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Executive Summary

Humanity is naturally converging on a global Bitcoin Standard due to BTC having unrivaled
monetary properties. This Blockware Intelligence Research Report forecasts the future purchasing
power of BTC as it becomes the dominant store of value through the demonetization of other asset

classes.
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The nominal value of assets is determined by their utility value plus a monetary/savings premium. Fiat currencies have
failed to store wealth across time thus incentivizing humans to use non-cash assets in order to preserve wealth; resulting
in some percentage of said asset’s nominal value being a monetary premium. A hyperbitcoinized world will result in BTC
absorbing the monetary premium of other asset classes.

a.  Utility Value: The total satisfaction or benefit derived from consuming a good or service.
b.  Monetary Premium: The portion of a good’s nominal value owed to its use as a store of value.

The market cap of BTC is currently ~0.05% of the total market cap of all financial assets. Gold, Base Money, Equities, Debt,
and Real Estate represent the other 99.95%. Should BTC cannibalize the monetary premium of these financial assets it
would then represent ~61.38% of the total market cap of financial assets.

The devaluation of fiat money via monetary expansion results in it poorly servicing the unit of account monetary function
as $1 yields a diminishing quantity of real goods over time. Our forecasts are quantified using 2021 US Dollars as the unit
of account. However, should the hyperbitcoinization thesis play out, expansion of the fiat monetary base will be a driving
factor. As such, the nominal growth of BTC's market cap, as well as the nominal demonetization of the market caps of other
asset classes, will likely be much higher than the real values projected in our forecast.

a.  Hyperbitcoinization: The adoption of Bitcoin as the world’s reserve currency

All content is for informational purposes only. This Blockware Intelligence Slide Deck is of general nature and does consider or address any individual circumstances and is not investment advice, nor should it be construed
in any way as tax, accounting, legal, business, financial or regulatory advice. You should seek independent legal and financial advice, including advice as to tax consequences, before making any investment decision.
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4. The methodology used to determine the monetary premium of each demonetizable asset class varies. For a detailed
breakdown of each methodology, see the slides of each individual asset class. The estimated monetary premium’s of each
asset class are listed below in order of addressable market caps, smallest to largest.
a. Gold:53%
b.  Base Money (all fiat currencies, in USD terms): 100%
c. Equities: 58.7%
d.  Debt: 100%
e. Real Estate: 23.1%
5. How a Global Bitcoin Standard will alter traditional market dynamics:
a. Absent monetary expansion, long term changes in equity valuations will primarily be a result of changes in productivity. Under the fiat
standard, any increase in the nominal valuation of equities less increases in overall productivity can be attributed to a monetary
premium bestowed upon the asset class.
b.  Absent monetary expansion, the purchasing power of money generally increases at the same rate as productivity. After BTC has
absorbed the monetary premium of other financial assets, it is likely that BTC purchasing power will continue to increase in perpetuity
in accordance with productivity increases resulting from technological advancements. Deflationary prices consequence of BTC's
increasing purchasing power will switch the incentive structure to one that rewards savers and disincentivizes debt. —
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BTC as a Store of Value E\f

Due to the failure of fiat to maintain its value over time, humans are
forced to use non-monetary goods as tools for savings. The nominal
market value of assets is comprised of their utility value, the value
derived from direct consumption of the good, plus a monetary (savings)
premium, value attributed to use of the good as a store of value. Under
a global Bitcoin Standard, with BTC serving as a savings mechanism free
from counterparty risk and debasement via inflation, humans will no
longer be forced to use risk assets as savings vehicles; thus the
monetary premium will be greatly reduced. Assets will be priced on
their utility, and the function of supply and demand. During the
transition to a Bitcoin Standard, BTC will absorb the monetary premium
of other asset classes.

