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DISCLAIMER

A This presentation is for educational and academic purposes only. Nothing
contained in this presentation constitutes investment, legal, or tax advice.

B Company and project names mentioned are used as examples only. References do
not imply any endorsement or criticism of specific organizations.

i@ Business practices described are implied based on market observations and
public data. They do not represent confirmed internal operations of any specific
entity.

|~ Past performance is not indicative of future results. Readers should conduct their
own research and consult qualified professionals before making any investment
decisions.




THE BEGINNING OF OUR JOURNEY

ACT I: Why Care?

Why you should care about the hidden financial machinery



LEARNING OBJECTIVE #]

Who REALLY Decides?

Every "decentralized" decision is made by
real humans with real incentives.

e The "decentralized" narrative often masks centralized control

* Follow the money to find who really decides and what theirincentives are

"When a project says 'governed by the community,' look for the small group of wallets controlling 90% of governance
tokens."



LEARNING OBJECTIVE #2

The Money Tralil

If you want to understand crypto finance,
always trace where the money flows.

Venture ¢ Project = Exchanges ¢ Retail P,
Capital Team & MMs Investors e

Know your position in the value chain




LEARNING OBJECTIVE #3

Exit Liquidity

Exit Liqluidity: Someone who buys so others
can sell.

J 5 0 L

Music Plays Music Stops No Chair = Loss

In crypto, retail investors are often left standing when
sophisticated players have secured their seats with their edges.




3 Goals for Today

(1) See the Flow

(2) Know the Incentives

(3) Protect Your Capital



The Power of the Value Chain

A simple framework that solves complex puzzles

ILDJInderstand Understand Solve
ayers B Incentives | Puzzles
\é\gr:ct)rglza;isci What drives each Predict market

it - th player's decisions patterns others
pro1ts inthe and actions find mysterious

system

Simple linkages reveal what seems like complex chaos




PUZZLE #1

Order Book Mystery

Normal Product Launch

” Buyers > Sellers

aa2aa2a2a
y

[
1:10 Buy Pressure [aldel=S{e]¢:]

High demand, limited supply

Buyers line up to purchase

The Puzzle:

they appear so urgently?

Crypto Token Launch

Price

1.98

2.01
2.02
2.03

Amount Total

7,840
Massive Sell Walls

& Current Price: 2.0‘®\LAJSDT >

25,000
50,000 10:1 Sell Pressure
200,00C

Massive sell walls appear immediately

- Sellers dramatically outnumber buyers

With limited supply at launch, where do these massive sell orders come from and why do




REAL EXAMPLE

Massive Sell Pressure at Launch



PUZZLE #2

The VC Performance Gap

Traditional Finance Crypto Native
Sequoia Capital Renaissance Tech Wintermute
Venture Investing Trading Investing } Trading

Jump Crypto
Make No Sense to Merge Them! Investing > Trading

Pantera Capital
Investing } Liquid Fund

Powerful Synergy
@ Information advantage
@ Sophisticated exit strategies

© Active position management

\




PUZZLE #35

Futures vs Spot Mystery

VC-Heavy Tokens Bitcoin
SPOT: $2.00 SPOT: $69,500
FUTURES: $1.92 l FUTURES: $70,200
. Futures trade below spot price . Futures trade above spot price
. Negative funding rate . Positive funding rate

. Common in newly launched
tokens with heavy VC backing



PUZZLE #4: TVL VS REVENUE

The Disappearing Billions

At Launch
Weeks Later
TVL: $50M
Revenue: $0
TVL: $2B

Question 1: Where did all the capital go?
Question 2: Who was paying for all that TVL?




