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Introduction

2024 redefined the institutional bitcoin narrative. The U.S. Securities and Exchange Commission’s
(SEC’s) long-awaited spot bitcoin exchange-traded fund (ETF) approval finally cracked open

the floodgates — ushering in a wall of institutional money and new competitive dynamics. This
rapid shift sparked a new wave of institutionalisation, with bitcoin increasingly recognised as a
strategic asset in diversified portfolios.

Why the surge in interest? Because direct crypto investment is still a logistical and security
nightmare. Wallets, private keys, opaque fees and fragmented exchanges make crypto ownership
a poor fit for scalable institutional investment. Physically backed bitcoin exchange-traded
products (ETPs) solve this problem by offering clean, familiar access via exchange-traded
structure — no wallets, no keys, no admin. Just a single security, created for institutional
convenience.

What is often overlooked, especially in the U.S. narratives, is that Europe has been ahead of the
curve. Physically backed crypto ETPs such as WisdomTree Physical Bitcoin (BTCW) have been
trading in Europe since 2019; half a decade before the SEC moved. While both regions aim to

provide secure bitcoin access, subtle structural differences can have far-reaching consequences
for costs, execution efficiency and overall security.

Structure

Most U.S. ETFs are established as trusts under the legal framework of the Securities Act of

1933. This act plays a critical role in enabling access to single commodities, such as physical
spot products, that fall outside the scope of the more restrictive Investment Company Act of
1940. The latter imposes diversification and income distribution requirements that physical
commodities, by their nature, cannot meet. Despite this distinction, U.S. listed products offering
exposure to single commodities are still widely referred to as ‘funds’, a term that diverges from
European conventions.

In Europe, the situation is notably different. The UCITS! framework — the gold standard for retail
fund regulation — explicitly prohibits single commodity exposures due to its strict diversification
criteria. As a result, issuers looking to provide access to physical spot commodities have adopted
alternative structures, most commonly the perpetual debt model. While this structure does

not carry the ‘fund’ label, it delivers a similar investment experience. It offers robust investor
protections, full asset transparency, as seen in BTCW, and the oversight of an independent
trustee who holds legal title to the underlying assets and acts in the interest of investors.

1 UCITS: Undertakings for the Collective Investment in Transferable Securities.
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For most investors, the ETF versus ETP label is a matter of regional semantics, a reflection of
differing legal structures and regulatory frameworks rather than any material divergence in
investment outcomes. Much like a U.S. ETF, a European ETP such as BTCW offers institutional
grade access to bitcoin: liquid, transparent and cost-efficient.

In-kind vs cash

Allinvestors in ETPs transact on the secondary market, typically via stock exchanges, either
directly as professional investors or indirectly through brokers. However, a critical and often
overlooked component of ETPs lies in the primary market where shares are created and
redeemed daily at fair value, without any explicit limit, by specialised institutions known as
authorised participants (APs).

APs are typically large, reputable financial entities that act as market makers and liquidity
providers. Their role is vital: they sit at the intersection between investors and issuers, ensuring
that ETPs efficiently track the value of their underlying assets throughout the trading day. This
tight tracking is enabled by the creation and redemption mechanism, which adjusts the number
of ETP shares in circulation in line with market demand.

Crucially, whenever new shares are created or existing ones redeemed, there must be a
corresponding change in the quantity of underlying assets held by the ETP. This ensures the
product maintains 1:1 backing with the asset it represents. There are two primary methods for
processing these transactions:

Cash: APs and the issuer exchange cash for ETP shares. This requires the issuer to buy or
sell the underlying asset on the open market.

@

S
In-kind: APs deliver or receive the actual underlying asset in exchange for ETP shares.

In the U.S., crypto ETFs used to be limited to cash creations and redemptions, whereas Europe’s
more flexible framework has always accommodated both in-kind and cash transactions — a
distinction that carries meaningful implications.

On 29 July 2025, the U.S. SEC approved in-kind creation and redemption for physical Bitcoin and
Ethereum ETFs.
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Figure 1: Cash
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Figure 2: In-kind
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At first glance, cash-based creations and redemptions may seem operationally straightforward.
However, this simplicity masks several hidden inefficiencies and risks that can impact end
investors:

+ Slippage costs: accepting cash orders forces issuers to execute crypto trades at a product’s
end-of-day net asset value (NAV), but market volatility often makes exact execution
impossible. The resulting slippage, combined with trading commissions and possible issuer
charges for additional operational tasks, may widen bid/ask spreads.

+ Delayed settlement: relying exclusively on cash orders introduces a time lag between
receiving funds and entering the crypto market. This gap not only prevents same-day (T+0)
creations but also exposes issuers to market timing risks that can affect execution quality.