Despite already having widespread notoriety, BTC is still in its infancy
as a store of value. When juxtaposed with other assets the market cap
of BTC is fairly high, ranking 14th against public companies and
precious metals, but BTC is more than just a unique asset. BTC is a
unique asset class and, as such, it should be compared to the market caps
of other asset classes.
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Market Cap of Different Asset Classes
(in Trillions of $)
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We have estimated the total global value of financial assets to be roughly
~$780 Trillion. This calculation consists of the market cap of BTC plus the
market caps of total global debt, equities, real estate, and gold. Of the ~$780T
in global financial assets, BTC currently represents ~0.05%.

Sources: Companiesmarketcap, SIFMA, Savills, Statista, Gold.org, Porkopolis, Institute of International Finance


https://companiesmarketcap.com/assets-by-market-cap/
https://www.sifma.org/resources/research/research-quarterly-equities/
https://www.savills.com/impacts/market-trends/the-total-value-of-global-real-estate.html
https://www.statista.com/statistics/1125923/global-market-value-of-gold/#:~:text=The%20total%20market%20value%20of,global%20market%20value%20of%20gold
https://www.gold.org/goldhub/data#price-and-premium
https://porkopolis.io/basemoney
https://www.iif.com/Key-Topics/Debt/Monitors#Global

BTC as a Store of Value

Market Cap of Different Asset Classes
(as % of Total Global Asset Value)
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In order to conceptualize the future purchasing power of BTC, we must
use fiat as the unit of account for this forecast. As the world transitions
from a fiat standard to a Bitcoin standard, the former will continue to
debase and the values in the model will likely be vastly underestimated
in nominal terms. The values forecasted in this model are represented
in real terms with 2021 dollars as the unit of account.
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During the transition to a global Bitcoin standard, the supply of dollars is likely
to continue growing exponentially. Thus it is helpful to view the breakdown of
asset classes by percentage rather than just nominal values.

Sources: SIEMA, Savills, Statista, Gold.org, Porkopolis, Institute of International Finance


https://www.sifma.org/resources/research/research-quarterly-equities/
https://www.savills.com/impacts/market-trends/the-total-value-of-global-real-estate.html
https://www.statista.com/statistics/1125923/global-market-value-of-gold/#:~:text=The%20total%20market%20value%20of,global%20market%20value%20of%20gold
https://www.gold.org/goldhub/data#price-and-premium
https://porkopolis.io/basemoney
https://www.iif.com/Key-Topics/Debt/Monitors#Global

Monetization of BTC through the 2
Demonetization of Other Asset Classes

In order to determine the future value of BTC, we must estimate the
monetary premium of each asset class. Given our assumption that BTC
will absorb the monetary premiums of other assets, we can determine
the future value of BTC in terms of 2021 dollars by subtracting the
monetary premiums from their respective market caps and adding it to
the market cap of BTC.

The degree to which each of these asset classes contains a monetary
premium varies. Other precious metals such as silver and copper are
excluded as they have already been demonetized by gold.

The order in which we present the demonitizations is not a
chronological prediction; they are presented in order of the smallest
addressable market cap to the largest addressable market cap. The
demonetization of these asset classes will likely occur simultaneously
over a long period of time.
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= Base Money

Equities Debt
Gold, Real Estate, Equities, Debt, and Base Money will all be demonetized

during the transition to a Bitcoin standard. With these asset classes no longer

used as a tool for saving wealth, their value will be derived solely from their S
utility.




Demonetization of Gold R

Gold finished 2021 with an estimated market cap of ~$12 Trillion. Market Cap of Different Asset Classes
(BTC Absorbs Monetary Premium of Gold|)

Sources estimate that 47% of gold’s market cap is comprised of jewelry.

