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Key Takeaways
• Headlines throughout the period, as well as high inflation 

and monetary and fiscal tightening, led to a challenged 
quarter for several Traditional Finance (TradFi) and 
digital asset sectors.

• Over the course of the quarter, Maker (MKR) and 
Avalanche (AVAX) entered the investible universe, and 
we made an initial allocation to the protocols. We also 
increased exposure to smart contract platform and 
decentralized finance digital assets while reducing 
exposure to the currency, infrastructure, and 
metaverse/gaming digital sectors.

Market Overview
The fourth quarter proved to be challenging for digital 
assets in the wake of sector-specific issues along with 
inflationary headwinds, which continued to bring increased 
monetary and fiscal tightening. The Consumer Price Index 
(CPI) showed a growth of 6.5% over the last year, although 
the most recent data showed a slight decrease of 0.1% in 
December.1
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The FOMC (“Fed”) remained hawkish during the quarter as 
it implemented a total of 125 basis points in interest rate 
hikes, bringing Fed funds to their highest levels since the 
Global Financial Crisis.2 The Fed also continued to 
increase quantitative tightening of the Federal Reserve’s 
balance sheet, which has reduced by about $363 billion 
since June 2022.3 December ended the year on a lighter 
note with a strong jobs report from the Bureau of Labor 
Statistics, adding 223K new jobs during the month, which 
brought the unemployment rate down 0.2% from November
to 3.5%. 4, 5

These macroeconomic challenges proved to be tough for 
both growth stocks and digital assets throughout the 
quarter. For instance, S&P 500 Index closed the quarter up 
4.38% while the NASDAQ Index fell 2.58% over the same 
period. The digital assets space was not spared from the 
negative sentiment endured by global markets over the 
quarter, with the global crypto market cap landing at 
approximately $794.17 billion as of December 31, a decline
of 15.10% since September quarter-end.6 Bitcoin and 
Ethereum, the top 2 digital assets by market cap, fell by 
15.01% and 10.18%, respectively. Another key 
performance metric for the digital assets space is total 
value locked (TVL), which is the amount of capital staked in 
all decentralized finance (DeFi) protocols. Total value 
locked (TVL) was trending lower than earlier quarters last 
year at $39.12 billion.7 Correlation between traditional 
finance (TradFi) sectors remained at moderate levels.  

TradFi and Digital Asset Correlation Matrix
10/01/2022 – 12/31/2022

1.00

0.97 1.00

0.53 0.52 1.00

-0.69 -0.67 -0.56 1.00

0.49 0.48 0.47 -0.75 1.00

0.56 0.54 0.30 -0.56 0.23 1.00

0.50 0.48 0.28 -0.50 0.20 0.96 1.00

G
ol

d

B
TCAG

G

Q
Q

Q

SP
Y

ET
H

D
XY

SPY

QQQ

AGG

Gold

BTC

ETH

DXY

1

0.8

0.6

0.4

0.2

0

-0.2

-0.4

-0.6

-0.8

-1

Correlation data reflects 10/01/22-12/31/22. Source: Yahoo Finance. 
Representative benchmarks: SPDR S&P 500 ETF Trust (SPY), Invesco QQQ 
Trust (QQQ), iShares Core U.S. Aggregate Bond ETF (AGG), U.S. Dollar Index 
(DXY), Bloomberg Composite Gold Index (BBGOLD:IND), Bitcoin (BTC), and 
Ethereum (ETH). For illustrative purposes only.
Diversification does not guarantee a profit nor protect against loss.

3-mo* 6-mo*

Since 
Inception

(06/30/22)*
Gross of Fees 
(USD) -15.56% -6.52% -6.52%

Net of Fees 
(USD) -16.22% -7.93% -7.93%

Performance
Average Annual Total Returns (%)
As of December 31, 2022

Past performance is not an indicator or a guarantee of future performance.
Net of fee returns are reduced with a model of 3% for equity and balanced 
strategies. The total wrap fee includes trading expenses as well as investment 
management, administrative and custodial fees. Accounts in the composite may 
have been charged trading expenses in addition to the standard bundled fee 
which may reduce pure gross performance. Gross of fee returns for wrap account 
may be pure gross before wrap fees, including brokerage fees related to trading 
expenses for transactions executed through the sponsor. Pure gross of fee 
returns do not reflect the deduction of any expenses, including transaction costs. 
Returns assume the reinvestment of dividends, interest, and realized and 
unrealized capital gains and losses.
*Cumulative Total Returns
To obtain specific information on available products and services or a GIPS® 
Report, contact your Franklin Templeton separately managed account sales team 
at (800) 822-8464. Franklin Separately Managed Accounts claims compliance 
with the Global Investment Performance Standards (GIPS®). GIPS® is a 
registered trademark of CFA Institute. CFA Institute does not endorse or promote 
this organization, nor does it warrant the accuracy or quality of the content 
contained herein.