TRADITIONAL FINANCE

The Protective Sequence

Public Investment Comes AFTER Proven Value

@
' 32 e« & (&)

IDEA &
FINANCING PROOF PROFIT EXPAND IPO

O

Retail Investors Protected

The order protects later investors



CRYPTO FINANCE

The Great Inversion

® @

WHITEPAPER  VCTOKENS ~—~ HYPE ~ LISTING '\é'GTLBDE
= & w us o

Public investment comes BEFORE proving value

Marketing becomes more important than building




Why the Inversion Matters

Traditional Finance Crypto Finance
ok w
EXIT COMES AFTER VALUE EXIT COMES BEFORE VALUE
BUILD FIRST HYPE FIRST
>
EXIT LATER EXIT FIRST

When your exit comes before proving value, marketing
trumps building



MONEY FLOWS LIKE A WATERFALL

The 7-Level Value Chain

First Money In: VCs buy tokens at 90-95% discount via SAFT agreements,
gaining early access before public

= 1:Private Sale (VC Entry)

lu 2 Artificial Metrics Creating the lllusion: Projects manufacture activity metrics (TVL, users)
through incentives and airdrops

‘—_b 3: Exchange Gatekeeping The Gat.ekeepers: Exchahggs ;hgrge listing fees + token allocations,
controlling access to retail liquidity

. Price Engineers: MM compensation structure (token loans + call options)
N 2
I 4. Market Makers ‘ creates incentives for immediate selling

Perpetuals markets Large insiders sell
s - insi blocks privately to
I 5: Derivatives & 6: OTC Risk allow insiders to Hidden LS
) hedge locked .. OTC desks who
Management: e Selling: ="~
$ positions before distribute slowly to
unlocks occur mask selling pressure
P . . The Exit Liquidity: Retail buys tokens at highest prices after all insiders
= 7:Retail Investors $ ‘ have positioned to sell

The money flows downward, with each level extracting value before reaching retail




ACT Il - DEEP DIVE



Whitepapers: Narratives Over Value

The contrast between technical complexity and pure narrative

Scare You With Buzzwords

"Our Layer-2 ZK-rollup protocol integrates Al-
powered consensus mechanisms to enable DePIN
architecture with cross-chain interoperability
through recursive SNARK verification..."

optimizeStakeAllocation(tokens, validator set) {
// Complex algorithm that nobody reads
return promiseHighReturns;

}

50+ page whitepaper
* Complex diagrams nobody understands
« Technical jargon without substance

* References to academic papers never read

Not Even Trying

"$DOGE2 is the next generation meme token
bringing fun, community, and moon potential to
crypto. Join our vibrant ecosystem as we
revolutionize finance through the power of
memes..."

"We don't need complicated tech. We have a dog
with sunglasses. To the moon! s#2 72 7"

5 page "whitepaper"
* Mostly memes and emojis

* Zero technical details

«  Community-powered value promises



LEVEL T: THE PRIVATE SALE

SAFT Structure

@ Discount Rate
50-80% off public price. $0.10 for VCs vs $2.00 for retail.

@ Cliff Period

No selling allowed for 6-12 months after token generation event.

@ Vesting Schedule

Gradual token unlocks over 2-3 years (linear or milestone-based).

@ Valuation Cap

Maximum project valuation at which tokens will be distributed.




TOKEN ECONOMICS

How Does Vesting Work?

® O, O, O,

DAY 1 1 YEAR | 2-3 YEARS | 3+ YEARS
TOKEN LAUNCH CLIFF PERIOD LINEAR VESTING FULLY UNLOCKED
No VC tokens available to No tokens unlock during Tokens unlock gradually All VC tokens now
sell this period each month tradable

{ VCs can't sell immediately, but they can hedge }




LEVEL 1. THE PRIVATE SALE

Crypto VC: Betting on the Exit

ROI = Tokens x Exit Price / USD
Invested

What Are VCs Really Betting On?

« Exchange Tier 4 Quick Listing B1 Exit Liquidity

Top exchange listing = higher Faster cash cycles, not long- Retail demand at launch, not
exit price term utility business value

Discount Rate Exit Multiple Time to Exit



THE DARK REALITY

Why Fund 'Garbage' Projects?

They are betting on the exit, not the
business.

