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Chapter 1 Executive Summary

Executive Summary

The crypto market of 2025 defied expectations, but not in the way most anticipated. Returns were driven by macro
factors and policy shocks rather than protocol fundamentals. Bitcoin posted a modest -6% for the calendar year (~$93K
to ~$87K), though this masked an intra-year ATH of $126K in October. The broader market fared worse: a "hidden altcoin
bear market" saw total crypto market cap (excluding BTC, ETH, and stablecoins) decline 34% over the full year, with the
median top-100 altcoin down 64%

Yet beneath this volatility, structural conditions have materially improved. Sentiment has been washed out, leverage
reduced across the system, and institutional adoption continues broadening. The passage of the GENIUS Act created
the regulatory clarity institutions long demanded. "Four themes will define 2026: tokenization moving from pilots to
production, privacy becoming core infrastructure, stablecoins reaching mainstream adoption, and institutional flows
replacing the four-year retail cycle.

Four consensus narratives have emerged, pointing toward where institutional capital will flow:

Tokenization of Real-World Assets
e $19.3B TVL (~16% of DeFi) and tokenized treasuries at $18B (as of Dec 31, 2025)
Zero-Knowledge Technology

o ZK-rollups and privacy-preserving compliance reaching production

Stablecoins & Payments

o $46T in transaction volume for full-year 2025 (3x Visa), market cap at $310B (Dec 31, 2025)
Dawn of the Institutional Era

« Bitcoin ETFs at $113B AUM, 18% of BTC held institutionally (Dec 31, 2025)

The traditional four-year crypto cycle is losing relevance as blockchain usage becomes structural: $46T in stablecoin
transactions, $19B in tokenized real-world assets, and growing enterprise adoption. Crypto is no longer an experiment
but part of global financial infrastructure.
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Chapter 2 Tokenization of Real-World Assets

Tokenization of Real-World Assets

Real-world asset tokenization has moved decisively from proof-of-concept to production-ready infrastructure. As of
January 2026, RWA total value locked stands at $19.3 billion, representing approximately 16% of total DeFi TVL.
Tokenized government debt reached $18 billion by year-end 2025, with US Treasuries accounting for approximately $10
billion, led by BlackRock's BUIDL fund (~$2.5B), Franklin Templeton's BENJI (~$800M), and Ondo Finance (~$1B).

The institutional validation is unmistakable. The DTCC has received SEC authorization to tokenize U.S. securities.
BlackRock's BUIDL fund demonstrates the efficiency gains, incl. faster settlement, enhanced transparency, and global
accessibility, what’s further driving institutional interest. According to the Coinbase/EY-Parthenon 2025 Institutional
Digital Assets Survey (n=352), 76% of institutional investors plan to add tokenized assets to their portfolios by 2026.

The value proposition for institutions is clear: treasury tokenization offers real-time settlement, immutable audit trails,
and 24/7 global market access. Tokenized equities are expected to accelerate rapidly once the SEC's anticipated
"Innovation Exemption" debuts. However, infrastructure fragmentation remains a challenge - multiple competing
standards create interoperability friction.

@ RWA Tokenization
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Source: Teroxx Research
@ DeFi Total Value Locked by Year
160 $163B
140
__ 120 $1168 $178
[a)
(%)
2 100
2
2 80
o
o
> 60 $538
40 $38B
20 $158
$1B
g 2020 2021 2022 2023 2024 2025 2026

Source: DeFi Llama, Teroxx Research

@ Teroxx

The Digital
Asset Boutique.



/ero-Knowledge
Technology &
Confidential
Computing




Chapter 3 Zero-Knowledge Technology & Confidential Computing

/Zero-Knowledge Technology &
Confidential Computing

Zero-Knowledge Proofs have moved from academic curiosity to production-grade infrastructure, solving a fundamental
tension in public blockchains: how to maintain auditability while protecting sensitive information. ZK-rollups now
process the majority of Ethereum L2 transactions, with zkSync, Starknet, and Polygon zkEVM handling billions in daily
volume.

