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FUELARTS & FOREWORD

DEAR ART+TECH COLLEAGUES AND AFICIONADOS!

The realm of Art+Tech has shown a remarkable similarity
to the art market, responding to economic fluctuations with
an almost one-year delay. Following a triumphant year for digi-
tal artinterms of salesin 2021, arecordbreaking 2022 unfolded
in terms of infrastructure (marked by investments in startups),
juxtaposed against the backdrop of the ensuing bear market.
As we stand in the midst of 2023, we reluctantly acknowledge
that investment levels have receded and sales have yet to
regain their former strength.

In order to persevere, companies are shifting their focus from
direct investments to grant programs. They are also transition-
Ing their audience from digital to the more traditional physi-
cal realm, rebranding and exploring new markets. Simultane-
ously, they are actively generating fresh informational events,
striving to assure stakeholders of their well-being. Interesting-

We wholeheartedly concur with this sentiment, even if the
originator requested anonymity. From our own vantage point,
it's worth recalling that Elon Musk garnered popular affection
(not mere renown, but genuine affection) owing to his setbacks,
not just his victories. Those setbacks he candidly shared, and
we, in turn, empathized while hoping for his triumphs.

Presently, our response to adversity — whether it's the broad-
er market context, challenges tied to legitimizing the crypto
market, errors in business models, or waning enthusiasm for
transient interests — is being scrutinized by those to whom we
owe our advancement: our investors. The durability we exhibit
in the face of challenges, our adaptability to external shifts,
and our integrity during moments of failure will determine our
ongoing collaboration with them.

ly, they are either hastily integrating Al into their products or The COVID-19 pandemic spotlighted humanity's incredi-

publicly and vocally denouncing it. Surprisingly few startups

ble resilience and rapid adaptability in the face of adversity.

contemplate the possibility of initiating change from a differ- The challenges themselves have acted as catalysts for posi-

ent vantage point.

A prominent digital art strategist, with whom Fuelarts Is
pleased to engage in regular discourse regarding market dy-
namics, confided in us during a private conversation: «In re-
cent years, startups have made rapid strides in terms of ap-
plied knowledge and developmental pace. Yet, they seem to
have forfeited a crucial aspect — the ability to acknowledge
their missteps. Who among them today is prepared to openly
address their community and honestly state: ‘I erred; we took
an erroneous path. Nonetheless, | possess a vision for pro-
gression, and together, we shall navigate this predicament'?»
Such an occurrence appears implausible.

tive transformation and market evolution. Thus, even as the
market endures periodic declines, it continually births fresh
business models, compelling founders to be more flexible,
ingenious, and resolute. Striving for this heightened
transparency will indeed place us on the path toward the quint-
essential startup experience during these turbulent times.

Should Art+Tech’s trajectory mirror the art market's pattern,
the impending growth cycle is within our grasp. This upcom-
Ing cycle promises to eclipse its predecessor in terms of suc-
cess. As we usher in the new season of Fall 2023, let us keep
this in mind.

DENIS BELKEVICH,
General Partner, Fuelarts




FUELARTS ¢ ME

HODOLOGY _

In our pursuit of fostering maximum transparency and openness within the Art+Tech market, Fuelarts primar-
ily relies on publicly available data from sources such as Crunchbase and PitchBook. We extend our gratitude
to these sources for their years of diligent data collection and categorization of legal, financial, and market-
ing information pertaining to startups across various industries. However, it's important to note that we have
refined Crunchbase’s classification of Art+Tech startups specifically for this report.

For instance, our classification of ‘Art Startups’ encompasses not only technology-based companies in the art
sector but also emerging businesses that may not heavily rely on technology in their operations, aside from basic
web, email, and data storage services. We have excluded companies in fields such as music, film, fashion, floris-
try, and sports from our Art+Tech list.

Additionally, we have included many startups that Crunchbase and PitchBook categorize as ‘Blockchain
& Crypto. We observed that the confusion often arises from founders of blockchain startups involved in art who
omit the ‘art’ tag in their activity classifications, limiting themselves to the technology sector. This practice
has the potential to mislead investors searching for art-related companies. We have also incorporated compa-
nies that announced their entry into the art segment in 2023 or made a transition in that direction.

With the current release of this report, we introduce several key changes compared to previous editions
(2022, H1 2022, 2023):

1. We are eliminating the distinction between Physical and Digital & NFT startups within the Art+Tech
ecosystem. This change reflects the fact that, in H1 2023, all officially funded startups were either involved in
digital art or possessed the tools to digitize physical art. The sole exception, Superplastic, previously catego
rized as a «Physical» Art Market startup, introduced NFTs in early 2023. This decision also aligns with our goal
of fostering market consolidation, emphasizing that all young companies operate in the same field with equal
opportunities for growth.

For the 2024 report, we are considering enhancing our segmentation system by differentiating between Web?2
and Web3 startups. This change aims to highlight the direction of technology use rather than distinguishing be-
tween physical and digital art.

*

Below, you will find the key terms utilized in this report. Despite ‘PHYSICAL ART+TECH STARTUP - a young company using
the diverse interpretations that naturally arise in an emerging modern technologies to work with the traditional assets of the art
market - painting, sculpture, graphics, etc.

market, we have intentionally simplified the definitions:

STARTUP - a company aiming to profiteer from realizing an inno- DIGITAL & NFT ART+TECH STARTUP - a young company using
modern technologies, working with digital art objects, including NFTs.

vative idea.

2. We have introduced a new section dedicated to Al Art+Tech startups in this report. This decision is not driv-
en by market trends, as it primarily appeals to speculative investors and short-term-focused startups. Instead,
it represents the beginning of a long-term research endeavor. We continue to view Al as a technology and tool
rather than an independent segment of the Art+Tech market.

Regarding the Al Art+Tech section, we must emphasize that we refrained from including the $10 billion
investment in OpenAl, the parent company of the DALL-E generative arts platform. While it would
have been impressive in terms of market impact, it might have obscured the actual state of investment
in the global Art+Tech sector. Furthermore, we lacked official information on how much of the $10 billion
was allocated specifically for DALL-E. The same holds for other products launched by in-
dustry leaders like CM3leon (Meta) and Firefly (Adobe), which currently exist within the um-
brella brands of their parent companies. We are open to revisiting our decision if these prod-
ucts gain independent status, separate business entities, individual applications, and distinct
go-to-market strategies in the future.

Additionally, we have included a few Al Art+Tech startups in our list that may not seem directly related to art at
first glance, such as Typeface and Synthesia. However, the products they offer or develop could find application
in auction houses and galleries, with ongoing audience research and testing in progress in this direction.

Our segmentation of startups aligns with the classical business environment, which typically comprises
four stages in the value chain: production, trade, management, and analytics. We have introduced a minor
modification by subdividing «production» into three distinct segments: R&D (research and development),
visualization (tools for displaying art), and gamification (creation of gaming platforms). The segmentation
of Art+Tech startups into specific groups results from collective decisions made by the Fuelarts team.
When an individual startup’s business model encompasses multiple directions, we prioritize the segment

that holds the greatest practical value for the Art+Tech market. For example, automated digital
asset management funds, known as DAOs, fall under the Management category due to their primary
focus on efficient asset management. We anticipate the possibility of further subdividing segments
(e.g., trade) into marketplaces, payment systems, financial instruments, and more in the coming years.

* ¢

METAVERSE - a virtual reality where people will be able to
communicate, shop, and play by using their avatars. Metaverse
combines augmented and virtual reality.

WEB3 - a new generation of the Internet, that combines Al and
blockchain technology. Metaverse, NFTs, and cryptocurrency
play a key role in moving from Web2 to Web3.

ART+TECH - the sphere of the intersection of the art market and Al ART+TECH STARTUP - a young company harnessing artificial
technology. It offers solutions to the problems of the art market intelligence and machine learning tools for the production, trade,

with the help of technology.

management, and analysis of art assets and collectibles.




FUELARTS ® KEY FINDINGS

* In H1 2023, 132 Art+Tech startups successfully secured $601.6 million in funding, accounting for 47.2% + The cumulative count of investors partaking across Art+Tech reached 277, of which 8.3% had engaged
of the total funding received by these startups since their inception. in multiple investments within the realm of diverse Art+Tech & NFT startups in H1 2023. A mere 3.2%

of investors ventured into three or more investments, marking a figure half the size compared to the
* Out of 132 startups, only 17 Art+Tech companies (13%) had previously received funding prior to 2023.  preceding year.

» The cumulative funding of $601.6 million in H1, 2023 is 32% lower than the combined funding Art+Tech + A substantial 91.7% of investors directed their funds exclusively towards a single Art+Tech & NFT startup.
startups received in H2, 2022 ($879 million) and 77% lower than the cumulative funding in H1, 2022
($2.6 billion). * Out of the pool of 277 investors, only 69 exhibited activity in both 2022 and the first half of 2023,
representing 24.9%. Meanwhile, 785 investors who had previously allocated capital in 2022 chose
* Non-Al Art+Tech startups secured $353.8 million (58.8% of the total funding), whereas startups utilizing to abstain from investments during the initial half of 2023.
Al technologies received $247.8 million (41.2%).
* The influx of new investors into the market during the first half of 2023 totaled 208, accounting for a
* The combined funding for the top 5 Art+Tech startups in the first half of 2023 constitutes 62% of the total considerable 75.1%. This figure is three times greater than the proportion of new investors who entered
funding secured by all 132 startups. the market in 2022.

« Among the various categories, R&D (content production) startups attracted the highest number of « Among the Art+Tech startups that participated in the Fuelarts survey, 50% affirmed that they are actively

investments in the first half of 2023, totaling $467.3 million across 65 companies. Tradefocused startups engaged in the development of Al technologies. Though, 48% of the startups that do not incorporate Al

received $84.4 million across 30 companies. GameFi ($31.1 million, 14 companies), Management technology in their product still leverage Al tools to manage their startup.

