
LUNA FAQ

This FAQ is a retrospective summary as of 20 December 2022 of the LUNA market events that

happened in May 2022. It includes a timeline and highlights the steps that 21Shares has taken

with regards to their affected products. For further information, please contact etp@21.co.

Background on the relationship of TerraUSD (UST) and Terra’s native token, LUNA
The algorithmic stablecoin TerraUSD (UST) was pegged to USD at a 1:1 rate, meaning the

value of 1 UST should have generally been $1.00. This peg was maintained by traders using

arbitrage opportunities by exchanging UST to Terra’s native token LUNA, as UST could always

be exchanged for LUNA as if it were worth $1.00. However, the creation of new LUNA pushes

down the price, which is why Terra’s protocol limits the amount of UST that can be exchanged

for LUNA to $100 million per day.

On 7 May 2022, over $2 billion in UST was withdrawn from the Anchor protocol with hundreds

of millions of dollars worth of UST immediately sold. This resulted in massive sales, lowering the

price of UST to $0.91 (from the normal $1.00 peg). Traders attempted to profit from arbitrage by

exchanging $0.91 of UST for $1.00 of LUNA. When the stablecoin couldn't keep its peg,

investors panicked and rushed to sell their UST. In the week following the initial de-peg, it

fluctuated between $0.30 and $0.50, and it is hovering around $0.0001 (as of 19 December

2022).

Timeline LUNA
● May 7, 2022: The stablecoin TerraUSD (UST) began to lose its peg to the US Dollar (as

low as $0.85) but started to climb back towards the target of $1.00.

● May 9, 2022: A second depegging event stalled the recovery and the token began a

significant downward correction. The Luna Foundation Guard (LFG) announced multiple

measures deploying a total of 80,000 Bitcoin out of the treasury reserve to be used by

market makers as a loan to act directly in venues to restore the peg.
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● May 12, 2022: The LUNA price dropped 96% in one day to less than 10 cents. The Terra

blockchain is officially halted - for the first time at block level 7603700 - after the price of

LUNA plummets, threatening the network's security.

● May 14, 2022: Do Kwon, the co-founder of Terraform Labs, proposed to fork Terra

without UST, calling the current chain "Terra Classic".

● May 16, 2022: LFG confirmed that it has reduced its BTC reserves from about 80,000

Bitcoins to 313 Bitcoins while trying to save UST's connectivity.

● May 17, 2022: Terra-Classic's ecosystem revolved around the algorithmic stablecoin

UST. Since UST has depegged significantly and caused the hyperinflation of LUNA, the

value of the Terra Classic and its respective protocols have dropped immensely. To

preserve the ecosystem and the community of Terra Classic, Do Kwon proposed a

revival plan which involved launching a new Terra blockchain so that the existing

applications could migrate over to the new blockchain. The airdrop provides the

incentives and funds for projects and developers to stay to build on the new Terra

blockchain instead of moving to other blockchains. Airdropping the new token to LUNA

and UST holder could also incentivize them to test out the new blockchain.

● May 28, 2022: Terraform Labs launched a new blockchain, Terra 2.0 with its new native

token LUNA (“LUNA 2.0”). Unlike the former Terra network, this new blockchain does not

involve an algorithmic stable coin. The previously existing blockchain Terra has been

renamed to Terra Classic and the respective token LUNA has been renamed to LUNA

Classic (LUNC).

Timeline 21Shares Terra Classic ETP (“Luna ETP”)
● May 13, 2022: Trading in the Luna ETP has been suspended due to multiple reasons,

including the inability of the market makers to quote bid/offer spreads.

● May 16, 2022: Removal of LUNA from the indexes of 21Shares’ HODL ETP, HODLX

ETP, MOON ETP and ALTS ETP.

● May 28, 2022: Initial airdrop received by the Luna ETP.
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● June 6, 2022: Name change from “21Shares Terra ETP” to “21Shares Terra Classic

ETP” to reflect the renaming of the existing Terra Classic, which the Luna ETP continues

to track. The ISIN and Ticker remained unchanged.

● September 14, 2022: 21Shares indicated that it intends to offer a cash tender for the

Luna ETP before the end of the year. A cash tender means that 21Shares will offer to

purchase an investor’s shares in the Luna ETP.

● October 11, 2022: 21Shares announced to offer a cash tender for the Luna ETP in two

periods.

● October 14 until November 11, 2022: First tender period concluded with the pricing of

NAV per share = 0.0000480 USD.

● November 16 until December 2, 2022: Second tender period concluded with the pricing

of NAV per share = 0.00004964 USD.

Is the Luna ETP expected to trade again?
In 21Shares' assessment, the Luna ETP is unlikely to resume trading because it continues to

trade well below the minimum tick size required to trade on the SIX Swiss Exchange. Since the

trading of the Luna ETP on the SIX Swiss Exchange has been suspended for more than three

months, it is always possible that the SIX Swiss Exchange may decide to proceed with a

delisting of the Luna ETP.

How can I exit my position from the Luna ETP?
If you have not participated in the tender offers, you remain invested in the Luna ETP. The Luna

ETP is not expected to trade again, which may result in limited opportunities to exit the product.