The remaining 53% (~$6.4T) is bars, coins, ETFs, and other financial gh‘:ﬁm’agi
holdings.
Adding the 53% monetary premium to BTC’s market cap brings the
market cap of gold down to ~$5.7T and the market cap of BTC up to = BTC
~$6.9T. ® Debt

W Equities

u Gold

$6,868,650,000,000 /21,000,000 = ~$327,078 per BTC B Real Estate

¥ Base Money

There is a valid argument that the jewelry sector of gold’s market cap
will be demonetized as well. A large and unknown percentage of gold’s
utility value as jewelry is likely derived from the “clout” factor due to
the association of gold with wealth. Gold as a signal of wealth and
power would be in jeopardy should Bitcoin usurp it in market cap. In
turn, the demand for and price of gold jewelry would be negatively After absorbing the monetary premium of gold, the BTC market cap will be
affected. This point is worth noting, however, to remain conservative in nearly $7 Trillion and the price of BTC will be ~$327K.

our forecast, we will not be factoring in this possibility.
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Sources: Statista, Gold.org



https://www.statista.com/statistics/1125923/global-market-value-of-gold/#:~:text=The%20total%20market%20value%20of,global%20market%20value%20of%20gold
https://www.gold.org/goldhub/data#price-and-premium

Demonetization of Base Money R

Market Cap of Different Asset Classes

The thesis of this report is predicated on a future in which BTC (BTC Absorbs Market Cap of

replaces fiat currency as the global monetary standard. As suchiit is Gold, Base Money)

appropriate to allocate the market cap of base fiat money to the BLOCKWARE
market cap of BTC. Afterall, the value of money is 100% predicated on SOLUTIONS
a monetary premium; it has no utility value as it cannot be consumed.

The base money of all fiat currencies have a combined market cap of

~$30.4 Trillion USD. Adding that to BTC’s market cap, including the : glgt
previous addition of gold’s monetary premium, brings it up to ~$37.3 W Equities
Trillion. m Gold

¥ Real Estate
¥ Base Money

$37,268,650,000,000/ 21,000,000 = ~$1,774,697 per BTC.

The monetary premium of other asset classes being substantially
greater than the monetary premium of the base money is a symptom
of fiat’s failure to be a reliable store of value. If today’s base money was
good at being a store of value, all of the monetary premium in other
assets would be in the base money.

After absorbing the monetary premium of gold and base money, the BTC
market cap will be ~$37.3 Trillion and the price of BTC will be ~$1,774,697.
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Sources: porkopolis


https://twitter.com/crypto_voices/status/1494303288862425089

Demonetization of Equities RE
Over time, through innovation and technological advancements, the
aggregate productivity of humanity increases. In other words, the

\\\¥

output of goods and services in the economy increases at a faster rate o M2 (Trillions of USD)
than the inputs of labor and capital. Humans are able to produce more =
value and increase the overall standard of living. s221- o

$20T+ 3500
Under a monetary system that is not plagued by indefinite monetary e =
expansion the driving force behind increasing equity values would be :m oo
increasing productivity. However, in the present fiat system, the o st §
dominant factor in increasing the nominal value of equities over time is = mé
the perpetual depreciation of fiat currencies. Any increase in the s =
nominal value of equities greater than the increase in productivity can se1 ,/ 1000
be categorized as monetary premium: = // -

$2T
% Equity Growth = % Productivity Growth + % Monetary Premium j SRR T

. . . The expansion of the money supply is the driving force behind
We have data on equity and productivity growth. So all we need todo is T N 07 (] e et
apply the associative property then divide by total equity growth and monetary premium bestowed upon equities. Despite being a year of
now we have a formula for determining the percentage of equity value negative GDP growth, equity values soared as central banks
that is monetary premium aggressively flooded the market with monetary base and credit.
5 . — (% Equity Growth - % Productivity Growth) R
% Monetary Premium = ,
% Equity Growth 10

Sources: Multpl, FRED


https://www.multpl.com/s-p-500-historical-prices/table/by-year
https://fred.stlouisfed.org/series/M2SL

Demonetization of Equities N7

From 1961 to 2021, the S&P had a Compounded Annual Growth Rate S
(CAGR) of 7.16%. During this same period, US GDP had a CAGR of
2.96%. < <
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Using our formula:

g
&

(% Equity Growth - % Productivity Growth)

g
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% Monetary Premium =
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% Equity Growth
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On ayearly basis the S&P 500 Index tends to move directionally
alongside GDP Growth; albeit in a more volatile fashion. However, over