* Incrypto, people fund the hype machine, not the value proposition
e Success measured by listing speed and exit price, not product-market fit

e Quick cash cycles and token flips trump long-term building

"If there's a quick path to exit, even projects without real substance get funded."



LEVEL 2: ARTIFICIAL METRICS

Creating Fake Success

The Restaurant Analogy

A restaurant paying actors to sit at tables to look busy.

— Appears popular from outside
- Attracts real customers

Airdrops

~~ Free tokens to create artificial user numbers (Emmm, how about airdrop to insiders)

Liquidity Mining

Paying people to deposit funds to inflate TVL (Emmm, how about call a liquid fund)

P
[
|

'~ Wash Trading

R/
N\ Trading with yourself to fake volume metrics




LEVEL 2: ARTIFICIAL METRICS

Airdrop Farmers

lllusion of adoption through
manufactured engagement.

Professionals who interact with protocols solely to
maximize for free tokens

The Evolution of Airdrops:

Past: Community rewards that could be monetized
Present: Increasingly opaque distributions

Reality: Many airdrops now favor insiders &
institutions
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High TVL # High Adoption

TVL lllusion: Projects inflate Total
Value Locked through token

incentives TVL: $4.2 BILLION

Mercenaries, Not Users: Capital
Is temporarily parked for yield,
not actual usage

2 *
2

¢

Reality Check: When incentives
stop, TVL collapses—revealing

Revenue: $0

true (low) demand



LEVEL 3. EXCHANGES

The Premium Theater Effect

Even mediocre movies can succeed in
premium theaters.
PREMIUM IMAX EXPERIENCE

"Getting listed on Binance is like premiering at IMAX — the theater matters more than the content.”



LEVEL 3: THE WATERFALL SYSTEM

The Price of Access

Listing fees, token concessions, handshake deals

>
PROJECT pays for Access EXCHANGE
Cash Listing Fee Token Concessions Exchange Value Add
$0-3M Up to 10% Certification

"Exchanges are not markets. They are gatekeepers."




LEVEL 3: EXCHANGES

What Do Exchanges Really
Provide?

I The true value-add is ambiguous and difficult to separate

o_0
* 3 e
Certification Demand Liquidity

Trust signal to retail investors Access to retail investors Active trading market

"Projects pay millions for access, but what exactly are they buying?"




The Korean Premium: Demand-Driven Pricing

Why projects target Korean exchanges specifically

Upbit

Korea's largest crypto exchange

Price PremiumT

]
Global Exchanges N Korean Exchanges
$50,000 $57,500
Bithumb $50,000 $57,500

+15% Premium

Huge premium on most tokens

High retail demand, limited supply

Second largest Korean exchange
Large premium on average

Strong local community focus




LEVEL 3: EXCHANGE AS CATEKEEPER
Exchange-VC Conflicts of Interest

B
( Exchange \

Controls listing access & owns
VCarm

A CONFLICT OF INTEREST

-
—XH]
f — —
Early Project Listed Token
Receives investment from Listed on same exchange that
exchange's VC arm invested

Many major exchanges operate their own VC arms that invest in projects, then list those same projects
on their own exchange, creating a direct path to profit from both investments and trading fees.



ECONOMIC SYSTEMS COMPARISON

The Broken Equilibrium in Crypto

-
JUIEN

Traditional IPO System

In traditional markets, IPO survival is difficult, creating a
balanced system:

N

Venture Capital

Must carefully select only the best projects with real
potential for survival

Entrepreneurs

Must create quality projects to attract funding and
succeed in public markets

Exchanges

Limited bargaining power, act more as market facilitators
than gatekeepers

©@ Aligned Incentives: Quality projects succeed

5

Crypto's Broken Equilibrium

Abundant exit liquidity creates a distorted power system:

T

Venture Capital

Focus on quick exits and liquidity events rather than
sustainable value

Entrepreneurs

Can succeed with inferior projects due to early liquidity
opportunities

Exchanges

Massive bargaining power as crucial gatekeepers to
liquidity

A Misaligned Incentives: Quick exits over quality

Key Insight: Early exit liquidity fundamentally breaks the equilibrium that ensures quality in traditional markets

The power shift creates a system where exchanges have disproportionate influence, unlike traditional markets



LEVEL 4. MARKET MAKER MECHANICS

Passive Market Makers

What is a Passive Market Maker?