(§10.4 million, 14 companies), Analytics ($8.4 million, 7 companies), and Visualization startups

($0.03 million, 2 companies) received comparatively fewer investments. * In H1 2023, the primary source for discovering new investors, much like in 2022, for startups remained
Word of Mouth, accounting for 50% of successful connections. Recommendations from friends

« Among the countries with incorporated Art+Tech startups receiving investments in the first half of 2023, constituted 42% of investor leads, while networking at conferences remained a notable avenue at 33%.

the United States leads with 49 companies. The United Kingdom follows in second place with 12 companies, 17% of startups leveraged external fundraising services (agencies) to forge investment relationships,

and Singapore takes third place with 8 companies. while 8% identified investors through accelerators/incubators and customer communities.

» Art+Tech startups founded in 2023 collectively received $16.1 million in funding, contributing to 2.7% * A significant majority (563%) of the surveyed art strategists expressed optimism regarding the influence

of the total H1 2023 funding for all companies in this sector, regardless of their founding year. of Al technologies on art. Responses indicating Al as a ‘useful tool’ and ‘a tool with limited capabilities
were less prevalent, at 40% and 7% respectively. No respondents indicated Al as a threat to artistic

* The Art+Tech startups that received the highest investments in the first half of 2023 are in Series B integrity, nor did anyone propose a negative perspective.

(3 companies, $227.3 million), followed by 62 companies in the Seed stage ($769.5 million) and 4

companies in Series B ($385.0 million). * In contemplating Al's influence on human creativity in art, 60% of strategists hold the view that Al
will serve as a supportive element, while underscoring that human creativity and ingenuity will forever

 The most prominent players in funding Art+Tech startups were Venture Capitalists and Individuals, remain irreplaceable. No respondents agreed that Al would have a limited impact on human creativity

constituting 31.8% and 15.2% of the investment share, respectively. or offered an alternative perspective.




FUELARTS & CUMULATIVE INVESTMENTS IN ART+TECH STARTUPS IN H1 2023 _
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FUELARTS & ART+TECH STARTUPS, FUNDED IN H1l 2023_

R&D 780/0 $442M R&D 490/0 65 startups

Trade 14% scan
Management 2% s1.u

Tl'ade 23% 30 startups
Management 11% 14 startups
AﬂﬂlYtiCS 10/0 $8M AﬂﬂlYtiCS 50/0 7 startups

GamEFi 50/0 $31M g GameFi 110/0 14 startups
Visua“ZﬂtiOn 20/0 2 startups

BY NUMBER OF STARTUPS
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FOUELARTS & H1 2023 IN REVIEW, OR WHEN MIDJOURNEY STOPS BOOTSTRAPPING?_

The first half of 2023 lies before us, and due to
the technological intricacies that delayed the
publication of this report until September, we
can now review the preceding period with a clear
perspective, while also incorporating noteworthy
events from July through August that characterize
the market.

Approximately one year ago, we proposed various
names under which NFT art might rebrand itself
during a bear market in the future. One such
suggestion was «Al Art» or «Generative Art».
However, even we couldn't have foreseen the
sudden surge of interest in artificial intelligence
among all market participants, including not only
artists but also startups and investors, in the short
term. This phenomenon commenced in the fall of
2022 when MidJourney introduced the capability
for a broad audience to create fantasy avatars
based on their photos. It further evolved with
the release of a public (and shareware) version
of OpenAl's ChatGPT Al assistant. Remarkably,
within just one month, the platform garnered over
100 million users, debunking the skepticism that
the era of revolutionary mega-startups (such as
Adobe, Amazon, Facebook, Instagram, Uber, and
Airbnb) had concluded and would not reoccur in
the coming decade.

In early 2023, Microsoft fueled the Al fervor by
announcing an additional $10 billion investment
in OpenAl, having previously invested a modest
$1billion in the creators of ChatGPT. Consequently,
these substantial investments propelled artificial
intelligence into a prominent trend in the market,
transforming the electronic office assistant
into an indispensable daily work tool while
simultaneously shifting the process of mass art
creation to machine learning algorithms.

Interestingly, by the end of August 2023, the
combined databases of Crunchbase and
Pitchbook listed just over 33,000 startups utilizing
Al technologies, with only 64 (0.16%) classified
as Art+Tech startups. Nonetheless, Al-oriented
Art+Tech startups in H1 2023 secured a total
of $248 million in funding, nearly equaling 1%

of the amount received by non-art Al startups
($25.2 billion). In other words, the fusion of
art with technology demonstrated its worth
alongside other Al applications, including
medicine, the social sphere, fintech, and ecology.

Amidst the successes of smaller yet rapidly
growing image-generating Al startups like
MidJourney, Stable Diffusion, and Dream, industry
giants such as Adobe (Firefly), OpenAl (DALL-E),
and Meta (CM3leon) also unveiled their forays
into the field of art. Notably, in August, Microsoft
disclosed plans to integrate an Al generator into
the Paint editor within the Windows operating
system. Does this imply that in the upcoming
season, we will witness Paint-Art genre works
at Christie’s auctions? That remains uncertain
since indie platforms currently surpass industry
giants in terms of both user numbers and
generated images. For more details, please refer
to a dedicated table on page 35 of this report.

One of the most intriguing developments in the
startupindustryisthat, despiteits 15 millionactive
monthly users, MidJourney remains self-funded.
Rumor has it that the founders are refraining from
seeking external investments as they prepare for
a high-profile M&A deal under more favorable exit
conditions. We extend our best wishes for their
success and contemplate whether this might
occur within the next 12 months or remain an
indefinite possibility.

Is it accurate to claim that VC investors’ attention
shifted to the Al sector early in the year, diverting
their focus from the crypto market and planned
investments in Web3? A cursory examination
of the numbers appears to support this
hypothesis. According to Pitchbook and
Crunchbase,duringH12023,globalcryptocurrency
funds only managed to secure $1.7 billion across
12 funds. In stark contrast, in 2022, they had
attracted a staggering $22.5 billion across 91
investment funds. However, we must distinguish
between «free» and «frozen» capital. Presently,
nearly $21 billion remains locked in 34 funds
established between 2021 and 2022 for Web3

startups, including Art+Tech, which are presently
dormant.

On the flip side, medium-sized funds (managing
up to $1 billion) with a track record of effective
investment management across varying market
conditions have thrived in the past six months.
For instance, Polychain Capital successfully
raised $200 million during the summer, out of
a planned $400 million for its fourth fund. Another
prominent player, CoinFund, secured $158 million
during the same period, specifically targeting
early-stage startups within the Web3 space,
signifying fresh and promising entrants to the
market. In essence, the investment landscape
remains flush with capital — both in the form
of dormant funds and new capital poised to seize
lucrative opportunities, much like the fervor
we observed in the Al sector.

For startups ensnared in the realm of «frozen»
investments, they face a choice: bide their time
or adapt to the evolving market dynamics by
introducing novel technologies. Simultaneously,
they must bolster their teams with seasoned
specialists experienced in applying these
technologies; otherwise, their endeavors may
come across as artificial, deterring potential
investors. Notably, prominent Web3 strategists
such as Opera, Phantom, Kukoin, Chainlink,
Etherscan, and Polygon Labs have already
signaled their intent to integrate Al into their
products in recent months.

Yet, we cannot ignore the cautionary signals
emanating from the investment landscape in H1
2023. Research conducted by NVCA and Carta
reveals a surge in M&A transactions at the early
stages — Pre-Seed and Seed. However, at stages
beyond Series C, the number of exits has dwindled,
as startups hesitate to sell at current market
valuations. Moreover, the valuations themselves
have experienced a substantial decline between
Seed and Series C, plummeting from 23.5X in
2019 (peaking at 40.0X in 2021) to a mere 9.8X in
the first half of 2023. In essence, investors today,
and in the foreseeable future, view the 2021

market as having reached its zenith — fully
explored and exploited. This perspective extends
to most NFT startups from that wave as well.
Investors’ options are limited: either acquire
early-stage startups at modest valuations or
divert their capital towards BioTech employing Al,
should they align with the Web3 sector’s ethos.

Now, let's delve back into the realm of Art+Tech
in the first half of 2023. As we summarize the key
events, conveniently outlined on the following
page, we will spotlight five emerging trends, in
addition to Al:

Revival of NFTs through the Bitcoin blockchain

In the early months of 2023, the crypto community
had an epiphany—the Bitcoin blockchain,
previously untapped for NFT transactions,
suddenly became a focal point. Notably, Bitcoin
boasts a capitalization of approximately $1 trillion
within its blockchain. NFT infrastructure startups
operating on the Bitcoin blockchain, along with
products from the near-Bitcoin ecosystem,
such as Stacks and Ordinals, endeavored to
captivate this audience. This strategy bore
fruit momentarily—collections from Yuga Labs
and Magic Eden partially migrated to the new
blockchain, and March sales eclipsed those
on OpenSea. Unfortunately, this did not ignite
a surge Iin cryptocurrency capitalization, as
Bitcoin itself struggled to surpass $30K per coin,
thereby dampening NFT sales of the same name.

Escalating Regulation of Crypto-assets, including
NFTs

The Art+Tech market faced ongoing challenges
from the crypto industry, particularly concerning
regulatory scrutiny. In spring, U.S. government
regulators intensified their oversight of crypto
assets, leading to the withdrawal of major
exchange Binance from the U.S. market (which
incidentally remains a leading investor in crypto
startups by geographical spread). Subsequently,
other companies were compelled to take similar
actions, and investment funds significantly

scaled back their commitments to Web3 startups
incorporated in the United States. On August 28,
the SEC raised concerns about Impact Theory, a
U.S.-based startup, over a collection of NFTs that
the requlator deemed as securities. The official
document contained several characteristics that,
theoretically, could be applied to other collections
of digital assets. At the time of this report, the
Impact Theory case is pending litigation.