Despite these performance challenges faced by the broader 
digital asset ecosystem, one sector in particular, Non-
Fungible Tokens (NFTs), saw some positive momentum. 
While NFT volumes were down 15.84% over the course of 
the entire quarter, December brought a 13.73% increase in 
volume from the previous month as many industry natives 
and traditional Web2 companies adopted the asset to launch 
new collections.8 Reddit, for example, launched a collection 
of profile pictures, or PFPs, minted on the Polygon 
blockchain that helped to onboard approximately six million 
users to NFT platform OpenSea.9 In November, parent 
company Meta disclosed a new feature to Instagram: an end-
to-end toolkit that will allow users to mint and sell NFTs also 
using the Polygon blockchain network.10 FIFA launched its 
own NFT marketplace “FIFA+ Connect” on the Algorand
blockchain in honor of the 2022 World Cup, allowing fans to 
interact with their favorite team via digital assets.11 Other 
unique applications for NFTs over the quarter included: a 
physical house in South Carolina represented by an NFT 
sold for $175k,12 music NFTs that allow artists to drop songs 
as digital collectibles,13 or a physical and digital skateboard 
NFT issued by Azuki that sold for 309 ETH.14 In 2022 alone, 
approximately 80% of first transactions from digital wallets 
were related to NFTs.15

Another sector to highlight despite its negative overall 
performance is infrastructure, specifically layer two (L2) 
protocols. An L2 protocol is built on top of an existing 
blockchain network, where it essentially borrows features 
(such as security) from the layer one protocol but is designed 
to make the existing layer one (L1) more scalable, flexible, or 
efficient. The decline in performance did not cause 
stagnation in development; for example, although the TVL on 
Ethereum’s L2 protocols declined 14.30% over the quarter, 
we continued to see increased development on many of 
these blockchains.16 Arbitrum, for example, is a scaling 
blockchain for decentralized applications (dApps) and 
gaming on Ethereum. Optimism is another example of an L2 
gaining traction in the Ethereum ecosystem. These scaling 
solutions increase Ethereum’s throughput capacity and allow 
for lower transaction fees.

An event that caught mainstream media attention and 
spurred negative market sentiment for digital assets over the 
quarter was the fall of FTX, which prior to its demise was the 
second largest trading exchange in the world. In early 
November, a report from CoinDesk surfaced that showed a 
significant amount of assets held by Alameda Research, a 
crypto trading firm and affiliated entity of FTX, were in the 
native FTX token ($FTT). A run on FTT put pressure on the 
token’s price that put both Alameda Research and FTX in 
jeopardy. FTX found that with the price of its native token 
plummeting, the risk of bankruptcy rose precipitously. It was 
also later revealed the trading platform’s corporate controls 
suffered material deficiencies, as client assets were used 
against the exchange’s own liabilities. This capital 
management failure exposed a multi-billion dollar hole on 
FTX’s balance sheet, meaning client assets were severely 
undercollateralized. On November 11, 2022, FTX and FTX 
U.S. filed for Chapter 11 bankruptcy.17

FTX’s downfall cultivated distrust among many investors 
toward centralized exchanges (CEX), and we observed a 
massive uptick in decentralized exchange (DEX) volume on 
platforms like Uniswap and Curve in November.18 DEX 
volume on November 6, 2022 was approximately $51.26 
billion, levels that the sector hasn’t seen since May of last 
year.19 Despite this capital management failure and its 
volatility impacts, we want to emphasize that the foundational 
distributed ledger technology supporting digital assets 
remains fully functional. However, rather than marking the 
end of investment interest in this emerging ecosystem 
because of a bad actor, the event is instead likely to prompt a 
deeper understanding of nuances within the space between 
decentralized and centralized exchanges, the relationship of 
a token to its issuing entity, and most importantly, the need 
for due diligence and proper oversight. We remain optimistic 
that future regulatory clarity will provide industry guidelines 
for proper asset collateralization and corporate controls to 
avoid these mistakes in the future.

Regardless of the last quarter’s tough market environment, 
we continued to see increased digital asset adoption globally, 
with many large corporations and governments announcing 
developments across all sectors of the space. The quarter 
begin with Google and Coinbase’s announced partnership in 
October, which aims to allow for payments via 
cryptocurrencies for cloud services.20 Similarly, Mastercard’s 
new pilot program “Crypto Source” aims to offer banks the 
ability to provide crypto trading and custody services to their 
customers.21 In November, the Federal Reserve Bank of 
New York’s Innovation Center released “Project Cedar,” a 12-
week proof-of-concept pilot program aimed at the 
development and understanding of central bank digital 
currencies.22 Payment processing platform Stripe caught 
headlines later in the quarter with the debut of its own fiat-to-
crypto on-ramp, which aims to provide further interoperability 
to the digital assets space.23 Other developments, such as 
Metamask and Paypal’s partnership,24 or car companies 
Kia25 and Mercedes-Benz’s26 NFT initiatives, revealed 
increased Web3 adoption both from large companies and 
state governments, which should help further development 
for the underlying protocols and the asset class. 