The Luna ETP offers an annual put option that allows investors to redeem their shares to

21Shares. 21Shares may, in its discretion, consider offering future cash tenders for the Luna

ETP. In case of a delisting by the SIX Swiss Exchange, the liquidation proceeds will be paid out

to investors.
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What happens to received airdrops?
The USD value of the airdropped tokens will be reflected in the NAV of the Luna ETP. As future

airdrop proceeds are received, the USD value of those airdrops will be reflected in the Luna

ETP’s NAV.

How are the airdrops structured and how do they impact the Luna ETP?
As outlined on the Terra website, the airdrops will be distributed over different periods, according

to the timing and the amount of the former LUNA (now LUNC) holdings. For holdings prior to 7

May 2022 (“pre-attack”) that were larger than >10k LUNA (now LUNC), airdrops are subject to a

1-year cliff, meaning the Luna ETP will only start to receive airdrops from approximately May

2023. For post-attack holdings, 30% of the airdrops were distributed immediately, while the

delivery of the remaining 70% only started on 24 November 2022.

The table below shows the expected tokens to be received by the Luna ETP, including the

indicated scheduled release date. Please note that these dates may not be the same as when

the value is incorporated into the Luna ETP NAV.

*Applying a market value of LUNA 2.0 of $1.290 per CryptoCompare as of 17:00 CET Close 19

December 2022
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DISCLAIMER

This document is not an offer to sell or a solicitation of an offer to buy or subscribe for securities of
21Shares AG (21Shares). Neither this document nor anything contained herein shall form the basis of, or
be relied upon in connection with, any offer or commitment whatsoever in any jurisdiction. Nothing
contained herein represents investment advice and investors should take their own independent advice.

This document and the information contained herein are not for distribution in any jurisdiction in which the
distribution or release would be unlawful. This document does not constitute an offer of securities for sale
in or into the United Kingdom, the EEA, United States, Canada, Australia or Japan. The securities of
21Shares have not been and will not be registered under the United States Securities Act of 1933, as
amended (the “Securities Act”), and may not be offered or sold in the United States absent registration or
an applicable exemption from, or in a transaction not subject to, the registration requirements of the
Securities Act. There will not be a public offering of securities in the United States.

Within the United Kingdom, this document is only being distributed to and is only directed at: (i) to
investment professionals falling within Article 19(5) of the Financial Services and Markets Act 2000
(“FSMA”) (Financial Promotion) Order 2005 (the “Order”); or (ii) high net worth entities, and other persons
to whom it may lawfully be communicated, falling within Article 49(2)(a) to (d) of the Order; or (iii) any
other persons to whom this document can be lawfully distributed in circumstances where section 21(1) of
the FSMA does not apply.

Within the EEA, this communication is only addressed to and is only directed at qualified investors within
the meaning of the Prospectus Regulation (EU) 2017/1129.

This document constitutes an advertisement within the meaning of the Swiss Financial Services Act (the
“FinSA”) and not a prospectus.

21Shares is not an investment advisor and makes no representation regarding the advisability of
investing in any such investment product or other investment vehicle. A decision to invest in any such
investment product or other investment vehicle should not be made in reliance on any of the statements
set forth on this website. Prospective investors are advised to make an investment in any such product or
other vehicle only after carefully considering the risks associated with investing in such products, as
detailed in an offering memorandum or similar document that is prepared by or on behalf of the issuer of
the investment product or other investment product or vehicle. 21Shares is not a tax advisor. A tax
advisor should be consulted to evaluate the impact and consequences of making any particular
investment decision. Inclusion of any assets within an index is not a recommendation by 21Shares to buy,
sell, or hold such security, nor is it considered to be investment advice. The website materials have been
prepared solely for informational purposes based upon information generally available to the public and
from sources believed to be reliable. No content contained in these materials (including index data,
ratings, credit-related analyses and data, research, valuations, model, software or other application or
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output therefrom) or any part thereof (“Content”) may be modified, reverse-engineered, reproduced or
distributed in any form or by any means, or stored in a database or retrieval system, without the prior
written permission of 21Shares. The Content shall not be used for any unlawful or unauthorized purposes.
21Shares does not guarantee the accuracy, completeness, timeliness or availability of the Content.
21Shares is not responsible for any errors or omissions, regardless of the cause, for the results obtained
from the use of the content. The content is provided on an “as is” basis. 21Shares disclaims any and all
express or implied warranties, including, but not limited to, any warranties of merchantability or fitness for
a particular purpose or use, freedom from bugs, software errors or defects, that the content’s functioning
will be uninterrupted or that the content will operate with any software or hardware configuration. In no
event shall 21Shares be liable to any party for any direct, indirect, incidental, exemplary, compensatory,
punitive, special or consequential damages, costs, expenses, legal fees, or losses (including, without
limitation, lost income or lost profits and opportunity costs) in connection with any use of the Content even
if advised of the possibility of such damages. Investments into crypto currencies and/or digital assets are
subject to material and high risk including the risk of total loss. The calculated prices may not be achieved
by investors as the calculated price is based on prices from different trading platforms. Furthermore, an
investment into crypto currencies and/or digital assets may become illiquid depending on the trading
platform or investment product used for the specific investment. Investors should carefully review all risk
factors disclosed by the relevant trading platform or in the product documents of relevant investment
products.
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