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1. Introduction

Why a Store-of-Value Index Matters Now: The global economy is entering a new regime—one
defined not by cyclical dynamics but by structural, monetary transformation. As governments
navigate unsustainable debt levels, policy orthodoxy gives way to financial repression, currency
debasement, and inflationary drift. In this uncertain world, the traditional foundations of institutional
portfolio construction—equities, bonds, and real assets—are proving incomplete.

This shift demands a rethinking of capital market assumptions (CMAs). In The Case for Store of
Value, former Coinbase Asset Management's CIO Marcel Kasumovich outlines why store-of-value
assets must be brought into the CMA framework. Unlike productive assets, store-of-value assets—
like gold and Bitcoin—derive their value not from yield but from scarcity, neutrality, and trust. Their
purpose is not to generate cash flow, but to preserve purchasing power when the system itself is in
flux.

Historically, gold fulfilled this role, acting as collateral in times of monetary disorder like the 1930s
and 1970s. Now, bitcoin is emerging as its digital counterpart: programmable, decentralized, and
scarce by design. Together, these assets form the core of a new monetary hedge—one that
complements, rather than replaces, the traditional toolkit.

The opportunity is no longer theoretical. The market value of store-of-value assets is projected to
grow from USD 20 trillion to USD 53 trillion by 2034, underpinned by structural fiscal imbalances
and accelerating institutional adoption. With expected real returns of 6% over the next decade and
diversification benefits uncorrelated to traditional assets, gold and bitcoin are no longer
optional—they are strategic.

But with this opportunity comes a practical challenge: how should institutional investors allocate
between these two fundamentally different assets? How can one capture bitcoin’s asymmetric
upside without taking on excessive volatility? And how can gold’s stability anchor the portfolio
without diluting performance?

The Coinbase Store of Value Index (SOV/ SOVG) is our answer.

It translates the macro thesis into a rules-based, volatility-aware strategy that combines gold and
bitcoin in a disciplined, adaptive framework. By dynamically allocating based on relative risk and
rebalancing quarterly, the index achieves what no static blend can: downside protection with long-
term upside capture.

What follows is the methodology behind this strategy—a modern implementation of the store-of-
value thesis, purpose-built for portfolios facing the next era of monetary change.
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2. Methodology: The Coinbase Store of Value Index

The Coinbase Store of Value Index operationalizes this thesis through a transparent, rules-based
strategy that combines gold and Bitcoin using a dynamic, volatility-aware allocation model. This
methodology balances gold’s historical reliability with Bitcoin’s asymmetric upside—offering a
modern hedge against the very forces undermining traditional CMAs.

A Volatility-Based Allocation Framework: The index allocates more weight to the less volatile asset
and rebalances quarterly. This approach preserves risk discipline while capturing upside potential.
The result is a portfolio that mirrors gold’s drawdown profile but delivers significantly stronger long-
term returns and risk-adjusted metrics.

Rather than choosing between gold and Bitcoin, the index captures both: the legacy store of value
and its digital successor. This dual exposure addresses two core institutional imperatives:

o Diversification Against Fiat Risk: As the U.S. fiscal trajectory deteriorates, the Fed may be
forced to prioritize financial repression over price stability, introducing long-term risk to
bondholders and fiat-denominated wealth.

e Institutional Accessibility: Both Bitcoin and gold are now institutionally accessible through
ETFs, custody solutions, and regulated futures. Barriers to entry have materially declined.

e Complementary Hedges: Gold and Bitcoin are not substitutes; they are complementary.
Gold excels in periods of macroeconomic stress; Bitcoin thrives in liquidity-driven
expansions. Both share one vital trait: they are not liabilities of any government or central
bank. The almost zero correlation (Graph 1) makes them ideal portfolio complements.

Graph 1: Bitcoin and gold are largely uncorrelated
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Source: MarketVector, Data as of November 17, 2025. Prices based on the MarketVector™ Bitcoin Benchmark Rate and GLD.
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Strategic Allocation Formula: A static 50/50 Bitcoin-gold allocation is impractical due to Bitcoin’s
higher volatility. Likewise, underweighting Bitcoin (e.g., 5% BTC / 95% gold) sacrifices long-term
returns.