Portfolio Positioning
Franklin Templeton Digital Assets Core seeks to provide 
capital appreciation through market capitalization weighted 
exposure to digital assets that pass our selection process, 
excluding stablecoins and meme coins. In terms of 
allocation, we saw an increase in smart contract platform and 
decentralized finance focused digital asset sectors and a 
reduction in currency, infrastructure, and metaverse/gaming 
related digital assets. Two additional digital assets became 
available to our investment universe over the quarter that 
met our strategic selection requirements, which were added 
to the portfolio: Maker (MKR) and Avalanche (AVAX).
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Sector Performance Contribution
Asset
Symbol

Avg. 
Weight 

(%)

Return 
Contrib. 

(%)  
Decentralized 
Finance (DeFi)

AAVE, MKR, 
UNI 1.17 -0.23

Infrastructure LINK, FIL, GRT 0.92 -0.30

Metaverse/Gaming AXS, MANA, 
SAND 0.46 -0.38

Smart Contract 
Platforms

AVAX, ETH, 
FTM, DOT, 
MATIC, SOL

33.70 -4.64

Currency BTC, XTZ 63.75 -9.58

Top Contributors
Avg. 

Weight (%)
Return

Contrib. (%)  
Maker (MKR) 0.13 0.00
Avalanche (AVAX) 0.40 0.00
Fantom (FTM) 0.04 -0.02
Polygon (MATIC) 1.41 -0.03
The Graph (GRT) 0.05 -0.05

For portfolio returns see the net of fees return which includes the deduction of a 
3.0% annual wrap fee, which is the maximum anticipated wrap fee for equity and 
balanced portfolios. The portfolio characteristics and sector attribution shown are 
for illustrative use and do not reflect composite performance, fees or expenses of 
the portfolio. The portfolio characteristics and sector attribution are based on a 
model portfolio, not an actual client account. The model portfolio is a hypothetical 
portfolio whereby the portfolio characteristics and sector attribution are based on 
simulated trading and account activity of a client account invested in this strategy 
and assumes no withdrawals, contributions or client-imposed restrictions. 
Characteristics and sector attributions of individual client accounts may differ 
from those of the model portfolio as a result of account size, client-imposed 
restrictions, the timing of client investments, market conditions, contributions, 
withdrawals and other factors. This information does not constitute, and should 
not be construed as, investment advice or recommendations with respect to the 
sectors and securities listed, and it should not be used as the sole basis for any 
investment decision. Past performance is no guarantee of future results. 

Maker (MKR), in the decentralized finance sector, is a peer-
to-peer contract lending platform allowing for over-
collateralized loans. The blockchain accomplishes this by 
locking ETH in a smart contract and minting the stablecoin 
DAI, which is collateralized with USD. DAI is the largest 
crypto-backed stablecoin in the asset class and has been 
integrated in over 400 apps and services.27 MKR token 
holders govern the protocol through its decentralized 
autonomous organization (DAO). Over the quarter, MKR 
had a neutral impact to portfolio returns, though the network 
continued to push forward its development efforts. 
MakerDAO voted in favor of allocating $500M DAI into U.S. 
Treasuries and corporate bonds;28 the protocol also voted 
affirmatively to custody $1.6 billion of the USDC stablecoin 
with Coinbase.29 Founder Rune Christensen proposed an 
“endgame plan” aiming to make the protocol more 
decentralized, which the DAO voted in favor of. MakerDAO
also boosted the savings rate of DAI from 0.01% to 1% in 
December.30

Avalanche (AVAX), in the smart contract platform sector, is 
a Proof-of-Stake (PoS) decentralized platform for launching 
scalable and interoperable decentralized apps (dApps). 
Avalanche is multi-chain network with three core chains. 
Developers who want to build on Avalanche can create their 
own custom network within Avalanche’s ecosystem or on 
other existing blockchain networks with minimal hardware.31

Over the quarter, AVAX had a neutral impact to portfolio 
returns, though the network continued to push forward its 
development efforts. OpenSea, the largest decentralized 
platform for NFTs, launched on the Avalanche blockchain 
with 200 collections native to the network.32 A partnership 
between Securitize Capital and KKR caught headlines, as 
the duo set out to tokenize KKR’s Health Care Strategic 
Growth Fund II (HCSG II) on Avalanche’s blockchain.33

Avalanche’s parent Ava Labs announced a partnership with 
Japanese gaming company BLRD to launch a Web3 game 
in 2023.34 The blockchain also broke 450 million total 
transactions as of November 21, 2022, increasing total 
transactions by 1,507% since a year prior.35

Fantom (FTM), in the smart contract sector, is a 
decentralized platform for smart contracts. The blockchain is 
an L1 whose core architecture is made up of two main 
layers: the ware layer and the consensus layer. The 
consensus mechanism for the blockchain is Lachesis, which 
enables nodes to send messages. FTM had a negative 
0.02% contribution to the portfolio over the quarter. 