Privacy technology forms one-third of the institutional infrastructure stack, alongside stablecoins and perpetual futures
—driving professional crypto adoption. The demand is straightforward: businesses require transaction confidentiality
for competitive reasons, protection of trading strategies, confidential treasury operations, and selective disclosure for
auditors without full transparency.

Key distinction: "Anonymity" and "privacy" serve different purposes. Compliance-compatible privacy enables selective
disclosure—proving accreditation without revealing identity. This separates institutional-grade solutions from retail
privacy tools. For firms operating under MiCA or similar frameworks, privacy coin exposure through regulated channels
is not viable; the focus shifts to ZK infrastructure.
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Chapter 4 Stablecoins & Payments Infrastructure

Stablecoins & Payments
Infrastructure

Stablecoins have achieved scale demanding
institutional attention. Transaction volume reached @ Stablecoin Market Distribution
$46 trillion in 2025, more than 20x PayPal's volume

DAI PYUSD

and 3x Visa's. Market cap has doubled since 2023, USDe 1o% 127 UsDn

QM\ ] " // 1%

growing for 25 consecutive months to reach $310 Ghias
billion. The GENIUS Act's passage provides the i
regulatory framework for compliant integration with
existing financial infrastructure.

USDT
611%

A major bank consortium is expected to release their USDC
own stablecoin in 2026. Ten major banks are exploring o
a consortium stablecoin pegged to G7 currencies. The

path to $2 trillion market cap becomes visible once

traditional banking infrastructure integrates stablecoin

rails. Projections: $500B by end of 2026 (Pantera), Source: DeFi Llama, Teroxx Research

$1.2T by 2028 (Coinbase Institutional).

@] Top 10 Stablecoins by Market Cap
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Chapter 5 Dawn of the Institutional Era

Dawn of the Institutional Era

The traditional four-year cycle is losing relevance, though 2025 showed institutional flows remain episodic rather than
steady. Bitcoin ETFs saw strong inflows in January (+$3.7B), heavy outflows in February (-$2.6B), a peak period from May-
July, record inflows in October (+$6B), then IBIT's first-ever monthly outflows in November. Net result: +$35B for the year,
matching 2024.

The infrastructure is permanent; the flows are not.

The data is unambiguous: Bitcoin ETFs exceed $113B in AUM, with BlackRock's IBIT alone at $56B. Public companies
holding BTC grew from <10 in 2021 to 164 by December 2025. Total holdings by companies, ETFs, and governments
reached $148B—18% of BTC supply. 100+ crypto ETFs expected to launch in 2026, with ETFs projected to purchase
more than 100% of new BTC, ETH, and SOL supply.

@ Top Cryptocurrencies by Market Cap

Ethereum - $360B
><RF’- $1158
Solanal $70B

Cardano [j$12B
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Source: Teroxx Research

Market Structure: The Hidden Bear Market

This institutional accumulation occurred against a backdrop of significant altcoin weakness. Over full-year 2025, total
crypto market cap (excluding BTC, ETH, and stablecoins) declined 34% (TOTALS3ES index), while Teroxx Research
analysis of top-100 altcoins found a median decline of 64%, Cardano (ADA) and Tezos (XTZ) marking the median
boundary at -63.8% and -63.7% respectively.
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Chapter 5 Dawn of the Institutional Era

This divergence reinforces the thesis: institutional capital is concentrating in regulatory-compliant, liquid assets while
speculative positions are systematically unwound. The extreme dispersion between institutional-grade assets and
speculative tokens is the defining feature of current market structure.

@ Bitcoin Price
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Source: Investing.com, Teroxx Research

Leverage Reduction: A Healthier Market

Alongside the altcoin reset, system-wide deleveraging has created healthier market conditions. Bitcoin's October 6,
2025 ATH of $126,200 triggered profit-taking and cascading liquidations.

From peak to January 2026: BTC futures open interest fell 42% (from ~$94B to ~$55B); Aave net deposits declined from
~$73B to ~$34B; funding rates compressed from ~11% annualized to under 4%.