We can now subtract the 58.7% monetary premium from the total the long run the S&P 500 Index has increased much more on a

market cap of all equities and add it to the BTC market cap. perce.ntage ba.S|s than p.ro'ductlwty has. This is due to the monetary
premium applied to equities.
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Sources: Multpl, World Bank


https://www.multpl.com/s-p-500-historical-prices/table/by-year
https://data.worldbank.org/indicator/NY.GDP.MKTP.KD.ZG?end=2021&start=1971

Demonetization of Equities N7

Market Cap of Different Asset Classes
(BTC Absorbs Market Cap of
Gold, Equities, Base Money)

BLOCKWARE
7.16% - 2.96% SOLUTIONS
58.7% =
¢ 7.16%
H BTC
B Debt
’ . .t M Equities
Reallocating the 58.7% monetary premium of equities (~$63.4T) to B Gold

¥ Real Estate

BTC, including the previously added monetary premiums of gold and
¥ Base Money

base money, brings the market cap of BTC up to ~$100.7 Trillion. The
equity market cap has now fallen to ~$44.6 Trillion.

$100,664,650,000,000 / 21,000,000 = ~$4,793,554 per BTC.

After absorbing the monetary premium of gold, base money, and equities,
the BTC market cap will be ~$100.7 Trillion and the price of BTC will be
~$4,793,554.
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Demonetization of Debt &

Bonds, Treasuries, Fixed Income, Fiat Contracts, etc.; this asset has many

monikers. We will refer to it as debt. The fiat monetary system is built upon the Market Cap of Different Asset Classes
shaky foundation that the promise of money (debt) is as good as actual money. (BTC Absorbs Monetary Premium of
The debasement of fiat creates an incentive structure such that, most of the Cell SquliesBase RneyDeke
time, the most profitable financial move is taking on as much debt as possible. g‘l]l:ﬁmagi
Debt, as with base money, has zero utility value. It is 100% monetary premium.
We will allocate the ~$373T market cap of global debt to the market cap of BTC.
That brings the market cap of BTC to ~$403.7 Trillion. m BTC
B Debt
W Equities
$403,664,650,000,000/21,000,000= $19,222,126 per BTC. B Gold

W Real Estate

. . . . . . ¥ Base Money
Under a Bitcoin standard, debt will be very different and the quantity of it

relative to the monetary base will pale in comparison to the current monetary

system. Once it is the global reserve asset, BTC will increase in purchasing

power alongside global productivity (see slide 20 for more on this). As such, debt

will be far less necessary as the real yield generated from saving BTC will be the

new “risk-free rate.” Debt on a Bitcoin standard will likely take the form of

short-term (less than 5 years) loans. The 30-year mortgage will most likely be After absorbing the monetary premium of gold, base money,

extinct. Nevertheless, it is not our intent speculate on the role of debt in a equiti.es, =l debt’,the BTC market cap will be ~$403.7 Trillion and
.. . . . . the price of BTC will be ~$19,222,126.

hyper-bitcoinized economy. Rather, we are presenting the idea that debt in its

present, fiat-denominated form, will be absorbed by Bitcoin.
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Sources: Institute of International Finance


https://www.iif.com/Key-Topics/Debt/Monitors#Global

Michael Saylor describes increasing prices with the expression

“inflation is a vector.” The price of different goods and services increase
at different rates when the underlying currency is devalued. Goods that
are difficult to produce and highly desirable tend to have the greatest

price increases as a consequence of monetary debasement. This is why %]

certain goods have a more sensitive response to monetary expansion

than other goods. Kraft mac n’ cheese is inexpensive to produce and not _, |

in high demand; thus its price is minimally inflationary. Buildings are
difficult to produce as they require the inputs of many different raw

materials; lumber, steel, labor, time, etc.; Moreover, they are in constant

4%+

demand due to their high utility value. For this reason housing is very
reactive to monetary expansion.

While there has not yet been a year in which M2 had a negative growth ,

rate, you can observe that during the time periods in which the M2
growth rate slowed down, the housing market reciprocated with
slowed or negative growth. Inversely, periods of high growth in M2
corresponds with high growth in housing prices.