Trading firm that provides liquidity by
maintaining open orders on both sides of
the market at predetermined spreads.

Maintains continuous bid and ask orders

Simple Example: The Spread
TOKEN/USDT Order Book

Ask (Sell Price) $10.05

«~ Spread: $0.10 -

Bid (Buy Price) $9.95



LEVEL 4: THE WATERFALL SYSTEM

Market Maker Compensation

Two Main Things in Compensation Methods

1. Token Inventory Loans

-
— =3 v
—— 4lh
S 7 2M 7 Market
J Tokens Maker

0 Return same amount in 6 months

L Sell High
1 Buy Low

= Profit

2. Embedded Call Options

a

Right to buy tokens at fixed price

© Price Protection
&la Asymmetric Advantage

Result: Structural Bias Toward Selling




LEVEL 4: MARKET MAKER MECHANICS

What Is a Call Option? (Super Simple)

A call option gives you the right to buy
something at a fixed price in the future

The Deal The Outcomes
7 Token price today: $10 - If price stays at $10:
Don't use option (Why pay $12

option: lock in $12 purchase when market price is $10?)

A
& price in the future
T If price rises to $15:

Use option to buy at $12 (Save $3
per token!)

Market makers get options to pay themselves when helping projects with
tokens




LEVEL 4. MARKET MAKERS
Project's Perspective on Options

What Projects Think: The Reality Gap:

Options incentivize market makers to
h price high :
PRI FIIES gy Market makers see this completely
They don't have to pay for market differently
making services

(As we'll see on the next slide)

A

e Win-win situation for both parties

Projects believe they're being clever with option structures, but in

reality, they're creating powerful misaligned incentives that work
against their own interests.




LEVEL 4: MARKET MAKER STRATEGY

Market Maker Payoff: The Asymmetry

Market makers profit asymmetrically - they make more money when prices fall than they lose
when prices rise. Say market makers sell all the tokens, with option at 1.15.

" Price Falls 50% T Price Rises 50%
Initial Final MM Profit Initial Final MM Loss (Limited)
$1.00 * $0.50 ~ +50% $1.00 * $1.50 = -15%

2 Asymmetric Payoff Structure

80

60

40
Limited Loss Zone (Call Options Cap)

20

Profit/Loss %

e

$0.20 $0.40 $0.60 $0.80 $1.00 $1.20 $1.40 $1.60 $1.80 $2.00
Token Price

@ Key Insight
Market makers have a structural bias toward selling because their profit opportunity is
unlimited when prices fall, but their losses are capped when prices rise due to call options.




e Level 4 Market Maker Mechanics

Project vs Market Maker Perspectives

How projects fundamentally misunderstand market maker incentives

Scenario

Price drops
30%

Price rises
50%

Price rises
100%

Project adds
incentives

Project
Thinks

"Bad for MM"

"Great for
MM!"

"Amazing for
MM!"

"MM will
pump price"

MM Reality

+30% PROFIT

-15% loss (capped)

Still just -15% loss

MM shorts more
aggressively

Real-World Example

Tokens given to MM: 2,000,000 tokens
Initial price: $1.00 per token
If price drops 50%: +$1,000,000 profit

-$300,000 (capped

If price doubles:
price doubles loss)

3.3:1 favoring

Risk/Reward ratio: )
downside

Project Blind Spot

In reality, they've created a structural bias toward
selling pressure



Day-1 Order Book Mystery: Solved

Why new token launches show massive sell walls

Token XYZ Order Book - Day 1 Launch

$2.
$2.
$1.
$1.
$1.

$1.
$1.
$1.
$1.
$1.

