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1. Infroduction

The second quarter of 2024 witnessed transformative developments in
the cryptocurrency Exchange-Traded Fund (ETF) landscape, especially
concerning Bitcoin and Ethereum. A series of approvals by the U.S.
Securities and Exchange Commission (SEC) and similar regulatory
bodies across global financial hubs has opened the door for institutional
investment in crypto assets at an unprecedented scale. While Bitcoin
ETFs continued to dominate, the quarter saw Ethereum exchange-traded
funds enter the spotlight, bringing new opportunities and challenges to
the market. The ripple effects of these regulatory decisions are being felt
across regions, from Hong Kong's ambition to become a crypto hub to
Australia’s burgeoning interest in digital assets.

This report provides a detailed account of key developments, market
dynamics, institutional engagements, and emerging trends in the crypto
ETF sector, focusing on Bitcoin, Ethereum, and other notable digital assets
like Solana and XRP. Regulatory updates, market responses, and expert
opinions form the backbone of this report, offering a comprehensive
narrative for industry stakeholders.

2. U.S. Crypto ETF Landscape

2.1. Approval of Ethereum ETFs

One of the most significant milestones for Q2 2024 was the SEC's approval
of spot Ethereum ETFs. Following the success of Bitcoin ETFs approved

in January 2024, the SEC extended its green light to Ethereum, allowing
leading exchanges like the New York Stock Exchange (NYSE), Nasdag, and
the Chicago Board Options Exchange (CBOE) to list these products. Issuers
including BlackRock, Fidelity, Grayscale, and others are set to launch
Ethereum ETFs, enhancing institutional access to Ethereum.



W- MarketsAble. o Crypto ETFs Report Q2/2024

The approval process was notably swift, given the SEC's historical reticence
toward cryptocurrencies. This regulatory shift reflects an evolving stance

in Washington, potentially driven by growing bipartisan support for digital
assets. As a result, Ethereum’s price surged 18.2% in the days following the
SEC's announcement, further cementing its position in the crypto market.
These ETFs are seen as a pivotal moment for institutional investors
seeking regulated pathways into Ethereum without the complexities of
direct ownership.

“The most important thing here is not that you can
trade an Ethereum ETF [...] Ethereum, at least from
an institutional perspective, is [now] completely safe
to use because there's no risk that the gas token,

ETH in this case, is actually a security”

-Carlos Domingo, Securitize CEO

Source: https://decrypt.co/ 232279/ ethereum-etf-approvals-tokenizing-assets-completely-safe

2.2. Institutional Appetite for Ethereum ETFs

The enthusiasm surrounding Ethereum ETFs is evident from the growing
demand among institutional investors. While Bitcoin ETFs have seen
inflows of over $13 billion since their launch in January, Ethereum ETFs
are expected to attract similarly high levels of investment, particularly from
wealth managers and financial advisers. A VettaFi poll from April revealed
that 64% of financial advisers prefer ETFs as the best way to access
cryptocurrency markets, with Ethereum being a prime focus due to its real-
world applications and extensive user base.

Despite the SEC's rapid approval, regulatory hurdles remain. ETF issuers
must file individual registration statements, which could delay the actual
trading of these products. Moreover, there are concerns about the risks of
widespread adoption, including market volatility and security vulnerabilities.
Nevertheless, the overall sentiment is optimistic, with Ethereum seen as a
gateway to more sophisticated financial products in the crypto space.
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2.3. Implications for Other Cryptocurrencies: Solana

The SEC's approval of Ethereum ETFs has led to speculation about the
future of other cryptocurrencies. Ripple's XRP and Solana are viewed as
potential candidates for spot ETF approval, especially given the precedent
set by Bitcoin and Ethereum. Ripple CEO Brad Garlinghouse has expressed
concern about the regulatory clarity surrounding XRP, suggesting that an
ETF for XRP is “inevitable,” though regulatory challenges remain significant.
Similarly, Solana, often seen as a competitor to Ethereum, has garnered
interest from institutional investors, with asset manager Vankck filing for a
Solana ETF.