For portfolio returns see the net of fees return which includes the deduction of a 
3.0% annual wrap fee, which is the maximum anticipated wrap fee for equity and 
balanced portfolios. The portfolio characteristics and sector attribution shown are 
for illustrative use and do not reflect composite performance, fees or expenses of 
the portfolio. The portfolio characteristics and sector attribution are based on a 
model portfolio, not an actual client account. The model portfolio is a hypothetical 
portfolio whereby the portfolio characteristics and sector attribution are based on 
simulated trading and account activity of a client account invested in this strategy 
and assumes no withdrawals, contributions or client-imposed restrictions. 
Characteristics and sector attributions of individual client accounts may differ 
from those of the model portfolio as a result of account size, client-imposed 
restrictions, the timing of client investments, market conditions, contributions, 
withdrawals and other factors. This information does not constitute, and should 
not be construed as, investment advice or recommendations with respect to the 
sectors and securities listed, and it should not be used as the sole basis for any 
investment decision. Past performance is no guarantee of future results. 

Portfolio Highlights
For the fourth quarter, Franklin Templeton Digital Assets 
Core performance was -16.22% (net of fees). On an 
absolute basis, all sectors detracted from positive 
performance. Decentralized finance, infrastructure, and 
metaverse/gaming detracted from the portfolio the least 
while smart contract platforms and currency sectors had a 
further negative impact.

The market capitalization weighted nature of Franklin 
Templeton Digital Assets Core led to Bitcoin and Ethereum 
dominating overall portfolio contribution at -12.54% versus 
the alternative digital asset bucket at -2.59% of total 
portfolio contribution. 

The tough market environment of the last quarter 
diminished performance, and on an individual asset basis, 
the leading contributors were positions in Maker, 
Avalanche, and Fantom. The primary detractors were 
Solana, Ethereum and Bitcoin.
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Bottom Contributors

For portfolio returns see the net of fees return which includes the deduction of a 
3.0% annual wrap fee, which is the maximum anticipated wrap fee for equity and 
balanced portfolios. The portfolio characteristics and sector attribution shown are 
for illustrative use and do not reflect composite performance, fees or expenses of 
the portfolio. The portfolio characteristics and sector attribution are based on a 
model portfolio, not an actual client account. The model portfolio is a hypothetical 
portfolio whereby the portfolio characteristics and sector attribution are based on 
simulated trading and account activity of a client account invested in this strategy 
and assumes no withdrawals, contributions or client-imposed restrictions. 
Characteristics and sector attributions of individual client accounts may differ 
from those of the model portfolio as a result of account size, client-imposed 
restrictions, the timing of client investments, market conditions, contributions, 
withdrawals and other factors. This information does not constitute, and should 
not be construed as, investment advice or recommendations with respect to the 
sectors and securities listed, and it should not be used as the sole basis for any 
investment decision. Past performance is no guarantee of future results. 

Avg.
Weight (%)

Return
Contrib. (%)  

Decentraland (MANA) 0.18 -0.15
Uniswap (UNI) 0.85 -0.17
Solana (SOL) 1.31 -1.42
Ethereum (ETH) 29.34 -2.96
Bitcoin (BTC) 63.73 -9.58

Polygon (MATIC), in the smart contract sector, is a 
blockchain network providing scaling solutions for the 
Ethereum ecosystem. Founded in October 2017 as 
“Ethereum’s internet of blockchains,” the multi-chain system 
provides a variety of solutions that act as scaling 
aggregators for Ethereum with layer two blockchains, side 
chains and sovereign blockchains. The most popular scaling 
solution in the network is Polygon Proof-of-Stake, which 
acts as an Ethereum side chain by running its own validator 
set and utilizing Ethereum’s security. The other scaling 
solutions are focused on zero knowledge proofs or 
optimistic rollups and engineering infrastructure. MATIC had 
a negative 0.03% contribution to the portfolio over the 
quarter. 

