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DISCLAIMER

This presentation has been prepared by Digital Capital Management Pty Ltd ACN 621 816 395 (DCM). The purpose of this presentation is 
to provide the recipient of this presentation (Recipient) with general research. It is supplied to the Recipient on the understanding that it is not 
to be used for any other purpose. This Presentation contains statements, opinions, projections, forecasts and other material (forward looking 
statements), based on various assumptions. Those assumptions may or may not prove to be correct. None of DCM or it’s respective officers, 
employees, agents, advisers or any other person named in the Presentation make any representation as to the accuracy or likelihood of 
fulfillment of the forward looking statements or any of the assumptions upon which they are based.

Alpha Node Capital Pty Ltd ACN 603 150 634 (ANC) is the licensee of DCM and the trustee of The Digital Fund (Fund). The information 
contained in this Presentation was not prepared by ANC but was prepared by other parties. While ANC has no reason to believe that 
the information is inaccurate, the truth or accuracy of the information contained in the Presentation cannot be warranted or guaranteed. 
Anyone viewing the Presentation must obtain and rely upon their own independent advice and inquiries.

NOT AN OFFER

This presentation does not constitute an invitation, recommendation or offer by DCM or ANC, its shareholders or any of their respective 
agents, affiliates, related bodies corporate, officers, directors and employees for the investment in the Fund. This presentation does not 
advertise any such information or offer. This document is not a prospectus, product disclosure statement or other disclosure document (as 
each of those terms are defined in the Corporations Act 2001 (Cth)) and does not contain all of the information that would be contained 
in a prospectus or other disclosure document prepared under the Corporations Act 2001 (Cth). Recipients considering in investing 
in the Fund must obtain and read through the The Digital Fund Information Memorandum a copy of which can be obtained at www.
digitalcapitalmanagement.com.au.

NO REPRESENTATION OR WARRANTY

No representation or warranty, express or implied, is made as to the fairness, accuracy, completeness or correctness of the statements, 
estimates, opinions, conclusions and other information contained in this presentation. DCM and ANC does not have any responsibility 
to update or correct any information contained in this document. To the maximum extent permitted by law, DCM and ANC and its 
affiliates and related bodies corporate, and their respective officers, directors, employees, agents and advisors (relevant party), accept 
no responsibility for any information provided in this presentation, including any forward looking information, and disclaim any liability 
whatsoever (including, without limitation, any liability arising from fault or negligence) for any direct or indirect loss or damage howsoever 
arising from any use of this presentation or anything contained in or omitted from this presentation or otherwise arising in connection 
therewith. Delivery of this presentation does not imply and should not be relied upon as a representation or warranty that there has been.

PAST PERFORMANCE

Past performance is not a reliable indicator of future performance.

NO AUTHORITY

No person other than DCM is authorised to give any information or make any representation in connection with DCM not contained in this 
presentation. Any information or representation not so contained may not be relied upon as being authorised by DCM.

ACCEPTANCE

Each attendee of this presentation or any entity or person receiving this document represents, warrants and confirms that it accepts the 
qualifications, limitations and disclaimers set out in this Disclaimer.

A copy of the IM may be obtained from www.digitalcapitalmanagement.com.au

https://www.digitalcapitalmanagement.com.au/
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In the spotlight are two of Digital Capital Managements largest portfolio allocations. We 
dive deeper into these two crypto assets to understand more about their ESG rating.

BITCOIN

Bitcoin is a decentralised cryptocurrency that has been in existence for the longest period and has the largest market share. It employs a 
process called mining, which involves solving complex mathematical problems to ensure the network’s security and resilience. The concept 
was first introduced in 2008 through a whitepaper written by an individual or group of individuals who used the name Satoshi Nakamoto. 
Subsequently, Bitcoin was launched in January 2009.