Concurrently, China's initiative to introduce state-
owned blockchains has lost its initial skepticism,
with the first Chinese digital asset marketplace
gaining momentum since the beginning of the
year. Furthermore, in the summer, the American
platform LiveArt successfully conducted an NFT
sale featuring Chinese artist Yue Minjun, targeting
a Chinese audience.

Convergence of Physical and Digital at the High-
End Level

Intheclassical art market, <High-End» traditionally
signifies institutional (academic) recognition,
primarily from museums, research centers,
biennales, top collectors, and curators. In H1
2023, the number of high-profile collaborations
between digital art and prestigious physical
platforms surpassed the combined count from
2021 to 2022. These collaborations encompassed
museum acquisitions of NFTs, research-backed
major exhibitions, and the release of physical
albums by digital artists. In essence, the
hypothesis that the concept of «Utility» begins
with a collector removing their VR headset and
immersing themselves in the real world outside
the metaverse is gradually gaining validation.

Catering to the Discerning Collector

Increasingly, stakeholders in the Art+Tech
ecosystem, including startups and projects,
are deploying mechanisms and technologies
reminiscent of the classical art market. They
are adopting the best practices from Web2
developments to thrive in the Web3 landscape.
For instance, OpenSea introduced OpenSea

Pro, positioning it as «a professional approach
to art collecting.» HUG, a startup, secured
a $5 million funding round to democratize artist
discovery, primarily for sophisticated collectors.
The Victoria & Albert Museum unveiled plans for
a ‘stock exchange for art, while Weng Fine Arts
introduced the Weng Art Invest app, targeting
collectors and investors. These initiatives align
with the understanding that even in the art
market's heyday, the number of active collectors
seldom exceeded 50,000 individuals annually
(per 1 million sales). In contrast, the inactive
NFT market in August 2023 alone witnessed over
10,000 active buyers. However, questions linger
regarding which demographic group will exert
its influence and where.

Expansion of Corporate Accelerators

Wewilldelvedeeperintothistopicintheconcluding
section of this report, but here are three concise
observations. Presently, every major brand has
established its own accelerator program. These
accelerators may vary in size and may sometimes
collaborate with third parties. Nonetheless, they
have become essential in attracting the elusive
GenZ audience. Cultivating and acquiring startups
trusted by this audience has emerged as the most
effective and expeditious method to align them
with a brand'’s values, ultimately translating into
product purchases.

The most recent trend has unexpectedly brought
forth a thought-provoking question: How old are
Gen Z individuals today, in reality? Many of us
were introduced to this term during the pandemic
and have since persisted in envisioning them as
being aged between 18 to 24. However, almost
five years have elapsed, and they are gradually
yielding the spotlight to Gen Alpha.

Are we adequately prepared for this transition?
What do we truly understand about Gen Alpha,
and conversely, what do they comprehend about
Art+Tech? To these questions, ChatGPT remains
silent, for the moment beckons us to embark on
the journey of exploring the market firsthand.



FUELARTS & KEY H1 2023 EVENTS

* China launches the China
Digital Asset Trading
Platform, a state-backed
blockchain marketplace.

- Mastercard partners with
Polygon to inaugurate a
Web3 musician
accelerator program.

* L'Oréal accelerator hosts
its Web3 batch, investing
In metaverse graduates.

 Microsoft edges closer to
a $10B investment in
OpenAl, the creator of
ChatGPT.

- Beeple announces the
grand opening of Beeple
Studios in collaboration
with Christie’s.

« SFMoMA acquires its
Inaugural NFT, a piece by
tech art pioneer Lynn
Hershman Leeson.

 Researchers employ facial
recognition technology to
identify a long-lost
painting by Raphael.

* In a trademark dispute
between an NFT artist and
Hermes, the artist suffers
defeat.

* NFT Influencer Cozomo
de’ Medici donates 22
digital artworks to
LACMA.

* The emerging Unicorn:
Blur NFT marketplace
attains a valuation of $1B.

* NFT Paris solidifies
Paris’s position as the new
European hub of Web3/
Digital Art.

- Beeple and HENI launch a
physical art book delving
into EVERYDAYS: THE
FIRST 5000-DAYS. °

* Instagram disables its
NFT features, without
providing reasoning or
justification.

* An online storm erupts
over an Al exhibit in the
Mauritshuis museum’s
‘Girl with a Pearl Earring’
display.

* Sotheby’s conducts a

digital art auction in both

Paris and the metaverse.

* OpenSea introduces
OpenSea Pro, targeting
‘professional’ NFT
traders.

* HUG concludes a $5M
funding round to
democratize artist
discovery access.

* Gucci collaborates with
Yuga Labs to explore
fashion in the
metaverse.

* Victoria & Albert
Museum unvelils

a ‘stock exchange for
art’ / Weng Fine Arts
Introduces the Weng Art
Invest app.

* Web3 trendsetter Forj
launches Ape
Accelerator for BAYC
collectors’ community.

* Fuelarts x Tezos
Accelerator 2023
graduates 10 startups
for the Tezos art
ecosystem.

rt
S

@
O 0 o)

We've highlighted key events on the timeline that not only shaped the Art+Tech ecosystem's
landscape in H1 2023 but are also likely to steer the market’lg,__future developmen"(..l

* Apple introduces Vision
Pro — the long-awaited
metaverse glasses.

* Louis Vuitton brings its
iconic trunks into the
realm of Web3.

* Bankrupt hedge fund
Three Arrows Capital
incurs a $4.6M loss
selling an NFT Collection
at Sotheby’s.
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* Google Play store
embraces NFTs in a
significant policy shift.

* Fractionalized NFT
startup Particle loans a
$12.9M Banksy artwork
to global museums.

* Meta releases CM3leon,
claiming their artgenerating
model iIs toptier.

* Yuga Labs releases the
Bitcoin Ordinals NFT
Collection / Magic Eden
unveils the Bitcoin
Ordinals Marketplace.

* OpenSea reduces fees
and enforces creator
royalties / Art Blocks
introduces the NFT
Marketplace with
enforced creator

.+ . royalties.

« Canon announces the

launch of the Ethereum
photo NFT marketplace,
Cadabra.

 Beeple announces a
physical event in
partnership with the
Gibbes Museum of Art.

« Damien Hirst's Al
project enabling
collectors to generate
their own paintings
fetches $20M.

* Bitcoin surges to

second place in NFT Sales,

challenging Ethereum'’s
dominance.

* Mercedes Benz Web3
branch releases an NFT

Collection in collaboration

with Fingerprints DAO.

* OpenAl announces
the development of
a text-tomodel
platform to generate
3D images.

* Yuga Labs & Zak Group
reveal a physical book
chronicling the
CryptoPunks legacy.

* Foundation marketplace

introduces ‘Dynamic
Pricing’ for an enhanced
creator and collector
experience.

* Arcual pledges resale
royalties and provenance
tracking for physical
artworks.

* An NFT authenticates
a diamond-studded Apple
Watch Cuf.

* Beeple's $29M ‘Human
One’ sculpture finds

a home at the Crystal
Bridges Museum.

* 0ld Masters scholars
reject an Al-attributed
Raphael in February
2023.
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How did you transition from entrepreneurship
to investment? Do you recall a pivotal mo-
ment when you decided to embrace the role
of an investor?

| was once the CEO of a telecom startup during
the dotcom boom in San Francisco. Things
were going great until the dotcom bubble
burst, and most startups went under. We tried
to sell our company to telecom giants, but
they were also struggling. We had to let go
of most employees, retaining just basic engi-
neers and technical support.

During this time, I realized | enjoyed the engi-
neering aspect, despite not being an engineer
myself. We marketed ourselves as a service
company, not just an engineering firm. Howev-
er, finding another company to run was chal-
lenging due to the drying up of venture capital
in Silicon Valley.

Eventually, our company was sold, and | sought
opportunities as an investor. Entrepreneurs
were hesitant to engage unless | called my-
self an investor. So, | persuaded friends to
pool some capital, and that's how my journey
as an investor began. | focused on investing
in entrepreneurs from outside Silicon Valley,
as they often lacked knowledge about work-
ing with law firms and due diligence. Later,
| joined a prominent venture fund, Draper
Fisher Jurvetson, where | was asked to create
a Russia-focused fund due to my background.
That's how | transitioned into the world of in-
vesting.

You founded the Global Technology Sympo-
sium (GTS), a premier investment conference
focusing on venture capital and entrepreneur-

CASE STUDY #1_

ship. Over the past 19 years, you have brought
together prominent investors as speakers.
Was this conference a deliberate strategy to
establish yourself in the VC market through
a specialized event?

Two decades ago, | embarked on a journey
within the venture capital community, and
a lot has evolved since then. What initially
began as a conference soon transformed
into a unique platform. I envisioned it as a sort
of club, especially important in an era when
the venture world felt like an exclusive boys'
club. Back then, female investors numbered
only a handful. Establishing your territory,
your «yard,» was crucial. Hosting events al-
lowed us to invite anyone we wished, enabling
us to explore diverse topics that piqued our
interest.

One year, we delved into the concept of
outsourcing, a novel idea at the time when
everything was handled in-house. This led us
to discover global centers of excellence, ex-
tending beyond Silicon Valley and the United
States. We sought talented engineers for our
portfolio companies, uncovering opportunities
worldwide. Another pivotal year, we secured
an endorsement from Tom Friedman, riding
on the popularity of his book, «The World is
Flat.» This endorsed our belief that centers of
excellence would extend beyond Silicon Valley.

My perspective gradually shifted towards
global investments, focusing on talent out-
side the United States. The world continued

worldwide. Outside the U.S., venture capital
resembled private equity, with European in-
vestors approaching startups pragmatically.