The Graph (GRT), is an indexing blockchain protocol built 
on Ethereum and other blockchains. Open APIs built by 
developers allow for the querying of on-chain data that is 
then indexed by the network’s nodes, or active participants 
that support the network by validating its data. GRT had a 
negative 0.05% contribution to the portfolio over the quarter, 
though the blockchain did continue to extend its 
interoperability to support the Polygon network.36

Decentraland (MANA), in the metaverse and gaming sector, 
is a blockchain-based virtual world. Founded in 2017, 
Decentraland allows users to create, explore and trade in the 
first-ever virtual world owned by its users.37 MANA detracted 
0.15% from the portfolio’s contribution over the last quarter. In 
October, the blockchain aimed to provide transparency 
around daily active users (DAU) and other key metrics 
through partnering with data and analytics platform 
WeMeta.38 Decentraland also launched a new platform that 
allows users to rent virtual land to earn passive income off of
their digital assets.39

Uniswap (UNI), in the decentralized finance sector, is a 
blockchain-native, decentralized digital asset exchange 

(DEX). Founded in 2018, Uniswap acts as an automated 
market maker by creating more efficiency with token liquidity 
issues through automated solutions like liquidity pools and 
oracles. Currently, the blockchains supported on Uniswap’s 
DEX include: Ethereum, Polygon, Arbitrum and Optimism. 
UNI contributed -0.17% to the portfolio’s contribution during 
Q4 of 2022. Though Uniswap has been dominating the DEX 
space, its position as one of the market leaders was 
somewhat challenged during the fallout of FTX, as investors 
looked to other decentralized exchanges.40 Uniswap is also in 
the midst of a “fee switch” governance proposal that hasn’t 
played out just yet but has the potential to increase the 
protocol’s revenues.41

Solana (SOL), in the smart contract sector, is a 
decentralized, smart contract blockchain with its own 
cryptocurrency. Founded in 2020, Solana is often categorized 
as an “alternative layer 1 blockchain,” and is optimized for 
speed and scalability. It utilizes the PoS method for 
blockchain consensus, but also implements a new timestamp 
system called Proof-of-History that speeds the time to 
consensus. SOL negatively impacted the portfolio, with 
contribution of -1.42%. Solana suffered contagion from the 
fallout of FTX as its trading arm, Alameda Research invested 
in the protocol’s Initial Coin Offering (ICO).42 Alameda 
reportedly held approximately $1.2 billion in SOL that is not 
able to be recovered.43

Ethereum (ETH), in the smart contract sector, is a 
decentralized, smart contract blockchain with its own 
cryptocurrency. Founded in 2013, Ethereum allows for the 
use of smart contracts and the ability to build decentralized 
applications. Often categorized as a layer 1 blockchain, 
Ethereum was once a Proof-of-Work (PoW) blockchain and 
recently transitioned to PoS in an event referred to as “The 
Merge.” ETH, Ethereum’s native token often referred to as 
“programmable money,” had a negative contribution over the 
last quarter of -2.96%. Ethereum has not been spared from 
the macro headwinds of the last quarter, but also faces some 
competitive challenges; there are many new market entrants 
who bring cheaper, faster, and more easily scalable 
technology than Ethereum’s current offering.

Bitcoin (BTC), in the currency sector, is the original 
cryptocurrency and often referred to as “digital gold.” 
Originally proposed by the alias Satoshi Nakamoto in a paper 
in 2008, Bitcoin is the first application of blockchain’s peer-to-
peer network and distributed digital ledger to create a 
network for decentralized digital currency. The protocol uses 
the PoW consensus mechanism to secure its network 
through a cryptographic mathematical puzzle that validates 
transaction data on the chain. Bitcoin’s portfolio contribution 
was -9.58%. Bitcoin was another protocol that was not 
invisible to the macroeconomic challenges of the quarter 
along with negative market sentiment from FTX and its 
imposing liquidity issues.

Digital Asset and Strategy Outlook
Despite Q4’s gloomy markets and implications from the fall of 
FTX, we believe that digital assets are poised for growth. The 
asset class has attributed significant advancement over the
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past few years. In our opinion, blockchain technology 
adoption is a major theme on which investors will become 
increasingly focused in the years ahead. We believe that 
digital assets are frontier risk alternatives – new investible 
opportunities that capture the return streams of novel 
business models and can generate long-term growth. We 
believe that this growth trajectory will proliferate as 
companies continue to develop and deploy new technologies 
on blockchain rails, and as the digital assets that power the 
economics behind blockchains are increasingly adopted in 
investors’ portfolios. 

We have assessed the long-term value of blockchain 
technology and its impact on the operations of asset 
management businesses. We expect it to be a foundational 
technology in the financial services industry that makes use 
of massive amounts of data records. With this fundamental 
understanding, we see how this technology can be useful to 
any number of industries and commercial endeavors. 