BTC Price: $19,222,126
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https://fred.stlouisfed.org/series/M2SL
https://fred.stlouisfed.org/series/ASPNHSUS

To determine the monetary premium of real estate we will be
comparing the cost of construction overtime with the sales price of new
houses overtime.

The reasons these metrics provide the best calculation for the
monetary premium of real estate are as follows. First, the debasement
of fiat currency increases the nominal cost of raw materials used to
build houses. As such, not all of the increase in the sales price of new
houses can be attributed to an increasing monetary premium; the
increasing nominal cost of construction is a major contributing factor.
Second, by looking at new houses specifically, we eliminate the physical
depreciation occurring in used houses that acts as a deflationary force
on their real price. The only deflationary force on the sales price of new
houses is increasing productivity.

Observing changes in the price of undeveloped land could be a valid
way to determine the monetary premium of real estate. However, this is
a less viable option than our method because A.) data on this is scarce
and incomplete and B.) determining the monetary premium requires
comparing the rate of change for a productivity metric and a price
metric. Looking at the rate of change for a single metric does not give
any insight regarding monetary premium.

BTC Price:$19,222 126




Demonetization of Real Estate 7

We can calculate the monetary premium of real estate in a similar
fashion to our calculation for the monetary premium of equities; in
which we compared the growth rate of stock prices with the growth - ; _ ; ,

. . . i BLOCKWARE % Change in Sales Price of New Houses in US (5Y Moving Avg.)
rate of productivity. Here, we are comparing the growth rate of the LT stumows +% Change in Construction Cost (5Y Moving Avg.)
sales price of new houses with the growth rate of construction costs.

Under a sound monetary standard we would expect the change in the = [
price of new houses to move congruently with the change in the cost of 10%1 rio%
construction. This is not the case under the fiat standard and we can - Lo
contribute the difference to a monetary premium that is placed on " . 3
1 I (=
housing. 2
4% r4% og
The following formula will be used to determine real estates monetary = e
premium: o1 0%
(% Housing Price Growth - % Construction = .
% M o n et a ry Pr e m i u m — Cost GI‘OWth) - F;:u;"sus'gw 1985 1990 1995 zo;oear 2005 2010 2015 2020
% Housing Price Growth
Looking at the graph of the rates of change (5-year Moving Average
applied for visual smoothing) we see that the sales price of new
houses and construction costs are roughly correlated with sales
price being the more volatile of the two metrics. .
16

Sources: Census, FRED


https://www.census.gov/construction/cpi/
https://fred.stlouisfed.org/series/ASPNHSUS

Demonetization of Real Estate 7

“ﬂ,

Note: The data available on construction costs is an annual <> wecamans Averogesales Price for New Houses Sold in US (1575 Dollars)
rate of change (plotted on the previous slide with a 5-year S + Construction Cost Index
moving average); there's no reliable data on construction e -
prices themselves. To juxtapose the change in construction __§ _ o E
costs vs. sales prices we have created an index such that the g §
cost of construction is initially set to the sales price of %‘SSM i N
housing in the base year, 1975, and the rates of change from § $200001 2 %
the construction data set are applied from there. § $25000 25K ;f
g s200m0 o 8
As discussed previously, under a sound monetary system the % S22, . g
cost of goods is deflationary due to increasing productivity; é o L. iz:
housing is no exception. When adjusting for M2, the price of 2 - " S
construction has gotten tremendously cheaper over time, as . N
has the final sales price. w5 190 1985 199 1595 ) 2005 2010 2015 )
Source: FRED, census.gov Year

When adjusting for inflation, it is important to adjust for the growth in money

supply rather than CPI, which simply reflects an arbitrary basket of goods. The real

cost (adjusted for M2) of constructing a house, as well as the final sales price, has

gotten tremendously cheaper over time. e
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Sources: Census, FRED


https://www.census.gov/construction/cpi/
https://fred.stlouisfed.org/series/ASPNHSUS