+ Funding and counterparty risks: to ensure smooth primary market operations, issuers may
need to pre-fund crypto purchases or maintain short-term credit lines, exposing them to
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funding costs and risks. Simultaneously, reliance on centralised exchanges or over the counter
(OTC) desks introduces counterparty and operational risks, particularly in the absence of
instant settlement or during market stress.

+ Hot wallet exposure: executing crypto trades on exchanges requires the use of hot wallets:
online, operational wallets that, despite limited balances, remain vulnerable to cyber threats
and operational failures.

While the structural inefficiencies of cash-based flows may seem significant, they are generally
negligible in actual impact on performance and spreads, and they do offer certain benefits such
as wider AP participation. Specifically, traditional broker-dealers and market makers without
digital asset capabilities can still act as APs, supporting liquidity and reinforcing the integrity of
the primary market mechanism.

Conclusion

Ultimately, while primary market mechanics may seem abstract to end investors, they directly
shape the real-world performance, cost efficiency and risk profile of crypto ETPs.

The flexibility to operate in-kind is not a technical footnote; it is a structural advantage that
sharpens execution, compresses fees and strengthens custody safeguards. In a volatile and fast-
moving asset class, these operational nuances translate into meaningful investor outcomes.

For institutional investors seeking crypto exposure, wrapper design matters.

Glossary

Primary market: where APs create or redeem ETP shares directly with issuers.
Secondary market: public exchanges where investors buy and sell crypto ETP shares.

Authorised participant (AP): a regulated institution acting as a liquidity provider between
issuers and the market.

Hot wallet: internet-connected wallet used for active trading; higher cyber risk.
Cold wallet: offline wallet used for secure asset storage.

Slippage: the cost difference between NAV and the actual market execution price.
Cash: issuer receives/delivers fiat and buys/sells the underlying asset.

In-kind: issuer receives/delivers the crypto asset directly, bypassing the open market.
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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.

This marketing communication has been prepared for professional investors, but the
WisdomTree products set out in this document may be available in some jurisdictions to any
investors, subject to applicable laws and regulations. As the product may not be authorised
or its offering may be restricted in your jurisdiction, it is the responsibility of every person

or entity to satisfy themselves as to the full observance of the laws and regulations of the
relevant jurisdiction. Prior to any application investors are advised to take all necessary legal,
regulatory, tax and investment advice on the suitability and consequences of an investment
in the products. Past performance is not a reliable indicator of future performance. Any
historical performance included in this document may be based on back testing. Back
testing is the process of evaluating an investment strategy by applying it to historical data to
simulate what the performance of such strategy would have been. Back tested performance
is purely hypothetical and is provided in this document solely for informational purposes.
Back tested data does not represent actual performance and should not be interpreted as
an indication of actual or future performance. The value of any investment may be affected
by exchange rate movements. Any decision to invest should be based on the information
contained in the appropriate prospectus and after seeking independent investment, tax and
legal advice. These products may not be available in your market or suitable for you. The
content of this document does not constitute investment advice nor an offer for sale nor a
solicitation of an offer to buy any product or make any investment.

An investment in exchange-traded products (“ETPs”) is dependent on the performance of the
underlying index, less costs, but it is not expected to match that performance precisely. ETPs
involve numerous risks including among others, general market risks relating to the relevant
underlying index, credit risks on the provider of index swaps utilised in the ETP, exchange rate
risks, interest rate risks, inflationary risks, liquidity risks and legal and regulatory risks.

The information contained in 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 in
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the United States or any province or territory thereof, where none of the issuers or their products
are authorised or registered for distribution and where no prospectus of any of the issuers has
been filed with any securities commission or regulatory authority. No document or information in
this document should be taken, transmitted or distributed (directly or indirectly) into the United
States. None of the issuers, nor any securities issued by them, have been or will be registered
under the United States Securities Act of 1933 or the Investment Company Act of 1940 or
qualified under any applicable state securities statutes.

This document may contain independent market commentary prepared by WisdomTree based
on publicly available information. Although WisdomTree endeavours to ensure the accuracy

of the content in this document, WisdomTree does not warrant or guarantee its accuracy or
correctness. Any third party data providers used to source the information in this document
make no warranties or representation of any kind relating to such data. 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.

This document may contain forward looking statements including statements regarding our
belief or current expectations with regards to the performance of certain assets classes and/or
sectors. Forward looking statements are subject to certain risks, uncertainties and assumptions.
There can be no assurance that such statements will be accurate and actual results could differ
materially from those anticipated in such statements. WisdomTree strongly recommends that
you do not place undue reliance on these forward-looking statements.

WisdomTree Issuer X Limited

The products discussed in this document are issued by WisdomTree Issuer X Limited (the
“Issuer”). Investors should read the prospectus of the Issuer before investing and should refer to
the section of the prospectus entitled “Risk Factors” for further details of risks associated with an
investment in the securities offered by the Issuer.