From peak to January 2026: BTC futures open interest fell 42% (from ~$94B to ~$55B per Investing.com); Aave TVL
declined 21% (from ~$43B in late September to ~$34B per DefiLlama).

From peak (October 6) to early January 2026: BTC futures open interest fell 40% (from $52B to ~$31B); Aave TVL
declined 26% (from ~$45B to ~$34B); funding rates compressed from 7-8% annualized to under 4%.

This deleveraging is constructive for stability. Historical precedent shows leverage reduction often precedes sustainable
rallies, as the market removes fragile, over-leveraged participants who amplify volatility during stress events.

The Digital
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() DeFiLending TVL (Aave)

Peak: $45.5B

50 T
Q4 2025

40 Deleveraging

30

TVL ($Billions)

0

Jan Mar May Sep
2025 2025 2025 2025 2025 2025 2026

Source: Bybit, DeFi Llama, Teroxx Research

@ BTC Futures Open Interest (Bybit)

Peak: $72.915 BTC

9 80K T Q42025 80K
22 Deleveraging
3 60K
[
1=
= 40K
[
o
o 20K
Aug 2025 Sep 2025 Oct 2025 Nov 2025 Dec 2025 Jan 2026 9
Source:Bybit, DeFi Llama, Teroxx Research
() DeFiTVL - January 2026
$130B
(EP; $125B
2
12}
=
S
= $120B
—
=
'_
$1158
Jan1 Jan3 Jan 6 Jan9 Jan12 Jan15 Jan18 Jan 21
Source: DeFi Llama, Teroxx Research
) Teroxx | 2. 5




Chapter 6

[Investment
Implications




Chapter 6 Investment Implications

Investment Implications

For HNWI and professional investors considering digital asset exposure, four principles emerge.

1. Quality concentration

Focus on regulatory-compliant, institutional-grade assets. The 2025 altcoin bear market demonstrated extreme
dispersion: BTC declined 30% from ATH while median altcoins fell 64%.

Narrative-driven tokens fared worst—Celestia (TIA) -91%, Starknet (STRK) -83%, Worldcoin (WLD) -78%. Meanwhile,
assets with institutional wrappers (ETFs) and clear legal status held up relatively better.

Example: Bitcoin ETFs absorbed $35B in net inflows despite price volatility; speculative altcoins saw capital flight.

2. Infrastructure over speculation
Stablecoins offer institutional-grade liquidity, but yield requires deployment.

Yield options: DeFi lending via Aave (4-14% APY on USDC/USDT), or tokenized treasury products like BlackRock BUIDL
(~$2.5B AUM) and Franklin Templeton BENJI (~$800M) offering T-bill rates (~4-5%) on-chain with daily liquidity. For
direct infrastructure exposure: Circle (pre/post-IPO equity), Coinbase Custody ($300B+ AUM).

Note: Under MiCA, stablecoin issuers cannot pay interest directly, yield must come from lending or treasury-backed
products.

3. Due diligence on usage metrics
Evaluate projects on revenue and TVL, not narrative.

Contrast: Aave generated $14.4M monthly revenue (Jan 2025 peak) with $73B in deposits—real usage. Al tokens like
FET (-85%) and RENDER (-82%) collapsed when speculative premium unwound despite no change in fundamentals.

Framework: Protocol revenue, active users, TVL trends (DefiLlama), not token price momentum.

4. Picks-and-shovels over tokens
For emerging themes (privacy, tokenization), prefer infrastructure.

Examples: On-chain security tooling (Chainalysis, Elliptic) over privacy tokens with regulatory uncertainty; decentralized
compute providers (Render's actual GPU network) over speculative Al tokens; tokenization infrastructure (Securitize,
Centrifuge) over RWA tokens.

The Digital
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Chapter 7 Conclusion

Conclusion

The four narratives identified in this report are interconnected. Tokenization provides the mechanism for bringing
traditional assets on-chain. Zero-knowledge technology enables institutional participation with appropriate
confidentiality. Stablecoins serve as the settlement layer connecting traditional and digital finance. Institutional adoption
provides sustained demand replacing speculative cycles.