Now, as we celebrate our 20th anniversary in
San Francisco with a more exclusive event,
each participant will have their «yard». This
year, we aim to reflect on the past two de-
cades, summarizing key milestones and con-
templating the next two decades. In a rapidly
changing world, deciphering what endures
and what fades is crucial. Among the topics
we'll explore, leadership, work-life balance,
and the pursuit of happiness stand out. What
comes after financial success? What fulfills
us? These are the questions we'll tackle in
our 20th year. Surviving two decades is no
small feat, and our conference's adaptability,
residing on the cloud, keeps us relevant as we
evolve with the times.

In 2016, you established VC.House, an in-
vestment community that enables startups
to showcase their products to venture capi-
talists. What were the primary objectives of
this initiative, and what achievements have
you seen as a result?

My business philosophy aligns with the idea
that building a company requires a collabo-
rative effort. | firmly believe in the wealth of
talent beyond the confines of Silicon Valley.
Over the past two decades, we've witnessed
the emergence of venture communities world-
wide, outside the U.S. and Silicon Valley.

to change, bringing us to a year dedicated to The concept behind our gatherings was to

uncovering «The Secrets of Silicon Valley».
It featured top CEOs and founders, marking
the beginning of venture capital’s expansion

bring together VC funds from diverse loca-
tions for informal knowledge sharing and mar-
ket insights. It's crucial to understand what's

happening in regions like Asia, Eastern Europe,
or different U.S. states to gain diverse invest-
ment perspectives. Additionally, we aimed to
foster potential collaborations by sharing in-
vestment opportunities and portfolio insights.

We've already held several meetings, some
virtually and others in person. These events
feature engaging panel discussions on current
topics, allowing attendees to exchange ideas
while enjoying refreshments. Despite the al-
lure of the industry, it's essential to acknowl-
edge that it involves hard work. Conversing
with peers in a similar space makes it easier
to discuss challenges and strategies openly.

Our events, organized in partnership with
Startup Network, are exclusively for investors,
excluding startups. This focused environment
allows for uninhibited discussions without the
concern of unsolicited pitches. While there’s
value in such pitches, our gatherings serve
a different purpose — facilitating meaningful
connections among investors.

The year 2022 witnessed a remarkable surge
in investments within the Art+Tech sector,
reaching a record-breaking total of $3.48
billion. What factors do you believe played
a significant role in driving this investment
boom, especially during a bear market?

Well, it all began with blockchain technology,
initially confined to the realm of high-tech
enthusiasts. As we understand it, blockchain
Is essentially a tool—a permanent ledger that
ensures data integrity. However, it didn't stop
there; it began permeating other industries.
For a time, there was excitement surrounding
the idea of an entirely new asset class tailored

= _"‘-i—._._,_.--"'"

‘Founder of GIobaI Technology'
Symposium (GTS),
CEO of VC.House
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for those who had already embraced the digi-
tal world. People envisioned a scenario where
this new class would coexist with the physical
world, and there was this belief that it might
even rival it.

| must admit that I've held a skeptical view
of the Metaverse and NFTs since their incep-
tion. I've never been a believer in the idea
that the Metaverse or NFTs would replace or
overshadow the physical world. Personally,
| still value the tangible aspects of the phys-
ical world. That's not to say | disregard the
existence of the digital realm; it's just that
I've never been convinced that it would create
an entirely new class of assets or lead people
to abandon physical interactions in favor
of a digital existence, even if that involves
buying digital monkeys.

You have made several investments in
Art+Tech startups. Could you kindly share
details about these deals and elaborate on
the key motivations that led you to explore
the realm of art and technology?

I'm entering the Art+Tech world with caution,
as it's relatively new territory for me. In my
portfolio, only one company ventures into
this field because it represents a significant
shift in my investment strategy. What truly
excites me, though, is the immense potential
of Al as a creative tool for artists. Al offers
new tools to artists, amplifying their creative
capabilities.

Therefore, I've chosen to explore this do-
main now. While the hype around NFTs and
Web3 tools may be subsiding, Al continues to
advance and unlock generative potential.

The fusion of physical art with Al-generated
possibilities is remarkable. It's a way to draw
a new generation of art enthusiasts into this
world. Across various cultural realms, such
as ballet or opera, we're witnessing an aging
audience. Innovative approaches that em-
brace the tools of the younger generation
have proven successful.

In the art world, algorithms and virtual collab-
orators can assist artists in unprecedented
ways. This hybrid model of art appreciation
is the future. Traditional galleries can be in-
timidating, and only a fraction of the popu-
lation engages in high-profile auctions. The
real challenge for new artists is breaking into
these established platforms. That's where
| see value — in providing opportunities for
emerging artists to gain exposure on estab-
lished platforms.

The company I'm collaborating with, known
as Atoll.art, epitomizes this vision. They
curate art installations in high-traffic
locations, combining physical and digital
art. This is just the beginning of a profound
transformation in our daily lives, where digi-
tal art seamlessly integrates with the physi-
cal world. Imagine having exquisite artworks
displayed in rotating frames, with the possibil-
ity of interactive collaboration. The potential
Is boundless.

So, to sum it up, I'm venturing into the world
of Art+Tech because | believe in the power of
Al as a creative tool, the potential to bridge
physical and digital art, and the opportunity
to democratize art appreciation beyond tradi-
tional galleries. It's an exciting journey with
limitless possibilities.

How has your investment strategy evolved
since the onset of the bear market, and how
are you currently implementing it in 2023?

The landscape has evolved significantly, but
my approach remains unchanged. In this era
of hype and immense capital flow, the dynam-
ics have shifted. Cash reigns supreme, and
investors demand proof of concept, solid rev-
enues, and traction. In this dichotomy, there
are two types of companies: those desperately
seeking investors and those investors active-
ly pursue. Naturally, the goal is to belong to
the latter category. For me, this fundamental
principle has remained constant, whether in
technology or even fashion.

I've always been discerning, whether in choos-
ing a fashion piece or investing in a startup.
| prefer to wait and assess suitability. The
same principle applies to technology invest-
ments. It's about patience and waiting for the
right opportunity.

For me, a startup isn't just about the technol-
ogy; it's about the people. A founder, partic-
ularly, is someone | place my trust in. If | be-
lieve in their vision, | immerse myself in their
industry and become a valuable partner. This
commitment has led to successful ventures,
like a cloud computing company | backed over
a decade ago. It's a partnership that aligns
our interests because, in the investment
world, we're not adversaries but collaborators
building a shared business.

What has changed, though, is the prolifera-
tion of massive funds that have transformed
into financial institutions. Giants like Sequoia
and Andreessen Horowitz have expanded

their reach and capabilities. Competing with
such investment powerhouses is challenging.
As a smaller player in this vast field, my sur-
vival strategy remains clear: forging strong
relationships with entrepreneurs, remaining
loyal to them, and co-building something

meaningful. In essence, my strategy endures —

back visionary entrepreneurs with big dreams,
establish genuine partnerships, and adapt to
the ever-evolving investment landscape.

If you could offer three valuable pieces of
advice to young founders of startups in the
Web3 space, what would they be?

. Follow Your Passion: Regardless of the

industry or stage of your startup, entrepre-
neurship demands unwavering commitment.
If you're truly passionate about your idea,
you'll pursue it despite any advice to the con-
trary. Just like poets are born poets, entrepre-
neurs are born with a burning desire to create
something extraordinary.

. Be Cautious with External Funding:

While external investment can be beneficial
for scaling your venture, it's crucial to exer-
cise caution. If you can sustain your growth
without giving away equity, consider avoid-
ing professional investors. Once you accept
external money, you'll share decision-making
and ownership. However, if rapid expansion is
a necessity, seeking funding becomes essen-
tial to stay competitive.

. Choose Your Investors Wisely: When

you do decide to take on investors, choose
them carefully. Building a startup is a long-
term journey that requires trust and collab-
oration. Look for investors who share your

vision and values, and with whom you can
establish a strong working relationship. Trust
is at the core of this partnership.

Similarly, what advice would you give to in-

vestors who are entering the Art+Tech market
and are in the early stages of exploring this
unique domain?

. Avoid Hasty Investments: Don't treat
investing like a gamble. Betting on tech
startups without thorough research and un-
derstanding is akin to playing in a casino.
If you're only in it for the money, consider
other investment avenues with better odds.

. Consider Investment Funds: If you're
new to investing, consider putting your mon-
ey into a well-respected fund in your area of
Interest. Fund managers have the expertise
and diversification strategies to maximize
returns while managing risks. You'll also re-
ceive regular reports on your investments.

. Leverage Industry Expertise: If you have
deep industry knowledge and are passionate
about a particular sector, you may choose
to invest directly in startups. However, be
aware that the risks are higher without pro-
fessional guidance. Successful entrepreneur-
ship doesn't always translate into successful
investing.

In conclusion, the Web3 space holds immense
potential, particularly when combined with
emerging technologies like generative art.
As you navigate this exciting field, remember
that passion, caution, and wise decision-mak-
ing are keys to success.
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FUELARTS ¢ INVESTORS GLOSSARY

TRADITIONAL

VC — Venture Capital — an investment company that accumulates funds and makes subsequent
investments in fiat currencies. VC typically has short-term and medium-term investments in
startups in the early rounds.

PRIVATE EQUITY — an investment company working with institutional capital trusted by
Limited Partners (i.e. managing assets of large corporations). As a rule, applies a strategy
of medium-term and longterm investments in equity securities and debt in mature businesses
/ later-stage startups.

HEDGE FUND — a mutual investment fund with an investment cycle, scope of investments and
a set limit on the number of shareholders defined by the charter. Unlike VC, it must balance
Investments in risky assets with more solid assets, and unlike Private Equity, it works mainly
with private capital.