While the SEC's stance on cryptocurrencies beyond Bitcoin and Ethereum
remains cautious, the success of these ETFs could pave the way for more
digital assets to gain regulatory approval. Solana, in particular, has shown
promise due to its high utility and decentralized nature, with analysts
predicting significant price increases if an ETF is approved.

“Based on current precedent/needs, [it] will happen

within a few years of getting a CFTC-regulated

'; futures market. But Congress [and] market structure

bills like FIT21 could make it happen quicker [...] But
SEC isn't dancing around SOLs status like they have
ETH. Those lawsuits against COIN and Kraken and
others flat out say ‘Solana is a security”

\ -James Seyffart, ETF Analyst at Bloomberg )

Source: https://cryptoslate.com /bloomberg-analyst-predicts-solana-etf-delay-despite-community -
anticipation,/
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3. Global Developments in Crypto
ETFs

3.1. Hong Kong: Asia’s Emerging Crypto Hub

In parallel with developments in the U.S., Hong Kong has positioned itself
as a major player in the crypto ETF space. The Hong Kong Securities and
Futures Commission (SFC) approved Bitcoin and Ethereum ETFs earlier

in 2024, and these products have begun trading on the Hong Kong Stock
Exchange. Notably, asset managers such as China Asset Management and
Harvest Global Investments have taken the lead in offering these ETFs to
both retail and institutional investors.

The introduction of crypto ETFs in Hong Kong is a strategic move to re-
establish the city as a global financial hub after years of pandemic-related
challenges. Despite a slow start, with lower trading volumes than initially
anticipated, industry insiders are optimistic about the long-term potential of
Hong Kong's ETF market. The city's proactive stance on crypto regulation,
combined with its well-established financial infrastructure, positions it to
compete with other global centers like the U.S. and Europe.

“This is the first time that virtual asset spot products
have been launched in the Asian market [..]

verifying Hong Kong’s leading position in Asia in the
development of crypto assets”

-Joseph Chan, Under Secretary for Financial
Services and the Treasury Hong Kong

Source: https://www.ft.com/content/5bcd37 ae-abd0-4eb4-8c23-b0ae 1 a7 c5184
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3.2. Australia: Growing Interest in Bitcoin ETFs

Australia, too, has seen significant progress in the adoption of
cryptocurrency ETFs. The Australian Securities Exchange (ASX) approved
its first Bitcoin ETF in mid-2024, and Monochrome Asset Management
launched a spot Bitcoin ETF in June. The Australian crypto market is
poised for growth, with predictions that spot crypto ETFs could attract
billions in capital over the coming years. The introduction of regulated
crypto products is expected to appeal to Australia’s robust pension market,
particularly self-managed superannuation funds.

This development follows similar moves in the U.S. and Hong Kong

and reflects Australia’s growing appetite for digital asset investments.
The country’s regulatory framework for crypto is seen as more lenient
compared to other regions, which could drive further adoption of Bitcoin
and Ethereum ETFs.

“A Bitcoin ETF being available on major Australian
stock exchanges is a great movement forward for
the crypto-space”

-Michael Bacina, Blockchain Australia Chair and
Digital Assets Lawyer

Source: https:/ /www.coindesk.com/policy /2024 /06/17 /

australian-securities-exchange-gives-its-first-approval-of-a-spot-bitcoin-listing-to-vaneck /
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4. Market Dynamics and Investment
Trends

4.1. Institutional Investment in Bitcoin and Ethereum

Institutional participation in crypto ETFs has surged in 2024, driven by the
SEC's approval of Bitcoin and Ethereum ETFs. BlackRock's iShares Bitcoin
Trust (IBIT) stands out as a prime example, surpassing $1 billion in assets
under management within just one week of trading. This rapid growth
highlights the pent-up demand for regulated financial vehicles offering
exposure to digital assets. Similarly, Ethereum ETFs are expected to attract
billions in institutional capital, particularly from financial advisers and
wealth managers seeking diversified exposure to cryptocurrencies.