Securities issued by the Issuer are direct, limited recourse obligations of the Issuer alone and
are not obligations of or guaranteed by any of Swissquote Bank Ltd (“Swissquote”), Coinbase
Custody Trust Company LLC (“Coinbase”), any of their affiliates or anyone else or any of their
affiliates. Each of Swissquote and Coinbase disclaims all and any liability whether arising in tort,
contract or otherwise which it might have in respect of this document or its contents otherwise
arising in connection herewith.

The product discussed in this document is an unregulated ETP, approved to trade on the
London Stock Exchange, SIX Swiss Exchange in Switzerland, Euronext Paris, Euronext
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Amsterdam and the Deutsche Borse Xetra in Germany. Cryptocurrencies are a high-risk
investment and may not be suitable for all types of investor. Prospective investors should
be aware that the price of the underlying asset(s) by which the securities are secured can
demonstrate higher volatility than other asset classes and consequently the value of the
securities may be extremely volatile. You must ensure that the nature, complexity and
risks associated with cryptocurrencies are suitable for your objectives in light of your
circumstances and financial position.

The digital assets underlying WisdomTree’s exchange traded products are held using secure,
institutional-grade custody solutions that prevent unauthorised access or movement. Digital
assets are primarily stored offline in cold wallets and their transfer requires authorisation
from multiple independent parties with a redundancy of locations, communication methods
and authentication devices.

Our operational processes are regularly updated to protect against evolving threats and are
kept confidential for security reasons.

BTCW Index Disclaimer

All rights reserved. Compass has all proprietary rights with respect to the Compass Crypto
Reference Index Bitcoin. Compass disclaims any liability to any party for any inaccuracy in the
data on which the Index is based, for any mistakes, errors, omissions or interruptions in the
calculation and/or dissemination of the Index. In no event shall Compass have any liability for any
lost profits or indirect, punitive, special or consequential damages or losses, even if notified of
the possibility thereof.

Notice to Investors in Switzerland - Qualified Investors
This document constitutes an advertisement of the financial product(s) mentioned herein.
In Switzerland, this communication is only targeted at Qualified Investors.

The prospectus and the key investor information documents (KID) are available from
WisdomTree’s website: https://www.wisdomtree.eu/en-ch/resource-library/prospectus-and-

regulatory-reports

For Investors in Monaco

This communication is only intended for duly registered banks and/or licensed portfolio
management companies in Monaco. This communication must not be sent to the publicin
Monaco.

For Investors in Israel
Offering materials for the offering of the securities have not been filed with or approved or
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disapproved by the United States Securities and Exchange Commission or any other state or
federal regulatory authority, nor has any such regulatory authority passed upon or endorsed the
merits of this offering or passed upon the accuracy or completeness of any offering materials.
Any representation to the contrary is unlawful. The products mentioned herein have not been
approved by the Israel Securities Authority and will only be distributed to Israeli residentsin a
manner that will not constitute “an offer to the public” under sections 15 and 15a of the Israel
Securities Law, 5728-1968 (“the Securities Law”) or section 25 of the Joint Investment Trusts Law,
5754-1994 (“the Joint Investment Trusts Law “), as applicable. The products are being offered

to a limited number of investors (35 investors or fewer during any given 12 month period) and/
or those categories of investors listed in the First Addendum (“the Addendum?”) to the Securities
Law, “Sophisticated Investors”) who in each case have provided written confirmation that

they qualify as Sophisticated Investors, and that they are aware of the consequences of such
designation and agree thereto; in all cases under circumstances that will fall within the private
placement or other exemptions of the Joint Investment Trusts Law, the Securities Law and

any applicable guidelines, pronouncements or rulings issued from time to time by the Israel
Securities Authority.

This prospectus or this document may not be reproduced or used for any other purpose, nor be
furnished to any other person other than those to whom copies have been sent. Any offeree who
purchases a product is purchasing such product for its own benefit and account and not with
the aim or intention of distributing or offering such product to other parties (other than, in the
case of an offeree which is a Sophisticated Investor by virtue of it being a banking corporation,
portfolio manager or member of the Tel-Aviv Stock Exchange, as defined in the Addendum,
where such offeree is purchasing a product for another party which is a Sophisticated Investor).

Nothing in this document should be considered investment advice or investment marketing

as defined in the Regulation of Investment Counselling, Investment Marketing and Portfolio
Management Law, 5755-1995. Investors are encouraged to seek competent investment
counselling from a locally licensed investment counsel prior to making the investment. A
recipient of this document may be required to provide confirmation that it is a Sophisticated
Investor purchasing a product for its own account or, where applicable, for other Sophisticated
Investors.
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