Bitcoin’s consensus mechanism relies on the energy-intensive proof-of-work (PoW) algorithm, which has raised concerns over its potential 
environmental impact. The term Bitcoin ESG refers to the environmental, social, and governance implications of the energy-intensive PoW 
algorithm used for mining, as well as the decentralised and unregulated nature of the Bitcoin network. The negative environmental impact of 
Bitcoin mining has led to concerns over its ESG rating and calls for the industry to transition towards more sustainable practices. The social 
and governance implications of Bitcoin relate to its potential use in illegal activities and lack of regulation, which could be viewed as a risk 
factor for investors considering Bitcoin as an investment.

There are several ways in which Bitcoin’s ESG can be improved. Some of these solutions include:

a. Transition to renewable energy sources: Bitcoin mining consumes a lot of energy, but the environmental impact can be reduced by using 
renewable energy sources such as solar, wind, or hydroelectric power.

b. Increase energy efficiency: By using more energy-efficient mining hardware and optimising mining processes, Bitcoin miners can reduce 
their energy consumption and carbon footprint.

c. Implement carbon offset programs: Bitcoin mining companies can participate in carbon offset programs, which allow them to purchase 
carbon credits to offset their carbon emissions.

d. Support transparency and traceability: Bitcoin transactions can be made more transparent and traceable, which can help reduce the 
risk of illegal activities such as money laundering and financing of terrorism.

e. Increase regulatory oversight: More regulatory oversight can help ensure that Bitcoin transactions are conducted in compliance with 
laws and regulations, and that environmental and social standards are being met.

By implementing these solutions, the Bitcoin industry can work towards improving its ESG performance and ensuring a more sustainable 
future for the industry. Please note that achieving greater transparency and regulatory oversight (items 4 and 5) in the Bitcoin industry may 
be challenging due to the decentralised and pseudonymous nature of the technology, as well as the complex and evolving regulatory 
landscape. While efforts are being made to increase transparency and regulatory oversight, there is no guarantee that these efforts will be 
successful or sufficient to address all concerns related to Bitcoin’s ESG performance.

Green Crypto Research - Bitcoin 01/01/2023

ENVIRONMENT:  D

• The highest energy consumption per transaction of all blockchains

• Very high energy consumption

• Very high electronic waste

SOCIAL:  B+

• Decentral store of value and means of payment

• Very good distribution of assets

• Relative to other blockchains high entry and usage barriers

GOVERNANCE:  B+

• Only a few mining pools control more than 50%

• No threatening legal/regulatory concerns

• No known security incidents since inception in 2009

Blockchain is the technology behind Bitcoin, which is a type of digital currency that operates independently of banks and governments. 
There are about 260,000 Bitcoin transactions per day with an average fee of $1.5 per transaction. However, mining Bitcoin generates 
6,000 tons of electronic waste and 60 million tons of CO2 emissions per year. Currently, there are no exclusions or requirements under the 
SFDR or EU Taxonomy that apply to Bitcoin, except for Article 6 of SFDR.

SFDR stands for the Sustainable Finance Disclosure Regulation. It is a regulation that was adopted by the European Union in 2019 and 
went into effect in March 2021. The regulation establishes a classification system for financial products based on their ESG characteristics, 
which includes three categories: Article 6 (products with no ESG focus), Article 8 (products promoting ESG characteristics), and Article 9 
(products with a sustainable investment objective).

https://www.greencryptoresearch.com/blockchains/bitcoin-btc
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ETHEREUM

Ethereum has undergone a significant transition from the conventional proof of work (PoW) consensus algorithm to a more eco-friendly and 
sustainable proof of stake (PoS) consensus mechanism. This move was primarily aimed at reducing the carbon footprint associated with the 
energy-intensive process of mining blocks on the Ethereum network.

As a result of this shift towards a greener approach to blockchain technology, Ethereum’s Environmental, Social, and Governance (ESG) 
rating has received positive recognition, with a sustainable potential for ESG at a commendable B grade.

It is noteworthy that our portfolio has a heavy weighting to Ethereum. This strategic allocation underscores our confidence in the long-term 
viability and potential of the Ethereum network to provide sustainable returns while fostering environmental sustainability.