INVESTMENT BANK — an investment company that is established under a large bank /
affiliated with a bank. Large Investment Banks make advisory-based investments on behalf of
individuals, corporations, and governments. Middle-market investments (including startups)
are mainly made by smaller companies - Boutique Banks.

ANGEL GROUP — also known as Syndicate — a community of investors in the form of a closed
club, whose members make collective investments in smaller checks (thus reducing the risk
load when diversifying investments). Main feature is that they use personal net worth for
Investing.

ACCELERATOR — an educational company that mentors startups to improve market survival.

Often has a «venture arm» — an affiliated investment company to invest in the most promising
graduates.

VENTURE COMPANY BUILDER — an entrepreneurial enterprise specializing in conceiving,
launching, and nurturing new businesses. Typically launched by industry styrategists/brands,
they provide expertise, resources, and networks to guide startups from inception to growth
stages, sharing risks and rewards.

GOVERNMENTAL OFFICE - a public institution responsible for economic development, policy
formulation, and regulation. They promote business environments, offer incentives, and
facilitate mfrastructure Investing in social-responsible startups.

TECH STRATEGIST — a large technology company or a late-stage startup that invests in young
startups with the goal of later adopting the technology (or team) to their business.

INDUSTRIAL STRATEGIST — a large industrial resource (plant, factory, international service
provider) that invests in young start-ups in order to later adopt the technology (or team) in
their business.

MEDIA STRATEGIST — a large media resource (Mass Media or video streaming service) that
invests in young startups in order to later adopt the technology (or team) in their business.

ART STRATEGIST — a major player in the art market that invests in young start-ups in order to
later adopt the technology (or team) in their business. Another possible reason for investment

may be the desire to keep abreast of the market to monitor new trends and audience behavior.

As a rule, it is represented by auction houses, large galleries, or media resources.

BRAND — a well-known trademark under the brand of which goods for the mass market are
produced. It invests in young startups in order to later adopt the technology (or team) in its

business, as well as increase the loyalty of its own audience by appealing to the latest trends.

CRYPTO

CRYPTO VC — an investment company that accumulates funds and subsequently invests in
cryptocurrency assets.

DAO — Decentralized Autonomous Organization — a mutual investment fund on the blockchain,

within the framework of which management key decisions are made by the shareholders
themselves (or by the smart contract algorithm).

CRYPTO STRATEGIST - a large technology company or later stage startup that invests in
young startups with the goal of later adopting the technology (or team) to their business.

BLOCKCHAIN —atechnology companythat created and managesitsownblockchainecosystem.

INDIVIDUALS

PRIVATE INVESTOR — an individual who invests their own or borrowed funds. Can invest in
both fiat currencies and crypto assets.
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FUELARTS ¢ KEY NUMBERS

* In the first half of 2023, a total of 132 Art+Tech & NFT startups were involved in 135 funding
rounds, averaging 1.02 rounds per startup. In the preceding six months, only two startups — Typeface
and LayerZero Labs — underwent 2 and 3 investment rounds, respectively.

« The cumulative count of investors partaking across all these rounds reached 277, of which 8.3%
had engaged in multiple investments within the realm of diverse Art+Tech & NFT startups in 2022.
A mere 3.2% of investors ventured into three or more investments, marking a figure half the size compared
to the preceding year.

* A substantial 91.7% of investors directed their funds exclusively towards a single Art+Tech & NFT startup.

* Out of the pool of 277 investors, only 69 exhibited activity in both 2022 and the first half of 2023,
representing 24.9%. Meanwhile, 785 investors who had previously allocated capital in 2022 chose to
abstain from investments during the initial half of 2023.

* The influx of new investors into the market during the first half of 2023 totaled 208, accounting

for a considerable 75.1%. This figure is three times greater than the proportion of new investors
who entered the market in 2022. 6 2 o
[ ]
|

* In H1 2023, a cumulative count of 319 investments materialized, translating to an average of 1.2
investments per involved investor.

« The most prominent players in funding Art+Tech and NFT startups were Venture Capitalists and
Individuals, constituting 31.8% and 15.2% of the investment share, respectively.

THE TOTAL NUMBER OF INVESTMENTS / INVESTORS, INVOLVED IN H1 2023

INVESTMENTS MADE INVESTORS INVOLVED

SHARE, %

INVESTORS INVOLVED SHARE, % INVESTMENTS MADE SHARE, % 9 1 04

6 1 0.4

TOTAL
0.4
NEW IN 2023 : : 2.2

5.1

ACTIVE IN BOTH 2022
AND H1 2023
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TOP INVESTORS IN H1

2023 _
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12
13
14
15
16
17
18
19
20
21
22
23

INVESTOR

Polygon Ventures
Outlier Ventures
Animoca Brands
Big Brain Holdings
CRIT Ventures
Google Ventures
HashKey Capital
Infinity Ventures Crypto
Y Combinator
500 Global

Business Opportunities for
L'Oréal Development

CMT Digital Ventures
Galaxy Digital
Graviton Web3 Accelerator
Kenetic Capital
Kima Ventures
Lucid Blue Ventures
NGC Ventures
Nima Capital
OKX Ventures

Sam Enrico Williams

Skyland Ventures

Venrex

INVESTMENTS
IN ART+TECH IN H1 2023
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TOTAL INVESTMENTS
(ALL SPHERES, ALL YEARS)

20

% OF TOTAL
INVESTMENTS

45
2.3
1.5
4.1
4.1
0.3
4.2
3.8
0.1
0.1

25

1.7
1.9

CLASSIFICATION

Blockchain
Accelerator
Tech Strategist
VC
VC
Tech Strategist
VC
Crypto VC
Accelerator

Accelerator
Brand

Crypto VC
Tech Strategist
Accelerator
VC
VC
VC
Hedge Fund
Family Office
Crypto Strategist
Private Investor
VC
VC

COUNTRY
OF INCORPORATION

India
UK
Hong Kong
USA
South Korea
USA
Hong Kong
Taiwan
USA
USA

France

USA
USA
India
Hong Kong
France
Undisclosed / Decentral
Singapore
USA
Seyshelles
UK
Japan
UK
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ART+TECH

STARTUP INCUBATORS AND

ACCELERATORS IN H1 2023_
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ACCELERATOR

Fuelarts x Tezos Accelerator
Outlier Ventures
Y Combinator
500 Global
Graviton Web3 Accelerator
AppWorks
Arise
B Heroes
Beacon
Comcast NBCUniversal LIFT Labs
CryptoViet Ventures
Digitata Capital
eFounders
Forum Ventures
Founderheads
Founders Factory Africa
Fulcrum Venture Accelerator
Graduate Entrepreneur Fund
I0SG Ventures
LVenture Group
NxGen Capital
Spring Camp

Tech4Trust acceleration program

ACCELERATED
ART+TECH & NFT STARTUPS
IN H1 2023
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INDUSTRY FOCUS

Art+Tech
Web3
General / Tech
General / Tech
Web3
Tech
General / Tech
General / Tech
Web3
Tech
Web3
Tech
Tech
Tech
Web3
General / Tech
General / Tech
Tech
Web3
General / Tech
Web3
Tech
Tech

"‘\\'

|

FOUNDING YEAR

2019
2014
2005
2010
2023
2009
2020
2017
2022
2017
2019
2021
2011
2012
2021
2018
2019
2021
2017
2013
2021
2015
2020

COUNTRY OF INCORPORATION

USA
UK
USA
USA
India

Taiwan

Malaysia

Italy
USA
USA
Singapore
Hong Kong
France
USA
Lithuania
South Africa
USA
The Netherlands
Cayman Islands
Italy
UK
South Korea

Switzerland
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INSTITUTIONAL
23
ACCELERATOR
I
8
HEDGE FUND
2.9% 8 8

VC
g 31.8%

FAMILY OFFICE
2.9%
9
ANGEL GROUP
3.2%

INVESTOR UNIVERSE_

~ FIAT INVESTMENTS
173 ]62.5%

42

6
PRIVATE EQUITY y PRIVATE
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STRATEGIST
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CRYPTO INVESTMENTS

62 | 22.4 %

34

CRYPTO VC
12.3%

STRATEGIC

INSTITUTIONAL

DAO

1.1%
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FUELARTS ¢ GEOGRAPHICAL SPREAD_

North America

Asia & Oceania

Europe

Undisclosed / Decentral
Middle East
Tax Heavens

Africa

12 INVESTORS
4.3%

% v

UNDISCLOSED/DECENTRAL

13 INVESTMENTS
4.1%

L

COUNTRY INVESTORS % INVS INVESTMENTS | % INS
USA 117 42.2 136 42.6

o

Singapore 18 6.5 19 6.0

UK 14 5.1 30 9.4

France 12 43 14 4.4
Undisclosed / Decentral 12 4.3 13 4.1

—_
o

South Korea 3.6 12 3.8

China 3.2 9 2.8

India 3.2 18 5.6

O |0 |N | || Ww DN

2.9

—
S

Hong Kong 44

-
(=2
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Australia 1.1
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Indonesia 0.7
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The Netherlands 0.7 0.6
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Ukraine 0.7 0.6
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* During H1 2023, the Art+Tech ecosystem witnessed the largest
concentration of startups at the Seed stage, accounting for 62 companies.
This was followed by 38 startups in the Pre-Seed stage, while both Series
A and Non-Equity Assistance stages each hosted 10 startups.

* In terms of funding, the frontrunners were Series B startups, securing
a combined investment of $227 million. Close behind were the early-
stage Seed startups, accumulating $146 million in investments.

* The pinnacle of cumulative total investments was claimed by Series
B startups, amassing an impressive $468 million. To put it differently,
Series B startups garnered 49% of their total funding during H1 2023.

* The median funding ratio between Seed and Series A rounds remains
consistent at 1:2. Conversely, the ratio between Pre-Seed and Seed
rounds stands at a substantial 1:12, while the Series A to Series B ratio
reaches 1:15.

