be based on
the information contained in the appropriate prospectus and after seeking independent
investment, tax and legal advice.

The application of regulations and tax laws can often lead to a number of different
interpretations. Any views or opinions expressed in this communication represent the views
of WisdomTree and should not be construed as regulatory, tax or legal advice. WisdomTree
makes no warranty or representation as to the accuracy of any of the views or opinions
expressed in this communication. Any decision to invest should be based on the information
contained in the appropriate prospectus and after seeking independent investment, tax and
legal advice.

This document is not, and under no circumstances is to be construed as, an advertisement or
any other step in furtherance of a public offering of shares or securities in the United States or
any province or territory thereof. Neither this document nor any copy hereof should be taken,
transmitted or distributed (directly or indirectly) into the United States.

Although WisdomTree endeavours to ensure the accuracy of the content in this document,
WisdomTree does not warrant or guarantee its accuracy or correctness. Where WisdomTree

has expressed its own opinions related to product or market activity, these views may change.
Neither WisdomTree, nor any affiliate, nor any of their respective officers, directors, partners, or
employees accepts any liability whatsoever for any direct or consequential loss arising from any
use of this document or its contents.
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CoinDesk Indices Disclaimer

CoinDesk is a portfolio company of the Bullish Group. CoinDesk Indices, Inc., including CC Data
Limited, its affiliate which performs certain outsourced administration and calculation services
on its behalf (collectively, “CoinDesk Indices”), does not sponsor, endorse, sell, promote, or
manage any investment offered by any third party that seeks to provide an investment return
based on the performance of any index. CoinDesk Indices is neither an investment adviser nor

a commodity trading advisor and makes no representation regarding the advisability of making
an investment linked to any CoinDesk Indices index. CoinDesk Indices does not act as a fiduciary.
A decision to invest in any asset linked to a CoinDesk Indices index should not be made in
reliance on any of the statements set forth in this document or elsewhere by CoinDesk Indices.
All content displayed here or otherwise used in connection with any CoinDesk Indices index

(the “Content”) is owned by CoinDesk Indices and/or its third-party data providers and licensors,
unless stated otherwise by CoinDesk Indices. CoinDesk Indices does not guarantee the accuracy,
completeness, timeliness, adequacy, validity, or availability of any of the Content. CoinDesk
Indices is not responsible for any errors or omissions, regardless of the cause, in the results
obtained from the use of any of the Content. CoinDesk Indices does not assume any obligation
to update the Content following publication in any form or format.

Forward-Looking Statements

This press release contains “forward-looking statements” within the meaning of the Private
Securities Litigation Reform Act of 1995. Sentences containing words such as “believe,” “intend,”
“plan,” “may,” “expect,” “should,” “could,” “anticipate,” “estimate,” “predict,” “project,” or their
negatives, or other similar expressions of a future or forward-looking nature generally should

be considered forward-looking statements and include, without limitation, statements relating
to future events or Bullish’s future financial or operating performance, business strategy, and
potential market opportunity, including the growth of Bullish’s Indices and Data business. Such
forward-looking statements are based upon estimates and assumptions that, while considered
reasonable by Bullish, are inherently uncertain and are subject to risks, uncertainties, and other
factors which could cause actual results to differ materially from those expressed or implied by
such forward-looking statements. Factors that may cause results to differ from those expressed
in our forward-looking statements include, but are not limited, to our ability to grow our business
and operations, including in new geographic locations, the costs or expenditures associated
therewith, competition in our industry, and the evolving rules and regulations applicable to
digital assets and our industry. You should not place undue reliance on any such forward-looking
statements, which speak only as of the date they are made, and Bullish undertakes no duty to

” o« » <« » «

update these forward-looking statements.
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