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bravenewcoin.com

BNC LIQUID INDEX SERIES QUARTERLY REVIEW

Brave New Coin Index Governance Committee announces the following items discussed during the BNC Quarterly
Index Review. This change will affect the Bitcoin Liquid Index (BLX), Ethereum Liquid Index and XRP Liquid

Index (XRPLX).

XRP Liquid Index (XRPLX) Launch

The Index Committee is pleased to announce that a new Liquid Index is ready to be released. The XRPLX will follow
the same methodology as the BLX and ELX, including the Price Anomaly Factor and tracking the most liquid end of

the XRP market.

The official launch date will take place on 1st May 2019.

Index

XRP Liquid Index (BLX)

Exchange

Bitstamp
Bitstamp
Bitstamp
Kraken
Kraken
Kraken
Bitfinex
Bitfinex
Poloniex

Market

XRP/USD
XRP/EUR
XRP/BTC
XRP/USD
XRP/EUR
XRP/BTC
XRP/USD (From Q2 2017)
XRP/BTC (From Q2 2017)
XRP/BTC

More details about the XRP Liquid Index (XRP) can be found here.
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UPDATE TO THE METHODOLOGY OF BNC LIQUID INDEX SERIES

Trust Factors

After an internal analysis, it was decided to remove the subjective criteria (external audit, response to security
incidents, withdrawal capabilities) from the trust factor calculations.

Price Anomaly Factor (PAF)

To reduce the impact of any diverging constituent in the LX calculation the Index Committee decided to implement a
fourth weighting factor in the calculation methodology (on top of Volume, Liquidity and Trust factors). This factor will
evaluate the price deviation between a specific constituent and the median of the constituents, and reduce the

contribution of constituents that are above a threshold.

The table below summarizes these changes.

Methodology

Trust Factors

Previous

Series of qualitative factors that
are applied on top of the
quantitative method.

Updated

The trust factors will be now purely
algorithmically generated based on prior
performance. This change also makes the
LX series further aligned with the IOSCO
guidelines by removing these elements.

Price Anomaly Factor (PAF)

Investigation of implementing a
price divergence factor.

The Price Anomaly Factor (PAF) will be
applied as of this quarter to increase the
robustness of the LX Series. This Factor
decreases the impact of a diverging
constituent in the Index price.

These changes will take effect on 1 May 2019.
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UPDATE TO THE CONSTITUENTS OF BNC LIQUID INDEX SERIES

VOLUMES DISTORTION IN BITCOIN LIQUID INDEX (BLX) HISTORY

From around mid-July 2016 BTCChina (BTCC) reported a pattern of rapidly increasing volumes. BTCC were a
natural candidate for the BLX - they were the oldest established player after MTGOX and amongst the most
significant in levels of trading.

However it became clear that their removal of fees attracted bot trading and the fallout of suspected wash trading
distorted any real measurement of their volume. This violated our inclusion criteria, specifically:

e (g) Maintain orderly market conditions at all times
e (h) Maintain a significant record of liquidity.

In response, the Index Committee took a series of actions to reduce BTCC's influence on the BLX but continued to
capture the full trade history and hence the total volume. Elevated volumes continued until the intervention of the
PBOC in January 2017 which forced them to reintroduce fees. The BLX was left with the legacy of these volumes
which distort the charting history of the index.

In order to achieve this policy it has been taken to cap the volume figures in such a way as to limit the effective
weighting of BTCC to 30% of the BLX constituent total from July 2016 through to January 2017.

In order to preserve the facility to audit the results, the index for that period has also been recalculated.

Excluded:
Source Market Reason
BTCC (formerly [ BTC/CNY The decision has been taken to recalculate the BLX volume during the period
Bitcoin China) where BTCC volume spiked in regards to the 0% trading fees and the fallout
of suspected wash trading. This impacts on the period from July 2016 to end
of Jan 2017.

These changes will take effect on 21 May 2019.
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UPDATE TO THE CONSTITUENTS OF BNC LIQUID INDEX SERIES

BNC has set its minimum number of constituent exchanges for index compilation at six. This ensures effective data
redundancy and uncompromised index quality. The Index Committee has decided to keep the same constituents for
the Ethereum Liquid Index (ELX) and XRP Liquid Index (XRPLX) this quarter.

Index Source Market = Reason

Bitcoin Liquid Index ALL ALL Aside from the removal of historic volume from BTCC, the Index

(BLX) Committee has decided to keep the same constituents this
quarter.

Ethereum Liquid Index ALL ALL The Index Committee has decided to keep the same constituents

(ELX) this quarter.

XRP Liquid INdex ALL ALL The Index Committee has decided to keep the same constituents

(XRPLX) this quarter.
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EVALUATION OF CONSTITUENTS

The Index Committee decided to start analysing the following markets because of their significant liquidity. The below
marketplaces and their pairs will be evaluated during the next quarter for inclusion.

Index Exchange Market ‘
Bitcoin Liquid Index (BLX) Kraken BTC/USD
Ethereum Liquid Index (ELX) itBit ETH/USD
Kraken ETH/USD
XRP Liquid Index (XRPLX) Coinbase Pro XRP/USD

About the Brave New Coin Liquid Indices program

Brave New Coin’s (BNC) goal is to be the preferred provider of Market Data and Analysis to the global Cryptographic
Asset market. BNC’s focus is on transparent, timely and compliant market data and index solutions, something we
have been providing since 2014. The Liquid Indices Program™ provides benchmark and reference pricing to the most
liquid end of the respective markets. The Liquid Indices Program has been independently audited and aligned with
I0SCO benchmark principles (SOC and EU BMR reviews pending).

For further information on BNC Indexes or BNC data, please visit our web site at www.bravenewcoin.com, or contact:

Rory Manchee
Phone: +61 408 626 544

Email: rory@bravenewcoin.com
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