* In contrast to prior investment cycles, where the distinction between Pre-

Seed and Seed rounds was less pronounced, there is now a discernible
hesitancy among investors to allocate substantial funds to startups in
their early stages. This suggests a more reserved outlook from venture
investors, implying a preference for more substantial and impactful
Investments. This sentiment is echoed among prominent strategists
and institutional investors, who exhibit a preference for Series B over
Series A investments.

* It's noteworthy that 39% of startups have opted not to disclose their
funding details. Particularly opaque are the stages of Seed and Pre-Seed,
with 65% and 61% respectively lacking market visibility.

INVESTMENTS BY STAGES_

ART+TECH & NFT

STARTUPS BY INVESTMENT STAGE (H1 2023)

INVESTMENT

STAGE STARTUPS

ANGEL

CONVERTIBLE NOTE

DEBT FINANCING

GRANT

NON-EQUITY
ASSISTANCE

PRE-SEED

SEED

SERIES A

SERIES B

SERIES C

FUNDING
(H12022)

11,087,150

29,000,000

330,000

152,755

19,071,878

146,326,720

78,342,669

221,267,653

90,000,000

TOTAL
FUNDING

11,087,150

134,647,885

29,330,000

5,207,921

801,573

26,693,383

210,505,281

230,999,887

468,396,803

156,600,000

AVERAGE
FUNDING

3,695,717

14,500,000

330,000

76,378

501,892

2,360,108

1,834,267

75,755,884

90,000,000

MEDIAN MARKET
FUNDING VISIBILITY, %

5,543,575

14,500,000

330,000

76,378

250,000

3,100,000

6,500,000

100,000,000

90,000,000
g‘b g™ *ALL“FIGURES ARE IN US$
e
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FUELARTS ¢ INVESTMENTS BY STAGES

ART+TECH & NFT STARTUPS STAGE (VOLUME)

SERIES C
0.8%
SERIES B
2.3% ‘

SERIES A
7.6%

— ANGEL
2.3% CONVERTIBLE NOTE

‘ 1.5%
|

|
DEBT FINANCING

ART+TECH & NFT STARTUPS STAGE (INVESTMENT)

CORPORATE ROUND
$150,000,000

0.8%
GRANT
1.5%
SERIES C
$893,900,000
\— PRE-SEED
28.8%

ANGEL

CONVERTIBLE NOTE

4.8%
|

1.8%
F ‘

SERIES B
37.8%

3.2%

DEBT FINANCING
0.1%

PRE-SEED

| SERIESA

13.0%

SEED
24.3%
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Fabric Ventures was launched in 2017 and
has expanded its portfolio to include 83
startups since then. However, the concept of
Web3 did not exist at the time of its incep-
tion. Can you shed light on how your chosen
niche has evolved and adapted over time?

The Fabric team’s interest in Web3 was born
from experience investing in fintech and build-
ing and investing in open-source software
since 2012. We've seen the evolution of Web3
in waves of developments at the application
and infrastructure layers. Many of our early
investments were focused on decentralised fi-
nance and infrastructure, telling of the design
space that was open at the time, e.g. Layer 1s
such as Near and Polkadot, MEV infrastruc-
ture such as Flashbots, on-ramping/off-ramp-
ing such as Ramp.

Since 2020, as the infrastructure matured, the
design space expanded, and the ERC-721 NFT
standard gained popularity, exciting applica-
tions emerged beyond DeFi. We saw the poten-
tial in early projects such as Nansen, Sorare
and Axie Infinity and expanded the verticals
we invested in to include gaming, media, work
and payment applications.

Today, we are excited by new monetisation
opportunities for existing IP holders and the
role communities can play in developing IP
(e.g. Sorare and Strider). We see a place for
interactive media, which builds on the 1/1/X
standard pioneered by generative art, where
NFTs in one's wallet can interact and influ-
ence a digital object. Additionally, we believe
in the potential for stablecoins and blockchain
rails to revolutionise payments as we know
them today.

CASE STUDY #2_

Over 50% of Fabric's investments sit at the
application layer, highlighting how far we've
come in infrastructural developments and how
ripe the opportunity space is for building ex-
citing products. Several of our investments
today still hark back to our routes, with Only-
Dust’s focus on open-source funding/grants
budgets and Fxhash’'s open and permission-
less approach to generative media.

Fabric Ventures is renowned as one of the
primary VC backers of Art+Tech, with invest-
ments in notable ventures such as Verisart
and Sorare. What makes this niche attractive
to you, and how does it compete with other
sectors like FinTech, MedTech, EcoTech, etc.,
regarding investment attention?

This question is exciting for me as when
| first joined Fabric (a generalist Web3 fund) in
2020, investors and peers questioned whether
Web3 was a wide enough niche to dedicate
an entire fund to. Only two years later, the
question turned to how we cover the whole
Web3 space without specialising further.
We have invested in several verticals: wal-
let infrastructure, ZK tech and other scaling
solutions, payments, DeFi, commerce, gaming,
generative art and open work.

We aim to come to our investments with a
prepared mind and try not to be too prescrip-
tive about the verticals we look at. Timing
is an essential component of any invest-
ment. Many applications were being devel-
oped in 2017 that still have not taken off due
to a lack of supporting infrastructure
or timing. DeFi and gaming are more ma-
ture industries than others, such as work or
healthcare, where we have yet to deploy

as much but believe future applications will
develop.

For Verisart, we saw exciting potential in
bridging the physical and digital art worlds
and interesting timing with the rise of NFTs.
With Sorare, we were excited by the prospect
of digital scarcity and the advancements in
blockchain infrastructure to elevate the fan-
tasy sports model and the IP monetisation
opportunity for sports leagues.

Reflecting on Richard Muirhead's talk at
the inaugural Christie’'s Art+Tech Summit
in London in 2018 and the present day, how,
in your opinion, has the Art+Tech scene
evolved over the years?

That is an excellent moment to reflect on
and see how far we have come. The discus-
sions at the Summit focused on the fallout
of the ICO “bubble”, the role crypto plays in
supply chain management, and the role block-
chain can play in authentication. What is ex-
citing to see, and perhaps not realised then,
Is the creativity unlock blockchain can and
has enabled.

In 2018, the consensus was supply chain
management and authentication would cre-
ate a role for blockchain in the intersection
of the physical/digital art world. Instead,
we've emerged with Bright Moments, a trav-
elling NFT gallery focused on live experiential
minting events that have paid out $20m to
artists. Now, we have NFC-chipped goods,
adding a digital layer to physical products.
Long-form generative art created the novel
standard of 1/1/X, allowing collectors to have
a unique edition within a broader collection.

Feature sets such as fx(params) have dou-
bled down on this trend and give collectors
a co-creation role in creating artwork.

Two things have not changed since 2018:
Blockchains have been important as a pay-
ment rail, creating value for digitally native
objects. Additionally, regulation (especially in
the US) has not become any more transparent.

How has your investment strategy evolved
since the onset of the bear market, and how
is it currently being implemented in 2023?

The bear market is a harsh environment for
founders; many who thought they had found
product-market-fit or were close to it had
markets disappear overnight. For Fabric,
the current climate has given us time to re-
flect on the industry’s progress over the last
few years. We've been developing our the-
sis on what subsectors within the industry
we're most excited about and what net-new
applications and infrastructure blockchains
enable. In this market, we're keen to meet
entrepreneurs with a prepared mind on what
they are building and a thesis on how they can
become a billion-dollar company.

We have continued to deploy throughout
the bear market and remain focused on the
pre-seed and seed stages. We are particularly
interested in how Web3 technology can en-
hance or augment existing user behaviours
or infrastructure, such as payment rails, in
unique ways. Recently, we have been par-
ticularly excited about the novel consumer
applications and interactive media oppor-
tunities enabled by generative technologies
and the maturation of ZK technology.

LATA
PERSSON
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Venture Analyst
at Fabric Ventures
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https://www.polkadot.network/
https://www.flashbots.net/
https://ramp.network/
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https://sorare.com/
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https://strider.xyz/
https://www.onlydust.xyz/
https://www.onlydust.xyz/
https://www.fxhash.xyz/
https://verisart.com/
https://www.brightmoments.io/
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What new criteria are you considering when
evaluating Web3 strategies today? In other
words, what key factors do you look for when
selecting an investment in this rapidly devel-
oping field?

The strength of the team is a classic measure
across all types of venture investing and is
no different in Web3. We consider early ideas
around the problem statement and potential
product and go-to-market. However, we rec-
ognise that founders may pivot from their ini-
tial ideas. Gnosis Safe, which raised $100m
in 2022 and manages $14bn in assets, was
initially launched in 2015 as a decentralised
prediction market on the Ethereum blockchain.

We try to have a prepared mind on areas we're
excited about to meet entrepreneurs half-
way. We try to on the net new opportunities
that blockchain enables that cannot be repro-
duced otherwise.

Your investment fund also operates as an
accelerator - Fabric X — launching cohorts
in France, the United Kingdom, and Germa-
ny. How does having your own accelerator
arm benefit an investment fund, particu-
larly in terms of identifying and supporting
startups at an early stage?

CASE STUDY #2_

Having an accelerator has been immensely
useful as an investment fund. A key focus
of the accelerator is supporting founders
as they develop their product ideas. As they
explore the design spaces around differ-
ent products and markets, we are fortunate
to share their learnings in ways that apply
similarly to our venture investing. We learn
from the ideas the founders bring to the
table and the prepared mind we have de-
veloped from assessing the market at the
venture stage.

As the founders develop, we learn where
exciting ideas fall short, how to pivot and
what infrastructure needs to exist to take this
opportunity to the next level. Additionally, we
are fortunate enough to continue backing
our best entrepreneurs as they mature, such
as Narval, who recently raised a $4m seed
round, introducing top-tier new investors
such as a16z and Blocktower.