05
00
95
90
85

80
75
70
65
60

2,500
15,000
42,000
68,000
75,000

8,000
5,000
3,500
2,000
1,500

Market maker risk
management strategy, not
organic selling

smaller buy orders

MM selling borrowed
inventory to lock in profits




VC-Market Maker Synergy: The Perfect Hedge

How VCs can bypass token locks by wearing two hats

The VC Problem DWEF Labs

Token Lock Period: Usually 12+ months before - Trading arm
tokens can be sold - Both invests in projects AND acts as market maker

Risk Exposure: Trapped during market volatility

Other Trading VC Examples
The Perfect Solution - Jump Crypto /Jump Trading

- Wintermute Trading / Wintermute Ventures

- GSR Markets / GSR Ventures

VC Arm: Invests in project with locked tokens
Trading Arm: Acts as project's market maker

The Advantage: sell from day one, no restrictions The Hidden Scandal

The Result: Perfect hedge against locked tokens While regular VCs are locked for 12+ months, trading
arm VCs can effectively exit early




LEVEL 4: THE WATERFALL CONTINUES

Before Listing: Aligned Incentives

Venture Capitalists Project Founders
P N
T - </>

VCs Founders
© Fund Projects © Build Product

© Advisory Support © Grow Community

< >
© Marketing Help © Prepare for Listing

The Alignment:

Before token listing, VCs and founders have perfectly aligned incentives — both want a
successful project with high token price and widespread adoption.




LEVEL 4: THE WATERFALL CONTINUES

Post Listing: The Execution Game

(J
X .
VC #1 &

° VC #2
Ky .
Founder :;\

Team

VC #3

The Race to Exit

Once tokens list, cooperation ends. Earlier sellers
get higher prices:

e First to sell: Best average price

e Last: Worst price, biggest losses

Game Theory: Why Cooperation Breaks Down

where everyone rushes for the exit.

l-lEXIT

Credit Suisse Analogy
Credit Suisse collapsed after The Archegos collapse

e |ast to sell: massive losses
e Other banks are fine

Even though coordinated selling would maximize total returns, individual incentives create a Prisoner's Dilemma




LEVEL 4. THE WATERFALL

Instruments & Tactics in the Exit
Race

Founders' Tactics VCs' Tactics

® Extra airdrops to themselves 1@ OTC sales of locked tokens

it Hidden allocations in smart contracts |~ Shorting futures against holdings
1@ OTC deals for locked tokens at discounts &lé Acting as market makers

<[> Vesting contract loopholes

Key Takeaway: Everyone races to be first to the exit, creating relentless
sell pressure in the market.

Similar to the Credit Suisse collapse: The last one to exit loses the most.

"Game theory dictates that even when cooperation would be better for all, individual incentives drive a race to sell."



LEVEL 4: THE EXIT RACE

Community Airdrops

e Community airdrops are typically unlocked immediately with no vesting

e Founders allocate "community airdrops" to through obscured wallet

often themselves addresses
e These mechanisms immediate selling while team tokens remain
enable pressure "locked"

to track or quantify

@ Hidden exits: Early unlocked tokens create selling pressure that's difficult for investors

"When founders say 'tokens are locked for 12 months,' check how much is allocated to ‘community’ and ‘advisors' first."”



LEVEL 5: DERIVATIVES

Futures Made Simple

A future is just a promise to buy or sell at a future date

SPOT MARKET FUTURES MARKET
s A
= &
"I buy now, e "I agree now,
| pay now" | settle later"
Immediate delivery Future settlement
How It Works:

* Buyer & seller agree on a price today for future delivery
* No tokens change hands until settlement date

* Allows betting on price direction without owning assets




LEVEL 5: DERIVATIVES

Hedging Locked Tokens

Simple Hedging Example

1M Locked Tokens
Cannot sell for 1 year

1M Short Futures
Can sell today

Perfect Hedge:
t Token price: +$1M on locked tokens, -$1M
on shorts

| Token price: -$1M on locked tokens, +$1M
on shorts

Result: Downward Pressure
Why Futures Get Pushed Lower:

