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TLDR:

De-pegging of USDC causes market turbulence;

21Shares is closely monitoring market situation. No investor action required; all
21Shares ETPs are open for trading on the exchanges on which they are listed.

Detailed information can be found on page 3.

● USD Coin (“USDC”) is issued by Circle Internet Financial, LLC (“Circle”) and is currently
the world’s second-largest stablecoin with a market cap of approximately $40 billion.
Circle is regulated as a money transmitter in several U.S. states, holds a Virtual
Currency License in New York, and has regulatory status in certain other jurisdictions.
As a fully-collateralized stablecoin, Circle reports that every digital dollar of USDC is
100% backed by cash and U.S. treasuries — and redeemable 1:1 for U.S. dollars.
Reserves are held in custody and managed by leading U.S. financial institutions,
including BlackRock and BNY Mellon.

● On Friday 10 March, 2023, USDC de-pegged from USD - it began to trade for less than
$1.00.

● A catalyst for the de-pegging was an announcement by Circle that approximately $3.3
billion (8%) of reserves backing USDC were held at Silicon Valley Bank (Nasdaq: SIVB),
a bank known for its customer base of tech start-ups and venture capitalist firms.

● Coinbase subsequently announced on 10 March, 2023 that it was temporarily
suspending USDC:USD conversions over the weekend.

● Silicon Valley Bank was taken over by US banking regulators on 10 March, 2023 due to
insolvency concerns.
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● This news caused markets to discount the price of USDC, which fell as low as $0.87
over the weekend.  As of Sunday 12 March, 2023, USDC had recovered to $0.99 - a
modest discount to par value - but uncertainty remains and the situation is fluid.

● Separately, on Sunday 12 March 2023, US banking regulators announced the closure of
Signature Bank and the appointment of the FDIC as receiver, including noting that “[a]ll
depositors of this institution will be made whole.”

○ The US government indicated that it will guarantee all deposits at Signature Bank
○ Circle confirmed that they have no collateral holdings at Signature

● Relatedly, Circle’s CEO Jeremy Allaire announced that, with the closure of Signature
Bank, Circle will not be able to process minting and redemption through SigNet, but
rather, will be relying on settlements through BNY Mellon.

● 21Shares is closely monitoring the situation and will provide regular updates via the
21Shares website.  Additional detail is available in the FAQs below.  Please contact
sales@21.co with any specific questions.
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1. Which 21Shares ETPs have USDC exposure?

21Shares ETPs with USDC exposure

Ticker Name Valor ISIN AUM USDC Exposure
in Collateral

Held

SBTC 21Shares Short Bitcoin ETP 51406505 CH0514065058 $11,900,045 *100%

SHETH 21Shares Short Ethereum
ETP

121054888 CH1210548884 $376,307 *100%

*SBTC/SHETH employ a physical short in order to create the -1x leverage. The ETP borrows and sells
the target short in order to execute on the strategy. As a result, the ETP holds USDC from creations +
USDC proceeds from the sell of the borrowed assets (200% exposure to USDC) and carries 100% liability
on the value of the short target.

2. How are the above ETPs exposed to USDC?

● SBTC and SHETH are collateralised by USDC to replicate the performance (-1x daily
return) of Bitcoin and Ethereum.

● No other 21Shares ETPs have exposure to USDC.

3. What protections do 21Shares ETPs provide?

● 21Shares ETPs are 100% physically-collateralized, backed by the underlying assets.
● ETP collateral is held in cold storage at all times by best-in-class institutional custodians.
● Despite extraordinary market turbulence over the past year, all of the 21Shares ETPs

have continued to perform exactly as intended, providing investors with secure and easy
access to crypto assets.
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4. What happened to USDC?

● On Friday 10 March, 2023, Silicon Valley Bank (Nasdaq: SIVB), was taken over by the
US Federal Deposit Insurance Corporation (FDIC).

● On Saturday 11 March, 2023, Circle, the issuer of USDC, confirmed holding $3.3 billion
at the Silicon Valley Bank, representing approximately 8% of total reserves backing
USDC.

● This news caused markets to rapidly discount USDC, which dropped as low as
$0.87 cents over the weekend.

● On Saturday 11 March, 2023 Circle published a statement providing more transparency
to the USDC community including that they would “stand behind USDC and cover any
shortfall using corporate resources, involving external capital if necessary.”  Circle
reported in that statement that USDC was collateralized 77% ($32.4 billion) with US
Treasury Bills (with a three month or less maturation period), and 23% ($9.7 billion) with
cash held at a variety of institutions, of which Silicon Valley Bank was one.

● There is significant uncertainty as to the course of events when banks (and markets)
open for business on Monday 13 March, 2023.  On Sunday, 12 March 2023, US banking
regulators announced that they will be taking actions relating to Silicon Valley Bank,
including announcing that “[d]epositors will have access to all of their money starting
Monday, March 13.”  This appears to mean that both FDIC insured and uninsured
deposits will be accessible on Monday, March 13.