Green Crypto Research - Ethereum 01/01/2023

ENVIRONMENT:  B

• Switched from proof-of-work to proof-of-stake on September 15, 2022

• Low energy consumption

• Low electronic waste

SOCIAL:  B-

• Infrastructure for decentral applications

• Very good distribution of assets

• Relative to other blockchains high entry and usage barriers

GOVERNANCE:  A-

• Transparent decision making

• Well-established with over 4,000 developers

• With the exception of the DAO hack in 2015, there have been no known security incidents since inception

Compared to Bitcoin, Ethereum requires a lesser amount of energy to operate. Its annual power consumption is 0.4 billion kWh, with a 
power consumption of 0.85 kWh per transaction. Ethereum processes around 1.2 million transactions daily, with each transaction incurring 
an average fee of $5. The PoS consensus mechanism used by Ethereum produces 40 tons of electronic waste and 200 thousand tons of 
CO2 emissions every year. A GCR report shows that the exclusion under SFDR applies to Ethereum, and that Articles 6 and 8 under SFDR 
also apply. The EU Taxonomy is also applicable, and the report states that the system does not harm the environment.

Comparison of Fund Portfolio’s ESG Rating

Name GCR ESG Rating Envvironment Social Governance Updated

Bitcoin BTC D D- B+ B+ 01/01/2023

Ethereum ETH B B B- A- 01/01/2023

Binance Coin BNB B A- B- B 01/01/2023

Cardano ADA A A- A- A+ 01/01/2023

Litecoin LTC C C- A- C+ 01/01/2023

Polygon MATIC A A+ A- A- 01/01/2023

Monero XMR D D+ C D+ 01/01/2023

Aave B A+ B B+ 30/01/2023

Chanlink LINK B A- A- B+ 31/10/2022

Source: Green Crypto Research

https://www.greencryptoresearch.com/blockchains/ethereum-eth
https://www.greencryptoresearch.com/
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DCM PORTFOLIO

The shift from proof-of-work to proof-of-stake consensus mechanisms in Ethereum highlights the growing awareness of the environmental 
impact of blockchain technology. This transition aims to reduce the energy consumption and carbon footprint associated with transaction 
verification and block validation by replacing the computationally intensive mining process with a more energy-efficient approach that 
relies on staking.

While there have been concerns raised about the environmental, social, and governance (ESG) implications of Bitcoin, some mining 
companies have taken proactive steps to mitigate their carbon emissions and enhance their ESG ratings. This includes the adoption of 
renewable energy sources, such as solar and wind, and the deployment of high-efficiency mining equipment that can maximise the 
computational power per unit of energy consumed.

Our fund remains optimistic about the long-term investment potential of both Ethereum and Bitcoin, and as such, maintains a significant 
weighting allocation towards these assets. While there are legitimate concerns surrounding the ESG implications of blockchain technology, 
we believe that the industry’s efforts to address these issues will lead to the development of more sustainable and socially responsible 
practices in the space.

We believe that a balanced and nuanced approach is necessary when evaluating the investment potential of blockchain technology, 
taking into account both its opportunities and risks, as well as its ESG implications. By staying informed and proactive in our investment 
strategy, we aim to capture the potential upside of this emerging asset class while promoting sustainable and responsible practices in the 
industry.
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SOURCES:

Deloitte

https://www2.deloitte.com/content/dam/Deloitte/ie/Documents/Audit/IE_SustainableFinanceDisclosureReg_Article8Funds.pdf 

Dodo.eco

https://dodo.eco/blog/struggling-to-understand-sfdr-articles-6-8-and-9 

Green Crypto Research January 2023

https://www.greencryptoresearch.com/

The White House, Sept. 2022. 

https://www.whitehouse.gov/ostp/news-updates/2022/09/08/fact-sheet-climate-and-energy-implications-of-crypto-assets-in-the-
united-states/

https://www.whitehouse.gov/wp-content/uploads/2022/09/09-2022-Crypto-Assets-and-Climate-Report.pdf 

University of Cambridge

https://ccaf.io/cbeci/ghg/index 

Disclaimer: The content in this post is based on information from Green Crypto Research, and is provided for informational purposes only.
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