Crypto is no longer an experiment but part of global financial architecture. The data supports this: $113B+ in ETF assets,
$310B in stablecoin market cap, $19.3B in tokenized real-world assets. Bank of America survey data shows 67% of
professional managers still have zero crypto exposure—representing substantial optionality for continued inflows.

2026 marks the end of the four-year cycle and the dawn of the institutional era.

Sources: CryptoCompare API, DeFiLlama, Pantera Capital, BlackRock, Grayscale, Coinbase Institutional, Messari, 216z Crypto, Bitwise, Galaxy Digital, VanEck, McKinsey, Bank
of America
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Legal Disclaimer for Teroxx Digital Asset Ltd

For Informational Purposes Only: This document is provided
solely for informational purposes. It may not be reproduced or
redistributed, in whole or in part, without the express written
consent of Teroxx.

Not an Offer, Solicitation, or Financial Promotion: Neither the
information nor any opinion contained in this document
constitutes a public offer, a solicitation of an offer to buy or sell,
or a financial promotion for any crypto-assets, securities,
financial instruments, or related services. Nothing herein should
be construed as an invitation to engage in any investment
activity.

Past performance: The information presented in this document
reflects the performance of the referenced asset and market
during a past period. Past performance does not guarantee
future outcomes and or growth of the market.

No Advice Provided: This document does not constitute
investment, legal, tax, or other professional advice. The
information is not tailored to the specific investment objectives,
financial situation, or needs of any recipient. You should
conduct your own independent investigations, evaluations, and
consult with your professional advisors to assess the suitability
of any crypto-asset or strategy. Any decisions based on the
information contained in this document are the sole
responsibility of the reader.

Risk Warning: Investing in crypto-assets is highly speculative
and involves a significant degree of risk, including the risk of
losing your entire invested capital. The value of crypto-assets is
highly volatile. Past performance is not indicative of future
results. Crypto-assets are not covered by the Investor
Compensation Fund (ICF) or any other investor protection
schemes in the European Union.

Opinions and future predictions: This document does not
contain, and should not be seen as containing any predictions,
forecasts, or projections from the Teroxx regarding the market
or future market developments. All information provided herein
is of a factual and/or historical nature and is presented for
informational purposes only. Any references to potential future
scenarios are purely illustrative, and should not be relied upon
as indicative of actual future outcomes.

No Warranty and Limitation of Liability: None of Teroxx nor any
of its affiliates, directors, officers, employees, or representatives
makes any representation or warranty, express or implied, as to
the accuracy or completeness of the information contained
herein. Each of the aforementioned parties expressly disclaims
any and all liability relating to or resulting from the use of this
document or its contents.

Third-Party Information and Links: Certain information
contained herein may be obtained from published and non-
published third-party sources. While believed to be reliable,
such information has not been independently verified by
Teroxx, and Teroxx does not assume responsibility for its
accuracy or completeness. This document may provide links to
third-party websites. These sites are not controlled by Teroxx,
and we are not responsible for their content or operation. The
inclusion of any link does not imply endorsement by Teroxx.

Potential Conflicts of Interest: Teroxx and its affiliates may hold,
manage, or trade in the crypto-assets or protocols discussed in
this document for their own accounts or for the accounts of
their clients.

Timeliness of Information: Unless otherwise indicated, the
information in this document is current as of the date of its
preparation and will not be updated to reflect subsequent

information, events, or changes in circumstances.

Foreign currency fluctuations: The results presented are
expressed in United States dollars (USD). Investment returns
may increase or decrease due to currency exchange rate
fluctuations, and the final return, when converted into your local
currency (EUR), may differ from the figures shown here.

Regulatory Notice: This document is considered a marketing
communication under the MiCA Regulation. It has not been
prepared in accordance with the legal requirements designed
to promote the independence of investment research and is not
a crypto-asset white paper as defined under MiCA.
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