The Coinbase Store of Value Index solves this through inverse volatility weighting:

Underlying Components:

e SOV (On-Chain version): Bitcoin (BTC), Paxos Gold (PAXG)
¢ SOVG (Off-Chain version): Bitcoin ETF (IBIT), Gold ETF (GLD)

Let ogrc and ogip represent the 90-day annualized volatility of Bitcoin and gold, respectively. The
weight of each asset is calculated as:

1/0prc
1/0gr¢ + 1/061p

WeightBTC = ) WeightGLD =1- WeightBTc

This dynamically tilts the portfolio:
e Away from Bitcoin during periods of elevated volatility.
e Towards Bitcoin when volatility subsides, creating a disciplined buy-low, sell-high
mechanism.
e Quarterly rebalancing ensures responsiveness without excessive turnover.

Performance

Table 1: Performance Metrics (2017-2025)

Total CAGR Sharpe Sortino Gain- Max Ann. Longest Av.DD
Return Ratio Ratio Pain Draw- Volat- DD Period
Ratio down ility Period

BMS50/50 4 603% 54% 121 1.84 123  -60% 39% 952 31
BMS/95  399%  20% 102 151 123 -22% 15% 629 23
COINSOV  1030% 31% 125 184 126 -28% 20% 598 21
COINSOV

G 956%  30% 126 189 127  -29% 19% 599 24
Bitcoin 9,448% 67%  1.03 1.54 118 -84% 69% 1078 52
Gold 239% 15% 074 108 119  -22% 15% 1305 41

Source: MarketVector, Ratios based on December 31, 2016 to November 17, 2025.
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Backtested from 2017 to 2025, the Coinbase Store of Value Index:

Outperforms all static Bitcoin-gold blends with a similar weighting profile in total return. The 50/50
allocation has significantly higher risk.

e Maintains a drawdown profile like gold.
e Delivers the highest Sharpe and Sortino Ratio among evaluated strategies.

The chart below (Graph 2) shows the cumulative performance of various Bitcoin—Gold allocation
strategies, all indexed to 100 as of January 2017. With the exception of the 50/50 Bitcoin—Gold
allocation, the Coinbase Store of Value Index outperforms all static benchmark mixes over the entire
period.

Graph 2: The Coinbase Store of Value Index strikes an optimal balance
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Source: MarketVector, Data as of November 17, 2025. Prices based on the Bitcoin Benchmark Rate and GLD ETF.

Notably, while the 50/50 Bitcoin—Gold allocation delivers strong returns, it also comes with higher
volatility and deeper drawdowns. More conservative mixes, such as the 5/95 benchmarks, lag
meaningfully in performance—underscoring the opportunity cost of an overly cautious positioning
compared to the Coinbase Store of Value Index.

Gold-only (GLD) strategies deliver the least return, consistent with their role as stability anchors
rather than growth drivers. The Coinbase approach, by dynamically adjusting to relative volatility,
strikes an optimal balance—delivering long-term upside while mitigating downside risk.

Drawdown Comparison: Despite allocating to a volatile asset like Bitcoin, the index’s worst
drawdown is only modestly deeper than gold’s, coming in at -28% versus gold’s -22% (Graph 3). This
is a critical behavioral advantage—it mitigates the emotional decision-making that often leads
investors to exit positions prematurely. In contrast, static 50/50 portfolios suffer significantly deeper
drawdowns, exposing the cost of ignoring volatility.
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Graph 3: Coinbase Store of Value similar to Gold in terms of Drawdowns
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The risk—return scatter plot reinforces these insights. Graph 4 depicts the relationship between the
compound annual growth rate (CAGR) and the Sharpe Ratio across a range of portfolio strategies,
illustrating the trade-off between return potential and downside risk. The Coinbase strategy (BBR-
Gold Inverse Volatility portfolio) stands out with superior risk-adjusted performance—combining a
high CAGR with the highest Sharpe Ratio among all strategies analyzed. This highlights the
importance of using risk-adjusted measures such as the Sharpe Ratio to more accurately assess