Timing-wise, we think the market is at an interesting 
inflection point. Inflation appears to be turning; probabilities 
of a Fed pivot are increasing. DCG’s Genesis brought the 
last of the major 2022 crypto contagions that created a major 
overhang on the industry in the fourth quarter. With the 
recent Chapter 11 filing of Genesis and negotiated plan with 
creditors, the asset class appears to be on a path beyond 
the year’s crises towards resolution. Despite total market 
capitalization back at January 2018 levels and other 
indicators like the Bitcoin market-value-to-realized-value 
ratio still hovering around 1x, monthly developer activity for 
the asset class is still trending up at approximately 3x levels 
from January 2018.15 Digital Asset product pipelines across 
industry participants appear to be as robust as they’ve ever 
been, so we are excited to uncover what the year ahead 
may bring.

Anthony Pecore
Senior Vice President
Director, Digital Asset Management

Nine investment team members who are involved in 
fundamental and quantitative research, data science, and 
trading.

Investment Team
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What should I know before investing?

All investments involve risk, including the loss of principal. Certain Accounts 
will invest in cryptocurrencies, such as, but not limited to, Bitcoin or Ethereum, as 
well as other digital representations of value or rights (including for investment, 
finance or idle cash purposes). Such assets or investments may be transferred and 
stored electronically, using distributed ledger technology or other technology, and 
may include but are not limited to any decentralized application tokens and 
blockchain-based tokens and other digital assets, or instruments for the purchase of 
such, including but not limited to token rights agreements, token warrants and other 
instruments (together with cryptocurrencies, “Digital Assets”). Investments in Digital 
Assets are subject to many specialized risks and considerations, including but not 
limited to risks relating to (i) immature and rapidly developing technology underlying 
Digital Assets, (ii) security vulnerabilities of this technology, (iii) credit risk of Digital 
Asset exchanges that may hold an Account’s Digital Assets in custody, (iv) 
regulatory uncertainty around the rules governing Digital Assets, Digital Asset 
exchanges and other aspects and parties involved with Digital Asset transactions, (v) 
high volatility in the value/price of Digital Assets, (vi) unclear acceptance of some or 
all Digital Assets by users and global marketplaces, and
(vii) manipulation or fraud resulting from the pseudo-anonymous manner in which
ownership of Digital Assets is recorded and managed. 
Additional risks applicable to Digital Assets Strategies include:
Asset allocation risk: The portfolio manager’s ability to achieve the investment 
goal(s) may depend upon their skill in determining a portfolio’s asset allocation mix 
and/or selecting sub-advisers. There is the possibility that their evaluations and 
assumptions regarding asset classes and the selected sub-advisers will not be 
successful in view of actual market trends.
Concentration risk: Concentrating investments in a particular country, region, 
market, industry, or asset class means that performance will be more susceptible to 
loss due to adverse occurrences affecting that country, region, market, industry or 
asset class. A portfolio concentrating in a single state or jurisdiction is subject to 
greater risk of adverse economic, market, political or social conditions and regulatory 
changes than a portfolio with broader geographical diversification.
Cybersecurity risk: Portfolio manager(s), service providers to the portfolios and 
other market participants increasingly depend on complex information technology