> Many insiders shorting at once
> Limited long-side demand to offset

> Creates persistent futures discount

VC-Heavy Tokens Bitcoin

Futures < Spot Futures > Spot

Many locked insiders Few locked insiders
Heavy hedging activity Retail-driven demand



WATERFALL LEVEL 6

OTC Desks - The Hidden Distribution Network

When insiders need to sell large blocks of tokens without crashing the market

=) The Wholesale Model vl The Distribution Process
@ OTC desks buy large blocks privately at discounts (2-70%
ylarg p y ( ) :‘ @ .l_.l.
Private deals stay off public order books — no visible prints
© Priv y Ot pubil visible pri Insider } ?V:rghlzfssel: } Exchanges
© VCs and project founders can sell millions in tokens arEe Rlocksale inventory smallretaisales

discreetly

The OTC desk slowly distributes tokens to public exchanges over time,

OTC Price Example minimizing market impact while maximizing profit.

Wholesale Retail

$1.00 $2.00

Similar pattern observed in both bull and bear markets across hundreds of token projects



LEVEL 6: OTC DISTRIBUTION

The OTC-Perp-Spot Pipeline

Private OTC Deal

w = R

Insider sells tokens privately to
OTC desk

Immediate Hedge

> R = =

OTC shorts perpetuals to
eliminate risk

9

Gradual Selling

A - &

Tokens slowly sold on
exchanges over weeks after
unlock

Key insight: A single private sale becomes persistent, distributed selling pressure on the

public market




LEVEL 7: RETAIL - THE FINAL BUYERS

The Waterfall Bottom: Money In, No Way

Out

Retail puts money in that funds:

* VC profits

* Founder salaries & token sales

» Exchange listing fees

« Market maker compensation

The Exit Problem: To cash out, retail needs to find
new buyers willing to pay even higher prices.

VC Entry

$0.10

6-12 months
earlier

Market Maker

$0.50

1-2 months
earlier

—

Retail

$2.00

Day of hype

$
a

Primary Purpose:
Exit Liquidity forEarlier
Participants




The Math of Wealth Transfer

How Everyone Gets Paid (Except Retail)

& Who Gets Paid

Founders
Founders: VC investment + Token sales

VCs: Token price appreciation

Market Makers: Token inventory sales S E
Exchanges: Listing fees + Trading fees

VCs

Exchanges

%% Who Pays For It All Retall Profit _

. -52.0M -51.5M -51.0M -50.5M F0.0M $0.5M $1.0M
Retail Investors

Key Insight $2,000,000 Retail Money - $2,000,000

This isn't wealth creation - it's wealth Insider Profits
extraction from retail to multiple layers of
insiders




CASE EXAMPLE

Token Launch Timeline

Binance Listing [ Token Price (USD)
£3.00
_.__
$£2.50
$2.00
$1.50 40% Price L
$1.00
$0.50
50.00 @
DayQ Day 90 Day 120 Day 150 Day 180 Day 270 Day 365
Private Sale TGE Binance Listing Perps Launch OTC Distribution First Unlock
VC buys tokens at $0.10 =~ Token generation event Price jumps to $3.00 Funding rate goes Price slowly declines as Price crashes 40% as
each with very limited float (+3000%) negative as insiders VCs sell through OTC team tokens unlock
hedge

Key insight: These patterns repeat because incentives repeat. Once you understand this timeline, you can predict almost any token's market
behavior.



PATTERN RECOGNITION

The Predictable Market Cycle

Once you see the pattern, you can't unsee it

14 1. Private Sale | O 4, .In5|der Hedgmg
VCs enter at low prices Using futures/options
|~ 2. Artificial Metrics e 5. OTC Distribution
TVL inflation, airdrops ==8 Hidden selling begins
ﬁ 3. Exchange Listing ® 6. Retail Buying
The initial price "pop" @ OMO at peak prices

"These patterns repeat because the incentives repeat. The structure creates predictable market
behavior."