Our accelerator has helped strengthen our
geographically localised Web3 communi-
ties through the mentor network (see France
here) we build for each program. Our local
accelerators form geographically distribut-
ed communities of Web3 founders of both
scaled companies and founders at the start

of their entrepreneurial journey. Additionally,
our localised accelerator programs provide
excellent exposure to talent in key European
geographies. We have been fortunate to re-
ceive many strong applications that we can-
not accept into the accelerator but form our
talent network. Our portfolio companies can
leverage this talent network for their relent-
less search for top hiring potential.

Given the current emphasis on Al in the in-
vestment landscape, what percentage of your
portfolio consists of Al startups, and what are
your plans for further developing this sector
within your accelerator?

As we are predominantly a Web3-focused fund,
we do not have any Al-focused startups per se.
Several portfolio companies are leveraging Al
In novel ways to supplement existing product
development, whilst many companies in our
pipeline are taking advantage of recent ad-
vances in the field. We are excited to see how
the founders within our accelerator explore
the intersection of Web3 and Al. Some broader
themes we are seeing in our portfolio, pipeline
and elsewhere which excite us include:

. Novel ways to maximise the lower pro-

duction cost of image generation

-

. Enhancing artefacts such as NFTs with
custom training based on your interactions
with the object

. Token holders with voting rights in deci-
sions related to the Al project’s development,
ensuring alignment with community values
(Botto DAQ is an excellent example of this)

. Attribution tracking, where smart con-
tracts define IP usage, automate payments
and licensing, and track usage (e.g. Story Pro-
tocol)

. Personal data management: using de-
centralised protocols to enforce rules on how
data is accessed and used

. Data monetisation: Tokens reward the
contribution of valuable data with a share of
profits derived from Al models trained on the
data

. Zero-knowledge  machine learning
(ZKML)
. Incentivised resource sharing, e.g. to-

kens used to incentivise the contribution of
computing resources to train models

. Identity: As generative Al improves and

minimal cost is required to mass produce con-
tent, we expect value in decentralised identity
where you can show and prove things about
yourself will increase (e.qg. Worldcoin)

We would love to chat with anyone build-
ing in one of these areas!

If you were to provide three valuable pieces
of advice to young founders of startups in the
Web3 space, what would they be?

1.  Don't be afraid to deploy the bare-bones
version of a feature to get user feedback and
improve.

2. Be prepared to pivot; some of today's
best companies started with a different idea
(e.g. Safe's initial product was a prediction
market).

3. Trust the process when things feel am-
biguous.



https://thedefiant.io/gnosis-safe-100m
https://thedefiant.io/gnosis-safe-100m
https://dune.com/gnosis_safe/Gnosis-Safe
https://www.narval.xyz/
https://www.lecryptofellowship.com/#partners
https://www.botto.com/
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https://www.storyprotocol.xyz/
https://worldcoin.org/
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FUELARTS @ KEY NUMBERS

In the first half of 2023, an impressive 115 new startups, representing a 13% increase, joined
the existing ecosystem of 872 Art+Tech & NFT startups that had received funding between
2000 and 2022.

During this period, a total of 132 startups secured funding, 17 of which (13%) had previously received
funding up until 2023.

Out of the 132 startups, 33 are currently harnessing the power of Al technologies in their products,
making up 25% of the total. However, in terms of monetary investments, Al-based startups accounted
for a substantial 41.2% of the cumulative funding across all funded startups.

Interestingly, only 4 out of the startups that secured funding both in H1 2023 and prior to 2023
are integrating Al technologies into their operations, representing 24% of the cohort. The remaining
13 startups, making up 76%, are not currently utilizing Al.

Presently, the Art+Tech & NFT ecosystem encompasses a total of 987 startups:

- 327 startups (33%) cater to the ‘Traditional’ (Non-Digital) Art+Tech market.
- 660 startups (67%) cater to the Digital & NFT Art+Tech market.

All startups that received funding in the first half of 2023 were representative of the Digital & NFT
sector.

In H1 2023, a cumulative funding of $601.6 million was channeled to 132 Art+Tech startups,
distributed across various sectors as follows:

- Production (R&D, GameFi, Visualization): $498.4 million (83.4%)
(In 2022 — $2.51 billion, 72.1%)

- Trade: $84.4 million (14.1%)
(In 2022 — $577.3 million, 16.6%)

- Management: $10.4 million (1.7%)
(In 2022 — $250.9 million, 7.2%)

- Analytics: $8.4 million (1.4%)
(In 2022 — $142.2 million, 4.1%)

ART+TECH STARTBUP

14
STARTUPS

11%
MANAGEMENT
$10.4 MILLION
1.7%
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FUELARTS @ STARTUP UNIVERSE

Online Art Games,
Blockchain Art Games

Content Creation, Search &
Marketing, Online Education,
Social Networks, Al / ML

N\

Databases, Provenance
Trackers, Indices, Prediction

~ Services
7 /
0« STARTUPS
100% DIGITAL
STARTL ANALYTICS

9.3%

100% DIGITAL |
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Collection Management,
Copyright Management,
Logistics & Storing, Expertise
& Appraisal, DAOs

/

\
' \

/

— Marketplaces, Payment
/ Systems, Exchanges, Wallets

Visualization (AR / VR / MR,
Art Metaverse)
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STARTUP FOUNDED COUNTRY FUNDING IN H1 2022 TOTAL FUNDING
‘ I N V E : ; I M E N I : ; BY : ; E G M E N I : ; INTELLA X 2022 Singapore 12,000,000 12,000,000

STARTUP FOUNDED COUNTRY FUNDING IN H1 2022 TOTAL FUNDING
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m 2021 6,500,000 10,200,000
TEAHOUSE FINANCE 2021 5,000,000 5,000,000
4 PASSION PUNCH o T e T oo 200000

SYNTHESIA 2017 90,000,000 156,600,000
4 STABILITY Al 2019 25,000,000 123,797,885 s 3 1 1
SUPERPLASTIC 2017 [ usa | 20,000,000 67,000,000 Al figures are in USS =

\ MILLION

— HELIKA 2022 Canada 4,000,000 4,473,641

|
||

*All figures are in US$
MILLION 52

FUNDING IN H1

2022 TOTAL FUNDING

STARTUP FOUNDED COUNTRY

$8.4
MILLION

$84 ANALYTICS

| 1.4%

MILLION

$10.8

TRAD E MILLION

MANAGEMENT

| 14.1%

$0.03 , R
MILLION -

VISUALIZATION \

0.004%

STARTUP FOUNDED COUNTRY FUNDING IN H1 2022 TOTAL FUNDING

STARTUP FOUNDED COUNTRY FUNDING IN H1 2022 TOTAL FUNDING
FUNGIFY 2022 6,000,000 6,000,000
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FUELARTS @ H1 2023 IN REVIEW

* During the first half of 2023, a total of 132 Art+Tech startups successfully secured funding.
Out of these, 17 startups (13%) had previously received funding prior to 2023.

* The combined funding for these 132 Art+Tech startups in the first half of 2023 amounted
to $601.6 million, accounting for 47.2% of the total funding received by these startups since
their inception.

* The cumulative funding of $601.6 million in the first half of 2023 is 32% lower than the
combined funding Art+Tech startups received in the second half of 2022 ($879 million) and
77% lower than the cumulative funding in the first half of 2022 ($2.6 billion).

« All 132 startups are involved in the Digital Art & NFT Market. The only exception is Superplastic,
previously listed in the «Physical» Art Market, which introduced its NFTs in early 2023.

* Non-Al Art+Tech startups secured $353.8 million (58.8% of the total funding), whereas startups
utilizing Al technologies received $247.8 million (41.2%).

« Among the various categories, R&D (content production) startups attracted the highest
number of investments in the first half of 2023, totaling $467.3 million across:65 companies.
Trade-focused startups received $84.4 million across 30 companies. GameFi ($31.1 million,
14 companies), Management ($10.4 million, 14 companies), Analytics ($8.4 million, 7 companies),
and Visualization startups ($0.03 million, 2 companies) received comparatively fewer investments.

FUNDING IN 0 INVESTMENTS
MARKET H1 2023 MARKET % STARTUPS MADE

601,578,825 319

353,824,552

247,154,273

|:'_'_ Te

* The combined funding for the top 5 Art+Tech startups in the first half of 2023 constitutes
62% of the total funding secured by all 132 startups.

- Among the countries with incorporated Art+Tech startups receiving investments in the
first half of 2023, the United States leads with 49 companies. The United Kingdom follows
In second place with 12 companies, and Singapore takes third place with 8 companies.

* Art+Tech startups founded in 2023 collectively received $16.1 million in funding,
contributing to 2.7% of the total H1 2023 funding for all companies in this sector, regardless
of their founding year.

* The Art+Tech startups that received the highest investments in the first half of 2023 are in
Series B (3 companies, $227.3 million), followed by 62 companies in the Seed stage
($769.5 million) and 4 companies in Series B ($§385.0 million).

» Startups with the highest overall funding are in Series B (3 companies, $468.4 million),
Series A (10 companies, $230.9 million), and the Seed stage (62 companies, $210.5 million).

» Among the 132 companies, 51 companies have not disclosed any information about
their financial sources. Consequently, the current level of investment «transparency» in this
market stands at 61%, which is lower than the 89% recorded %022.