https://www.bls.gov/news.release/cpi.nr0.htm
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https://www.federalreserve.gov/releases/h41/20220630/
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https://coinmarketcap.com/charts/
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https://dune.com/polygon_analytics/reddit-collectible-avatars
https://franklintempleton-my.sharepoint.com/personal/austin_childs_franklintempleton_com/Documents/SM%20Data%20Science%20-%20Shared%20Folder/Research/CRYPTO/Listed%20Token/Listed%20Token%20Marketing%20Materials/Eaglebrook/Product%20Commentary/12_31_22/Drafts/1.%09https:/cointelegraph.com/news/come-one-come-all-meta-to-bring-nft-minting-and-trading-to-instagram
https://blockworks.co/news/messi-ronaldo-world-cup-nfts
https://twitter.com/Rusty_Bill/status/1582098885933027328
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https://blockworks.co/news/azuki-nfts-set-the-record-for-most-expensive-skateboards-in-history
https://www.developerreport.com/developer-report
https://l2beat.com/scaling/tvl
https://www.reuters.com/business/ftx-start-us-bankruptcy-proceedings-ceo-exit-2022-11-11/
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https://defillama.com/dexs
https://www.cnbc.com/2022/10/11/google-selects-coinbase-to-take-cloud-payments-with-cryptocurrencies.html
https://blockworks.co/news/new-mastercard-program-looks-to-offer-crypto-capabilities-to-banks
https://cointelegraph.com/news/ny-fed-launches-12-week-cbdc-pilot-program-with-major-banks
https://blockworks.co/news/stripe-enables-crypto-on-ramp
https://blockworks.co/news/buy-ethereum-using-paypal-metamask
https://blockworks.co/news/kia-nfts-support-animal-shelters
https://blockworks.co/news/mercedes-benz-hints-at-metaverse-plans
https://makerdao.com/en/
https://blockworks.co/news/makerdao-votes-to-allocate-500m-dai-into-us-treasuries-bonds
https://medium.com/the-crypto-paper/makerdao-becomes-the-largest-holder-of-usdc-on-coinbase-34f226947238
https://ambcrypto.com/makerdao-increases-its-dai-savings-rate-thanks-to-competitive-defi-landscape
https://www.avax.network/
https://blockworks.co/news/opensea-adds-avalanche-marketplace-avax-traders-shrug
https://cointelegraph.com/news/491b-asset-manager-kkr-s-health-care-fund-tokenized-on-avalanche
https://coingape.com/avalanche-parent-ava-labs-to-launch-first-web3-game-in-2023/
https://ambcrypto.com/avalanches-latest-milestone-can-leave-avax-investors-in-this-pleased-state-of-mind/
https://ambcrypto.com/graph-protocol-adds-support-for-polygon-but-what-does-it-mean-for-matic/
https://decentraland.org/
https://decentraland.org/blog/announcements/we-meta-a-new-approach-to-analytics-in-decentraland/
https://cointelegraph.com/news/decentraland-launches-virtual-property-renting-for-land-owners
https://ambcrypto.com/yes-uniswap-uni-was-king-in-2022-but-at-what-cost
https://ambcrypto.com/uniswap-uni-community-remains-at-crossroads-despite-314x-potential/
https://blockworks.co/news/solana-price-sinks-to-single-digits-for-first-time-in-nearly-2-years
https://www.coindesk.com/business/2022/11/02/divisions-in-sam-bankman-frieds-crypto-empire-blur-on-his-trading-titan-alamedas-balance-sheet/?outputType=amp
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and communications systems to conduct business functions. These systems are 
subject to a number of different threats or risks that could adversely affect the 
portfolio and their investors, despite the efforts of the portfolio manager(s) and 
service providers to adopt technologies, processes and practices intended to mitigate 
these risks and protect the security of their computer systems, software, networks 
and other technology assets, as well as the confidentiality, integrity and availability of 
information belonging to the portfolios and their investors.
Liquidity risk: Liquidity risk exists when the markets for particular securities or types 
of securities are or become relatively illiquid so that it is or becomes more difficult to 
sell the security, partially or in full, at the price at which the security was valued. 
Illiquidity may result from political, economic, or issuer-specific events; changes in a 
specific market’s size or structure, including the number of participants; or overall 
market disruptions. Securities with reduced liquidity or that become illiquid involve 
greater risk than securities with more liquid markets. 
Market risk: The market value of securities or other investments will go up and 
down, sometimes rapidly or unpredictably. Investments may decline in value due to 
factors that affect an individual issuer (such as the result of supply and demand) or a 
particular industry or sector. A security’s or other investment’s market value may also 
go up and down due to general market activity or other results of supply and demand 
unrelated to the issuer, such as real or perceived adverse economic conditions, 
changes in interest rates or exchange rates, or adverse investor sentiment generally.
Non-diversification risk: Non-diversification of investments means a portfolio may 
invest a large percentage of its assets in securities issued by or representing a small 
number of issuers. As a result, the portfolio’s performance may depend on the 
performance of a smaller number of issuers, and it may be more sensitive to a single 
economic, business, political, regulatory, or other occurrence than a more diversified 
portfolio might be.
New strategy risk: The Franklin Templeton Digital Assets Core strategy has no 
operating history and is being first offered to client accounts during the third quarter 
of 2022. 
Volatility risk: Trading prices for Digital Assets have historically been highly volatile. 
The value of the Digital Assets held by an account could decline rapidly, including to 
zero. Digital Assets have not been in existence long enough to assess the volatility of 
market cycles with any precision and an investment in an account may turn out to be 
substantially worthless. Investors should be prepared for volatile market swings and 
prolonged bear markets.
Unlisted securities risk: Unlisted securities (i.e., securities not listed on a stock 
exchange or other markets and for which no liquid secondary trading market exists) 
may involve a high degree of business and financial risk and may result in substantial 
losses. The companies underlying such securities may have relatively limited 
operating and profit histories. Many of these companies may also need substantial 
additional capital to support expansion or to achieve or maintain a competitive 
position and there is no assurance that capital will be available to finance such 
needs. In the absence of a liquid trading market for unlisted securities, they will be 
difficult to value. It is also possible that such investments will be difficult to liquidate 
when desired, which may limit the ability to realize their full value. Although it is 
generally desirable that unlisted securities become listed in due course, there can be 
no assurance that this will be the case, or that sufficient liquidity for substantial 
shareholdings will be available following listing.
Valuation: The strategy may directly or indirectly invest in securities for which 
reliable market quotations are not available. The process of valuing such securities is 
based on inherent uncertainties, and the resulting values may differ from values that 
would have been determined had readily available market quotations been available. 
As a result, the values placed on such securities by the Advisers may differ from 
values placed on such securitiesbyother investors or a client’s custodian and from 
prices at which such securities may ultimately be sold.
For complete details on the strategy’s risk factors, refer to Form ADV Part 2A.