5. How is 21Shares addressing the risks related to USDC?

● 21Shares recognizes that this is a fast-moving situation and is monitoring closely, in
conjunction with its partners.
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6. Is 21.co (the parent company of 21Shares) impacted in any way?

● 21.co has no corporate exposure to either Silvergate Bank or Silicon Valley Bank and
has no material exposure to Signature Bank.

● 21.co maintains banking relationships with a number of US and non-US banking
partners and continues to operate normally.

● 21.co does not currently hold USDC. 21.co’s only exposure to USDC is indirect through
some of the 21Shares ETPs it has issued, as discussed above.

Disclaimer

This document is not an offer to sell or a solicitation of an offer to buy or subscribe for securities
of 21Shares AG (21Shares). Neither this document nor anything contained herein shall form the
basis of, or be relied upon in connection with, any offer or commitment whatsoever in any
jurisdiction. Nothing contained herein represents investment advice and investors should take
their own independent advice.

This document and the information contained herein are not for distribution in any jurisdiction in
which the distribution or release would be unlawful. This document does not constitute an offer
of securities for sale in or into the United Kingdom, the EEA, United States, Canada, Australia or
Japan. The securities of 21Shares have not been and will not be registered under the United
States Securities Act of 1933, as amended (the “Securities Act”), and may not be offered or sold
in the United States absent registration or an applicable exemption from, or in a transaction not
subject to, the registration requirements of the Securities Act. There will not be a public offering
of securities in the United States.
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Within the United Kingdom, this document is only being distributed to and is only directed at: (i)
to investment professionals falling within Article 19(5) of the Financial Services and Markets Act
2000 (“FSMA”) (Financial Promotion) Order 2005 (the “Order”); or (ii) high net worth entities,
and other persons to whom it may lawfully be communicated, falling within Article 49(2)(a) to (d)
of the Order; or (iii) any other persons to whom this document can be lawfully distributed in
circumstances where section 21(1) of the FSMA does not apply.

Within the EEA, this communication is only addressed to and is only directed at qualified
investors within the meaning of the Prospectus Regulation (EU) 2017/1129.

This document constitutes an advertisement within the meaning of the Swiss Financial Services
Act (the “FinSA”) and not a prospectus.

21Shares is not an investment advisor and makes no representation regarding the advisability
of investing in any such investment product or other investment vehicle. A decision to invest in
any such investment product or other investment vehicle should not be made in reliance on any
of the statements set forth on this website. Prospective investors are advised to make an
investment in any such product or other vehicle only after carefully considering the risks
associated with investing in such products, as detailed in an offering memorandum or similar
document that is prepared by or on behalf of the issuer of the investment product or other
investment product or vehicle. 21Shares is not a tax advisor. A tax advisor should be consulted
to evaluate the impact and consequences of making any particular investment decision.
Inclusion of any assets within an index is not a recommendation by 21Shares to buy, sell, or
hold such security, nor is it considered to be investment advice. The website materials have
been prepared solely for informational purposes based upon information generally available to
the public and from sources believed to be reliable. No content contained in these materials
(including index data, ratings, credit-related analyses and data, research, valuations, model,
software or other application or output therefrom) or any part thereof (“Content”) may be
modified, reverse-engineered, reproduced or distributed in any form or by any means, or stored
in a database or retrieval system, without the prior written permission of 21Shares. The Content
shall not be used for any unlawful or unauthorized purposes. 21Shares does not guarantee the
accuracy, completeness, timeliness or availability of the Content. 21Shares is not responsible
for any errors or omissions, regardless of the cause, for the results obtained from the use of the
content. The content is provided on an “as is”  basis. 21Shares disclaims any and all express or
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implied warranties, including, but not limited to, any warranties of merchantability or fitness for a
particular purpose or use, freedom from bugs, software errors or defects, that the content’s
functioning will be uninterrupted or that the content will operate with any software or hardware
configuration. In no event shall 21Shares be liable to any party for any direct, indirect, incidental,
exemplary, compensatory, punitive, special or consequential damages, costs, expenses, legal
fees, or losses (including, without limitation, lost income or lost profits and opportunity costs) in
connection with any use of the Content even if advised of the possibility of such damages.
Investments into crypto currencies and/or digital assets are subject to material and high risk
including the risk of total loss. The calculated prices may not be achieved by investors as the
calculated price is based on prices from different trading platforms. Furthermore, an investment
into crypto currencies and/or digital assets may become illiquid depending on the trading
platform or investment product used for the specific investment. Investors should carefully
review all risk factors disclosed by the relevant trading platform or in the product documents of
relevant investment products.
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