Demonetization of Real Estate 7

" BLOCKWARE Average Sales Price of New Houses in US
E f SoLarions + Construction Cost Index
This chart contains the nominal values for the average sales
price of new houses and the construction cost index. To B0k i
determine real estate’s monetary premium, we will be -
. )
calculating the Compounded Annual Growth Rate (CAGR) of £ a0, sa00k
3 3 . I x
both. The sales price of housing has a CAGR of ~5.55%, while § §
. £ £
construction cost has had a CAGR of ~4.27%. z %
= $300K- - $300K 8
5 5
That gives real estate a monetary premium of ~23.1% = §
D $200K- | $200K .E
a c
2 S
[
3: $100K - $100K
5.55% - 4.27%
$OK $0|
® o 5 5 5% 1975 1980 1985 1990 1995 2000 2005 2010 2015 2020 .
* Source: FRED, census.gov Year
Despite the cost of constructing a house only increasing an average of 4.27% per
year, the final sales price of new houses has increased an average of 5.55% per
year. This ~23% difference in the rates of change represents the monetary
premium of real estate.
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Sources: Census, FRED


https://www.census.gov/construction/cpi/
https://fred.stlouisfed.org/series/ASPNHSUS

Demonetization of Real Estate §§

Market Cap of Different Asset Classes

(BTC Absorbs Monetary Premium of
Gold, Equities, Base Money, Debt, Real Estate)
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5.55%-4.27%
23.1% =

5.55%

m BTC

B Debt

W Equities

m Gold

W Real Estate

Adding the 23.1% monetary premium to BTC brings the market cap of
# Base Money

BTC up to ~$479.1 Trillion. The real estate market cap has now fallen to
~$251.1 Trillion

$479,095,945,000,000 / 21,000,000 = ~$22,814,092 per BTC

After absorbing the monetary premium of gold, base money,
equities, debt, and real estate, the BTC market cap will be ~$479.1
Trillion and the price of BTC will be ~$22,814,092
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Conclusion E“"é

After completing the demonetization of other asset classes, the Market Cap of Different Asset Classes
(BTC Absorbs Monetary Premium of

purchasing power of Bitcoin will comprise of roughly 61.4% of the total i
Gold, Equities, Base Money, Debt, Real Estate)

global market cap of financial assets. 1 BTC will have a purchasing

power equivalent to ~$22,814,092, 2021 US Dollars. Sqt et
The last point to note is that the purchasing power of BTC will increase

in perpetuity corresponding to productivity increases. As discussed in

the equity and real estate sections, technological advancements m BTC
increase economic productivity over time. As such, the real cost of W Debt
goods and services, which, on a Bitcoin standard, will be measured in : Eccl"l‘;ties

BTC, will decrease every year. Holders of BTC will accrue purchasing
power without having to invest in risk-on assets. This appreciation in
purchasing power will represent the new “risk-free rate” that is the
opportunity cost and target return of all investments. Under the fiat
standard the “risk-free rate” has been that of government treasuries.

¥ Real Estate
¥ Base Money

Assuming an average annual global GDP growth rate of 2%, the

purchasing power of BTC will double every 36 years. - , D
Even after demonetizing other financial assets, Bitcoin will still

incentivize savings and low-time preference behavior. The increase

This forecast does not include a timeline as it is impossible to predict exactly how long this transition may take; if it . . X . . . X .
in purchasing power obtained by simply holding Bitcoin will be the

occurs at all. However, considering BTC's superior monetary properties, its accelerating rate of adoption, and the
sustained high levels of inflation among all fiat currencies, it is reasonable to assume that a transition to a global Bitcoin “risk free rate.”

standard is becoming an increasingly likely outcome. 20


https://static1.squarespace.com/static/5de588aa3e9c044c1ad8cb59/t/62a0cee064cb4b79ded25894/1654705890141/Bitcoin+User+Adoption+Report.pdf

Conclusion N

7
-$6.5T
Gold *
Equities -$63.4T
Real Estate $75.4T +$478.8T
—
Debt i = -$303.0T

Q
Base Money @ _$304T
F
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