LEVEL 6: ACTIVE MARKET MAKING
What if there's not enough retail flow?

The Answer: Active Market Makers

When natural exit liquidity is insufficient, insiders deploy sophisticated market makers to
create artificial demand

Active Market Maker (aMM)
Runs cross-venue books (spot, perps, DEX)
Sets explicit price/volatility/volume targets
Goal: price support or path management

Not neutral quoting - actively manages price

Find your own information: Search for token price movements after market maker announcements




EXAMPLE 1
Market Maker Pushes Price Up, Then Dumps

> MMs accumulate tokens at low

Market Maker Strategy: prices before listing
Price is artificially pushed high on low liquidity, then rapidly sold as > Create short-term rally with
retail buyers enter or forced sell happens strategic buys

> Dump massive volume once
retail FOMO kicks in or they are
liquidated

Outcome:

MM exits with profit, retail left
holding the bag at inflated
prices




EXAMPLE 2
Coordinated Wash Trading and Event Pump

«» Coordinated buy orders and wash trading create artificial volume |~ Price peaks precisely when social attention maximizes

! Social media influencers and project hype amplify at precise timing £ Insiders profit on the spike, retail buys near top, suffers on dump



W VCs & Founders [TiERT

First choice of projects, with
discounts

B Exchanges TIER 2

Control access to liquidity and demand

&la  Market Makers TIER 3

Free token loans and call options for protection

&= OTC Desks TIER 4

See large flows and can trade ahead of retail

2e2  Retail Investors TIER 5

Need to Find Someone Else to Sell To

"Everyone above you in the pyramid has a structural advantage you don't have"



The Casino Trap

D

VCs

e RETAIL LIQUIDITY @

o
[

"If you don't know who the sucker at the table is, it's you."




REVEALING THE TRUTH

ACT lll - THE DARK REALITY



BUSINESS MODEL COMPARISON
Whose Interest Is Being Served?

Traditional Business Model Crypto Business Model
Company Project/Insiders
Creates Real Product/Service Creates Narrative/Marketing
Customers Pay Retail Buys (Exit Liquidity)
* Companies create value for customers first * Projects focus on attracting retail capital
*  Profit comes from customer satisfaction * Profit comes from selling tokens to later buyers
* Investors benefit from real business growth * Insiders exit before real value is created
* Long-term growth incentives aligned * Short-term extraction incentives dominate



ACT III: THE DARK REALITY

The Marketing Funnel

Coordinated campaigns drive retail FOMO at precise moments when insiders need exit liquidity

Social Media Campaigns & Influencer Promotions

== Partnership Announcements & Media Coverage
Gl Price Predictions & Technical Analysis
= "Diamond Hands" & "HODL" Community Memes
v "Last Chance" & Scarcity Messaging ®

(o) RETAIL FOMO




ACT Ill: THE DARK REALITY

Zombie Protocols and Abandonment

Why do projects stop developing after successful launches?

Build& Listing Exit Zombie
HyP< D

©@ Mission Accomplished: Goal was exit, not sustainable development
¥ Zombie Protocol: Maintained by unpaid volunteers after team exits

|~2 The Data: 71% of projects abandon development within 1 year




ACT IIl: THE DARK REALITY
Legal vs. lllegal Extraction

&l The Extraction Spectrum

While methods differ, the common goal remains: converting early, cheap tokens into cash via retail purchases.

LEGAL GREY AREA ILLEGAL

#

s |
a4 ~ A
Sophisticated Trading Coordinated Selling Market Manipulation
Strategic OTC deals, derivatives Timed announcements Insider trading, pump & dumps,
hedging, planned distribution coinciding with insider unlocks wash trading



SYSTEMIC DESIGN: IT'S NOT 'BAD APPLES', IT'S THE SYSTEM

LCOAELCEVEVE

Oy Structural Incentives Drive Behavior
The system's design inherently rewards extraction over long-term value creation. Misaligned incentives are built into the token-
based financing model.