Moreover, the growing acceptance of Bitcoin and Ethereum as asset
classes has prompted major financial institutions like JP Morgan and Wells
Fargo to disclose their investments in these ETFs. These disclosures mark
a significant turning point for traditional finance's engagement with digital
assets, signaling broader acceptance and integration into mainstream
portfolios.

‘Millennium is king of the bitcoin ETF holders w/
about $2b across four ETFs. This is out of over 500
holders (about 200x the avg for new ETF). Majority

are inv advisors (60%) but a big dose of HFs (25%).
Never can be totally sure what HFs up to but they
were def big buyers'”

-Eric Balchunas, Senior ETF Analyst at Bloomberg

Source: https:/ /x.com/EricBalchunas/status/ 1790885903084216627
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4.2. The Rise of Arbitrage Trading and Market
Liquidity

The introduction of Bitcoin and Ethereum ETFs has led to a surge in
arbitrage trading, a strategy where traders exploit price differences
between spot and futures markets. This type of trading has contributed to
an 80% increase in open interest on the CME Bitcoin futures market since
January, with similar trends expected for Ethereum once its ETFs begin
trading. Market makers like Wintermute have announced their involvement
in providing liquidity for these ETFs, particularly in regions like Hong Kong,
where liquidity remains a key challenge for institutional investors.

As ETFs continue to attract institutional interest, the market is expected to
see greater liquidity and reduced price volatility. However, this depends on
the ability of market makers to manage large trades without significantly
Impacting prices.

“The recent inflows could certainly be attributed to
the basis trade, but as an over all number, the basis
trade makes up less than 15% of overall ETF flows”

-Joseph Brombal, Research and Analysis Manager
at The Ainslie Group

Source: https:/ /x.com/Packin_Sats/status/ 1800661384763781125
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5. Conclusion

The second quarter of 2024 has been a defining period for the
cryptocurrency ETF market, with the approval and launch of Ethereum
ETFs marking a significant milestone for the industry. The U.S. remains

at the forefront of these developments, but regions like Hong Kong and
Australia are rapidly catching up, driven by strong regulatory frameworks
and growing investor demand. Institutional participation continues to rise,
with Bitcoin and Ethereum ETFs attracting billions in capital and reshaping
the investment landscape.

While challenges remain, particularly in terms of regulatory clarity for other
cryptocurrencies like Solana and XRP, the overall outlook for crypto ETFs
is positive. As the market matures, these products are expected to play a
crucial role in bridging the gap between traditional finance and the digital
asset economy, paving the way for further innovation and growth in the
years to come.



(Y MarketsAble com

09

Crypto ETFs Report Q2/2024

6. Expert’s Insights

Aram Mughalyan
Co-Founder at Solidate

1. How do you see the approval of Ethereum ETFs
impacting institutional adoption compared to Bitcoin,
given Ethereum’s broader utility and developer
ecosystem?

The approval of Ethereum ETFs is likely to accelerate institutional adoption
significantly, but in a different manner than Bitcoin. While Bitcoin is

often seen as a store of value, Ethereum’s broader utility—especially in
decentralized finance (DeFi) and smart contracts—provides institutions
with more diverse use cases. Ethereum'’s robust developer ecosystem

and large number of active projects, from NFTs to enterprise blockchain
solutions, give it a unique edge.

Magomed Kurbaitaev
CEO and Founder of Gameplan

In your opinion, what are the key factors driving
increased institutional interest in Ethereum, and
| how might this affect its long-term position in the
I cryptocurrency market?

Institutional interest in Ethereum is being driven by its utility in real-

world applications, such as decentralized finance (DeFi), tokenization,

and enterprise use cases. Ethereum’s ability to facilitate smart contracts
and decentralized applications (dApps) sets it apart from Bitcoin, which
primarily serves as a store of value. Additionally, Ethereum’s move to proof-
of-stake, which is seen as more energy-efficient and scalable, has further
increased its attractiveness.
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