portfolio efficiency.
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Graph 4: The Coinbase strategy demonstrates superior risk-adjusted performance
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Graph 5 illustrates the quarterly returns distribution for the Coinbase Store of Value Index (purple
line), which applies an inverse volatility-weighted allocation, and for Gold (green line). The
histogram highlights the asymmetry of the strategy’s payoff. Gold’s return profile is narrow and
stable, while the index exhibits a broader, right-skewed distribution. This means the index captures
more high-return quarters, reflecting successful tactical allocation toward Bitcoin during calm
periods. The heavier right tail reinforces the index’s potential to outperform without
disproportionately increasing downside risk.
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Graph 5: The Coinbase Store of Value Index shows more positive skew
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Source: MarketVector, Data as of November 17, 2025. Prices based on the Bitcoin Benchmark Rate and GLD.

Behavioral Advantage: Buy-Low, Sell-High Mechanism. This inverse volatility approach embeds
a counter-cyclical mechanism:

e In bull markets, when Bitcoin volatility rises, the strategy reduces exposure.
e In bear markets, when Bitcoin sells off and volatility falls, it adds exposure.

This is the opposite of typical investor behavior and corrects for emotion-driven errors. It enforces
discipline and creates a systematic framework for capitalizing on Bitcoin’s asymmetric upside while
managing risk through gold.
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Graph 6: Buy Low, Sell High Mechanism
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Source: MarketVector, Data from March 15, 2017 to November 17, 2025. Weights based on the MarketVector™ Bitcoin
Benchmark Rate and GLD.

Graph 6 illustrates the quarterly rebalanced allocation between Bitcoin and gold based on inverse
volatility. Importantly, Bitcoin exhibits a unique behavior: volatility tends to increase dramatically
during bull markets—often accompanying explosive price appreciation.

This is unlike traditional assets, where volatility typically spikes during market declines. The strategy
helps harvest this asymmetric characteristic by reducing exposure when Bitcoin’s volatility rises
(often alongside price) and increasing exposure when markets calm.

This makes it a systematic 'buy low, sell high' framework, purpose-built for Bitcoin’s structural
volatility profile.

3. Conclusion

A 21st Century Store-of-Value Solution. In a world shaped by fiscal dominance, conventional risk-
free assets can no longer be relied on to preserve purchasing power. The combination of Bitcoin and
gold—allocated through a volatility-aware framework—offers investors a robust, adaptive, and
forward-looking store-of-value strategy.

The Coinbase Store of Value Index provides exactly this: a rules-based, transparent approach that
honors the timeless utility of gold while embracing the disruptive potential of Bitcoin. As economic
uncertainty deepens and monetary orthodoxy erodes, this strategy offers a new foundation for
capital preservation.
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Contact

info@marketvector.com

Martin Leinweber

mleinweber@marketvector.com

Martin Leinweber works as the Director of Digital Asset Research and Strategy at MarketVector
providing thought leadership in an emerging asset class. His role encompasses product
development, research, and communication with the client base of MarketVector. Before joining
MarketVector, he worked as a Portfolio Manager for equities, fixed-income, and alternative
investments for almost 20 years. Martin was responsible for the management of active funds for
institutional investors such as insurance companies, pension funds, and sovereign wealth funds at
the leading German quantitative asset manager Quoniam. Previously, he held various positions at
one of Germany's largest asset managers, MEAG, the asset manager of Munich Re and ERGO.
Among other things, he contributed his expertise and international experience to the establishment
of a joint venture with the largest Chinese insurance company PICC in Shanghai and Beijing. Martin
is co-author of “Asset-Allokation mit Kryptoassets. Das Handbuch “(Wiley Finance, 2021). It’s the
first handbook about integrating digital assets into traditional portfolios. He has a Master of
Economics from the University of Hohenheim and is a CFA Charter holder.