Glossary
AGG: An exchange-traded fund that tracks an index of U.S. investment-grade
bonds, including treasuries, agencies, CMBs, ABS and investment-grade 
corporates.
BBGold: An index comprised of the Bloomberg Gold Tracker Total Return Index 
(BBGTTR) that is made up of liquid exchange-traded futures on gold, and the 
iSHARES Gold Trust (IAU), which is a gold investment fund.

BTC: The original cryptocurrency and often referred to as “digital gold”.
Consumer Price Index: A price index that measures the price of a weighed
average market basket of consumer goods and services purchased by households.
DXY: An index that tracks the price of the U.S. dollar against six foreign currencies: 
the Euro, Japanese Yen, British Pound, Canadian Dollar, Swedish Krona, and 
Swiss Franc.
ETH: A decentralized, smart contract blockchain with its own cryptocurrency.
FOMC: The Federal Open Market Committee within the Federal Reserve System is 
charged under U.S. law with overseeing the nation’s open market operations.
NFT: A Non-Fungible Token is a unique digital identifier that cannot be copied, 
substituted, or subdivided, that is recorded in a blockchain, and used to certify 
authenticity and ownership.
QQQ: An exchange-traded fund that tracks the performance of the Nasdaq-100 
Index.
SPY: An exchange-traded fund that tracks the performance of the S&P500 Index.
Web2: The current state of the internet that contains user-generated content 
provided more interactivity for end users.
Web3: The next wave of the internet which incorporates concepts such as 
decentralization, blockchain technologies, and token-based economies.

Important Information
Any information, statement or opinion set forth herein is general in nature, is not 
directed to or based on the financial situation or needs of any particular 
investor, and does not constitute, and should not be construed as, investment 
advice, forecast of future events, a guarantee of future results, or a 
recommendation with respect to any particular security or investment strategy 
or type of retirement account. Investors seeking financial advice regarding the 
appropriateness of investing in any securities or investment strategies should 
consult their financial professional.

Separately Managed Accounts (SMAs) are investment services provided by 
Franklin Templeton Private Portfolio Group, LLC (FTPPG), a federally registered 
investment advisor. Client portfolios are managed based on investment instructions 
or advice provided by affiliated subadvisors of Franklin Templeton. Management is 
implemented by FTPPG, the designated subadvisor or, in the case of certain 
programs, the program sponsor or its designee.

On December 1, 2022, Legg Mason Private Portfolio Group, LLC (LMPPG)
changed its name to Franklin Templeton Private Portfolio Group, LLC (FTPPG).

These materials are being provided for illustrative and informational purposes only. The 
information contained herein is obtained from multiple sources that are believed to be 
reliable. However, such information has not been verified, and may be different from 
the information included in documents and materials created by the sponsor firm in 
whose investment program a client participates. Some sponsor firms may require that 
these materials be preceded or accompanied by investment profiles or other 
documents or materials prepared by such sponsor firms, which will be provided upon a 
client’s request. For additional information, documents and/or materials, please speak 
to your financial professional or contact your sponsor firm.

Franklin Templeton (FT) is not undertaking to provide impartial advice. 
Nothing herein is intended to provide fiduciary advice. FT has a financial 
interest.

FRANKLIN ADVISERS, INC. (“FAV”) IS A MEMBER OF NFA AND IS SUBJECT TO 
NFA'S REGULATORY OVERSIGHT AND EXAMINATIONS. FAV HAS ENGAGED 
OR MAY ENGAGE IN UNDERLYING OR SPOT VIRTUAL CURRENCY 
TRANSACTIONS IN A MANAGED ACCOUNT PROGRAM. ALTHOUGH NFA HAS 
JURISDICTION OVER FAV AND ITS MANAGED ACCOUNT PROGRAM, YOU 
SHOULD BE AWARE THAT NFA DOES NOT HAVE REGULATORY OVERSIGHT 
AUTHORITY FOR UNDERLYING OR SPOT MARKET VIRTUAL CURRENCY 
PRODUCTS OR TRANSACTIONS OR VIRTUAL CURRENCY EXCHANGES, 
CUSTODIANS OR MARKETS. YOU SHOULD ALSO BE AWARE THAT GIVEN 
CERTAIN MATERIAL CHARACTERISTICS OF THESE PRODUCTS, INCLUDING 
LACK OF A CENTRALIZED PRICING SOURCE AND THE OPAQUE NATURE OF 
THE VIRTUAL CURRENCY MARKET, THERE CURRENTLY IS NO SOUND OR 
ACCEPTABLE PRACTICE FOR NFA TO ADEQUATELY VERIFY.
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