@
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=

FUNDING — STARTUPS,
TRANSPARENCY, % | STARTUPS, FOUNDED FOUNDED IN
IN H1 2023 2023, %

TOTAL FUNDING, % OF FUNDING
ALL YEARS IN H1 2023

1,274,269,883 47.2 16,098,204 2.8

764,939,604 : 8,648,205

509,330,279 : 7,449,999
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. TOP 20 ART+TECH & NFT STARTUPS
FUELARTS © H1 2023 IN REVIEW_ BY INVESTMENT AMOUNT RECEIVED IN H1 2023
RANK STARTUP MARKET SEGMENT COUNTRY FOUNDING YEAR INVESI I;'E;‘; SIN INVI;I-SO'I-'I-IGIIENTS STAGE

1 LayerZero Labs Non-Al R&D USA 2021 120,000,000 293,299,986 Series B
2 Typeface Al R&D USA 2022 100,000,000 165,000,000 Series B
3 Synthesia Al R&D UK 2017 90,000,000 156,600,000 Series C
4 Candy Digital Trade 2021 38,449,997 138,449,997 Series A
5 Stability Al R&D 2019 25,000,000 123,797,885 Convertible Note
6 Superplastic R&D 2017 20,000,000 67,000,000 Series A
7 Haiper Trade UK 2021 13,750,000 19,150,000 Seed
8 Intella X GameFi Singapore 2022 12,000,000 12,000,000 Seed
9 SYKY R&D USA 2022 10,500,000 10,500,000 Series A
10 Spatial Labs R&D USA 2020 10,000,000 14,000,000 Seed
11 TreasureLand Trade USA 2021 10,000,000 10,000,000 Angel
12 Pudgy Penguins R&D USA 2021 9,000,000 9,000,000 Seed
13 Peggy Trade Canada 2020 8,065,148 8,065,148 Seed
14 Sortium R&D USA 2021 7,750,000 7,750,000 Seed
15 Huanzang art R&D China (Mainland) 2022 1,267,653 10,096,817 Series B
16 Degame GameFi Singapore 2021 6,500,000 10,200,000 Series A
17 Coresky Trade USA 2023 6,000,000 6,000,000 Pre-Seed
: 18 Fungify Management USA 2022 6,000,000 6,000,000 Seed
: 19 HUG Trade USA 2022 5,000,000 5,000,000 Seed
20 Nefta R&D Germany 2021 5,000,000 5,000,000 Seed




FUELARTS

As someone immersed in the Art+Tech sec-
tor for more than a decade, how would you
characterize the industry’s evolution and the
transformative shifts it has undergone?

It's hard to even imagine this anymore, but
when | started Collectrium 15 years ago, you
could not even take a picture with your phone
at an art fair or a gallery. It was a big no-no.
You would get very sternly reprimanded. Oh,
and most phones were Blackberries. How far
we've come since then!

So, the main and largest transformative shift
in the art industry over the last 15 years has
been digitization and the industry’'s accep-
tance of all of its uses: for art marketing and
distribution, for art logistics, and most recent-
ly with Web3 and Al, also for art production.

Over 75% of all physical art transactions now
have a digital component during the sales pro-
cess. Web3 has catalyzed digital art creation
and dramatically expanded art collecting au-
diences. Major consumer and fashion brands
have been accelerating the adoption of crypto
art through partnerships with digital artists,
continuing to blur the lines between fine art
and consumer art. The art industry transfor-
mation over the last 15 years spurred by dig-
itization has been staggering.

In 2015, Collectrium, your first Art+Tech start-
up, was successfully acquired by Christie’s,
making it the most significant acquisition
in its time. Can you share the behind-the-
scenes story of this deal? Furthermore, con-
sidering your experience, do you still believe
that acquisition is the optimal exit strategy
for Art+Tech startups?

CASE S

We built Collectrium into the world’s largest
online collection management platforms of
its time through partnerships with key art
ecosystem players: art logistics companies,
financial institutions, art insurance com-
panies, and auction houses. Christie’s was
a Collectrium customer first, and then they
were attracted to Collectrium’s potential to
help amplify their already world-class cus-
tomer relationship management capabilities.
Eventually, after some time using the platform,
they decided to make Collectrium part of their
product portfolio.

As for the optimal exit strategy for an Art+Tech
startup, it very much depends on the nature
of the startup’s business. Some tech start-
ups are essentially an innovative “feature”
that would well complement an established
legacy business — for example, authentica-
tion tech, condition reporting tech, or some
special methods of art production, such as VR.
Other tech startups are platforms that have
a potential to disrupt the existing business
models. They are usually built around a dis-
ruptive technology. Currently we have not just
one but at least three disruptive technologies
that are making their way to mainstream adop-
tion by the art market at the same time: Web3,
Al, and Big Data. The chances of this tech
potion to sprout an art market force of the
Christie’s/Sotheby’s caliber are quite high.

What motivated you to step away from the
Art+Tech sector shortly after Collectrium’s
acquisition, and what influenced your deci-
sion to return in 2020?

| love art, but | also love trucks! No, really,
| do. And connecting art to collectors is not

UDY #3_

that different from connecting shippers to
carriers — which is what the company | had
co-founded after Collectrium (Carggo, now
known as greenscreens.ai) does. The tech
too has a lot in common: predictive freight
pricing uses Al and machine learning in much
the same way that predictive art pricing is
used to compute the LiveArt Estimate for
any artwork offered for sale.

Generally, in selecting a business idea to
pursue, | gravitate toward difficult problems
that lie within my sphere of interests. | am a
physicist by training (went to MIT for electrical
engineering), and my mind gets a dopamine
hit from problem solving. Be that Art+Tech,
freight transportation, gaming, or crypto -
if the business opportunity is large, the tech-
nical and business problems are challeng-
ing, and | am personally passionate about it,
then it's an ideal place from which to evolve
a startup.

As for what brought me back to Art+Tech -
it was Web3. A few years ago, | started to re-
alize that Web3 was beginning to transform
the art market in a fundamental way: changing
how art is created, how it is sold, and how
it is distributed and consumed. With Web3
revolutionizing the art market in such a dras-
tic way, it's an exciting time to be building in
this space.

After your return, you co-founded global fine
art platform LiveArt. The platform offers
3 main products: LiveArt Market Analyt-
ics, LiveArt Trading Floor and LiveArt NFT.
Could you please provide an overview of
each of these products and their significance
in the art industry?

LiveArt Market Analytics is used by over
100,000 art collectors worldwide, providing
live market data and intelligence for the art
market. It has become the art industry’s au-
thoritative source for art market data. We
are now working on applying our Al analytics
technology to digital art, so that collectors
can have a holistic view on the value of the
art holdings across physical and digital art.

LiveArt Trading Floor is a decentralized peer-
to-peer art platform that supports trading from
anywhere in the world. Our proprietary tech-
nology enables private negotiations, secure
payments, and logistical support to give col-
lectors the trust and confidence to transact.

LiveArt NFT is uniquely positioned to bring
Web3 projects by blue-chip traditional artists
and top crypto & digital artists to audiences
worldwide. Through our intimate knowledge of
the art market, unique access to high-quality
traditional & digital art, and strong curation,
LiveArt creates the highest quality collecting
experience powered by blockchain technology
and Al.

What significant milestones or accomplish-
ments have you reached in the past three
years since the inception of LiveArt?

TOP ARTISTS: We have worked with
some of the top-100 artists in the word, and
we successfully brought them to global Web3
audiences.

GLOBAL AUDIENCE: LiveArt global com-
munity of physical and digital art buyers has
grown to over 600,000 and continues to rap-
idly expand.

PEVZNER

W

Co-Founder & CEQ '\,

of LiveArt N
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FUELARTS ® CASE STUDY #3

AUTHORITATIVE MARKET DATA: The
LiveArt mobile app has become the premier

authoritative source for art market data, deliv-

ering art market information and Al-generated
insights to over 100,000 users.

GREAT BACKERS: LiveArt is backed by
some of the world's most renowned Web3
investors, including Binance Labs, Animoca

Brands, OKX, KuKoin, Hashkey, and AppWorks.

What makes LiveArt stand out among other
art platforms?

We work with the world’s top traditional art-

ists and bring them to Web3. Through our

longstanding relationships with the top art
galleries and auction houses, we have
unparalleled access to the art world. We are
the authoritative source of art market data.
We have an extensive curatorial network
that consists of experts excelling in one or
more following categories: traditional fine
art, crypto & digital art, generative art, dig
ital fashion, collectibles, and the metaverse.
We have a global community of over 600,000
digital art collectors, as well as a growing
distribution network of institutional buy-
ers. And most importantly, all our projects
sell out!

All of this adds up to a unique and compelling
value proposition for artists — which is why

/

a growing number of the world’s top artists
choose LiveArt to launch their Web3 projects.

LiveArt recently secured $5 million in
investments through a private token offer-
ing in 2022, involving 13 investors. Given
the challenging market conditions, could
you shed some light on the difficulties
faced while raising capital during a bear
market?

There is still plenty of capital chasing
quality projects that show good traction.
With our track record of success, we were
able to attract some of the world's top
Web3 investors: this round was led by Binance
Labs and Animoca Brands, with Hashkey,

AppWorks, OKX Ventures, KuKoin Labs,
ByBit, Gate.io also participating.

| viewed this capital raise as an opportunity to
build a distribution network in the countries
and regions with the fastest growing Web3
adoption - China, Singapore, Taiwan, Korea,
Japan, Vietnam, Turkey, Indonesia — to com-
plement our already existing buyer base in Eu-
rope and the Americas. Given the high demand
for the round, we were able to select the “best
bang for the (crypto) buck” investors who can
add substantial value to our business.

What is your perspective on the integration
and acceptance of Web3 technology within
the art community and the broader art world?

%

Web3 technology has created a way for
digital art to become a viable medium for
art production. Artists have been wanting to
explore the creative possibilities of digital
medium for a long time, and through the
magic of blockchain and smart contracts
they now can create digital art that has the
same uniqueness and ownership character-
istics that physical art does. This is opening
up an avalanche of creative opportunities
for artists. With this comes increasingly
widespread adoption, a rapidly growing
digital art collector community, and com-
mercial success. This future is now, and we
at