Jonas Weber

jweber@marketvector.com

Jonas Weber is an emerging expert in digital assets and investment strategies. As a Digital Asset
Analyst at MarketVector, he excels in generating innovative index ideas, conducting in-depth
research, and supporting client communications. Before joining MarketVector, Jonas honed his
skills as a working student in Investment Consulting. At Lurse AG, a pension consultancy firm, he
was instrumental in developing new investment strategies and analyzing the risk and performance
of model portfolios. His collaboration with Lurse AG also extended to his master’s thesis, which he
completed summa cum laude, focusing on various investment strategies and deriving optimal
guarantee levels.
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IMPORTANT DEFINITIONS AND DISCLOSURES

Copyright © 2025 by MarketVector Indexes GmbH (‘MarketVector’) All rights reserved. The MarketVector family of indexes
(MarketVector™, Bluestar®, MVIS®) is protected through various intellectual property rights and unfair competition and
misappropriation laws. MVIS® is a registered trademark of Van Eck Associates Corporation that has been licensed to
MarketVector. MarketVector™ and MarketVector Indexes™ are pending trademarks of Van Eck Associates Corporation.
BlueStar®, BlueStar Indexes®, BIGI® and BIGITech® are trademarks of MarketVector Indexes GmbH.

Redistribution, reproduction, and/or photocopying in whole or in part are prohibited without written permission. All
information provided by MarketVector is impersonal and not tailored to the needs of any person, entity, or group of persons.
MarketVector receives compensation in connection with licensing its indexes to third parties. You require a license from
MarketVector to launch any product that is linked to a MarketVector™ Index to use the index data for any business purpose
and all use of the MarketVector™ name or name of the MarketVector™ Index. The past performance of an index is not a
guarantee of future results.

It is not possible to invest directly in an index. Exposure to an asset class represented by an index is available through
investable instruments based on that index. MarketVector does not sponsor, endorse, sell, promote, or manage any
investment fund or other investment vehicle that is offered by third parties and that seeks to provide an investment return
based on the performance of any index. MarketVector makes no assurance that investment products based on the index will
accurately track index performance or provide positive investment returns. MarketVector is not an investment advisor, and it
makes no representation regarding the advisability of investing in any such investment fund or other investment vehicle. A
decision to invest in any such investment fund or other investment vehicle should not be made in reliance on any of the
statements set forth in this document.

Investments into cryptocurrencies 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 cryptocurrencies 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.

Prospective investors are advised to make an investment in any such fund or other vehicle only after carefully considering the
risks associated with investing in such funds, as detailed in an offering memorandum or similar document that is prepared by
or on behalf of the issuer of the investment fund or other vehicle. The inclusion of a security within an index is not a
recommendation by MarketVector to buy, sell, or hold such security, nor is it considered to be investment advice.

All information shown prior to the index launch date is simulated performance data created from backtesting ("Simulated past
performance”). Simulated past performance is not actual but hypothetical performance based on the same or fundamentally
the same methodology that was in effect when the index was launched. Simulated past performance may materially differ
from the actual performance. Actual or simulated past performance is no guarantee for future results.

These materials have been prepared solely for informational purposes based upon information generally available to the public
from sources believed to be reliable. No content contained in these materials (including index data, ratings, credit-related
analyses and data, model, software, or other application or output therefrom) or any part thereof (Content) may be modified,
reverse-engineered, reproduced or distributed in any form by any means, or stored in a database or retrieval system, without
the prior written permission of MarketVector. The Content shall not be used for any unlawful or unauthorized purposes.
MarketVector and its third-party data providers and licensors (collectively “MarketVector Parties”) do not guarantee the
accuracy, completeness, timeliness, or availability of the Content. MarketVector Parties are 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 1S” BASIS. MARKETVECTOR PARTIES DISCLAIM ANY AND ALL EXPRESS OR 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 MarketVector Parties 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.
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