2 Centralized Gatekeepers
Despite decentralization claims, power concentrates among VCs, exchanges, and market makers who control the flow of capital and
access to liquidity.

& Recu rring Patterns
The same cycle repeats because the underlying structure hasn't changed. These aren't isolated incidents but predictable outcomes of
the system's architecture.

Until structural reforms address these foundational issues, the crypto value chain will continue to systematically
transfer wealth from late-stage retail to early-stage insiders.




Technology Potential vs Market Reality

Technology Promise Market Reality
&* Global financial inclusion ®a Speculation-driven casino
« Near-zero transaction costs @ |~ Narrative & hype cycles
@ Self-sovereign identity & data i Concentrated insider control

1@ Trustless, permissionless systems Yo Extractive wealth transfer

<[> Open-source financial rails B1 Retail as exit liquidity




FROM KNOWLEDGE TO ACTION

RESOLUTION - PROTECTION TOOLKIT



RESOLUTION - PROTECTION TOOLKIT
How to Survive the Crypto Value Chain

(7 Strategic Skepticism
Question all narratives and hype cycles. When someone promises "guaranteed returns" or "revolutionary technology," ask who
benefits from your belief and what their incentives are.

@ Pattern Recognition
Learn to identify the 7-level waterfall system. Where are you in the cycle? If you're being targeted with marketing after institutional
money has entered, you might be positioned as exit liquidity.

g Follow the Money Trail
Track vesting schedules, funding rate patterns, and on-chain movements of insider wallets. When insiders are selling or hedging, it's
a powerful signal about their true expectations.

= Data Over Narratives
Prioritize verifiable metrics like real revenue and usage over theoretical possibilities. Demand transparency about token distribution,
insider allocations, and actual business performance.

"Knowledge is protection. Once you understand the structure, you can navigate it strategically rather than being navigated by it."




RESOLUTION: PROTECTION TOOLKIT

Detect the Waterfall Pattern Early

Use the cycle to inform your decisions. Here's how to identify where you are in the waterfall:

Early Warning Signs: Derivative Market Signals:

Massive marketing campaigns Persistent negative funding rates

Influencer coordinated promotions Funding rate flips before unlocks

Sudden TVL growth with no organic users Rising open interest before key dates
Exchange Listing Phase: Retail Positioning:

One-sided order books (sell heavy) Majority of volume coming from retail

Major exchange announcements Project focus shifting from building to marketing
"Get in early" marketing narratives

Remember: identify where you are in the waterfall,



RESOLUTION: PROTECTION TOOLKIT
Use Data, Not Narratives

Protect yourself by focusing on verifiable metrics instead of compelling stories.

B Narrative Signals |~ Data Signals
© Influencer endorsements @ Funding rate changes on perpetuals
© Partnership announcements @ On-chain flows to exchanges
© "Upcoming roadmap milestones" © Vesting schedules and unlock dates
© Trending hashtags and social buzz @ Real revenue vs. token emissions

Remember: The data reveals what insiders are actually doing, while narratives show what they want you
to believe.



PROTECTION TOOLKIT
Demand Real Metrics

TVL (Total Value Locked) alone is not enough. Protect yourself by demanding evidence of:

KR Real Revenue %2 Real Users
aa
Not token rewards, but actual fees generated from real Active addresses that aren't bots or incentivized
economic activity participants
% Real Utility ¢/> Real Development
Products that solve actual problems, not circular token Consistent GitHub activity, not abandoned repos after
economies fundraising
Real vs. Manufactured Metrics
© TVL - Ask instead: What percentage is from yield farming vs. organic deposits?

© Daily Active Users

€ Transaction Volume

Remember: A project's claimed metrics are only as reliable as their source and methodology

- Ask instead: How many users return after incentives end?

- Ask instead: What percentage is wash trading vs. legitimate activity?




