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1. What is Ethereum Staking?

Staking is the process of validating transactions on the blockchain by locking up a committed
amount of Ether on the blockchain network for the purposes of the proof-of-stake consensus
mechanism so as to enhance the network operation. Through participating in staking,
investors may receive staking rewards, which are in the form of Ether, from the Ethereum

Network.

2. Why stake Ethereum?

For investor, the primary reason for staking Ethereum is to earn staking rewards, which are
typically paid in additional Ether. Additionally, by staking your Ether, you actively contribute
to the operation and security of the Ethereum network. This enhances the blockchain’s

resilience against attacks and improves its transaction processing capabilities.

3. Which crvptocurrencies can be staked? Why can't Bitcoin be staked?

Not all cryptocurrencies support staking, mainly due to technical differences. For example,
Bitcoin does not have a staking function. To understand why, it is necessary to first grasp
some background information.

Cryptocurrencies are typically decentralized, meaning they do not have a central authority,
like a bank or credit card company, to manage and verify transactions. So, in such a
decentralized system, how do computers on the network reach a consensus and ensure the

authenticity of transactions? The answer lies in the “consensus mechanism.”

Many cryptocurrencies, such as Bitcoin and Ethereum 1.0, use a consensus mechanism called
“Proof of Work” (PoW). In a PoW system, the network relies on massive computational
power to verify transactions and prevent issues like double spending. Miners compete to
solve complex cryptographic puzzles, and the first one to solve it gets to add the latest block
of transactions to the blockchain and receive cryptocurrency rewards.
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For Bitcoin, which primarily functions as a ledger for recording transactions, PoW is a
scalable solution. However, more complex blockchains like Ethereum are not just for
transaction records—they also support various applications, including the decentralized
finance (DeFi) ecosystem. When network activity surges, PoW can create bottlenecks. As a
result, Ethereum 2.0 transitioned to “Proof of Stake” (PoS), allowing users to stake their
cryptocurrency to help secure the network and earn rewards.

4. Whatis Proof of Stake?

Proof of Stake (PoS) is a relatively new consensus mechanism designed to improve

transaction speed and efficiency while reducing costs. Unlike the traditional Proof of Work
(PoW), PoS does not require all miners to consume massive computational resources to solve
complex mathematical problems. Instead, transactions are verified through the staking of
tokens.

In a PoS system, users can stake their cryptocurrency in exchange for the right to validate
transactions. They also have the opportunity to add new transaction blocks to the blockchain
and earn rewards. Similar to mining, this process determines who gets to update the
blockchain and receive cryptocurrency as a reward.

Additionally, stakers play a role in determining which blocks are valid. While different
blockchain projects may implement PoS in various ways, the core principle remains the same:
users stake their tokens to help secure the network. This not only serves as a commitment to
honest behavior but also acts as a safeguard against malicious activities, as violating protocol
rules could result in the loss of their staked funds.

5. How does Ethereum staking work?

When you choose to stake Ethereum, you lock a portion of your Ether in the network. These
staked Ether are used to validate transactions, ensuring their authenticity and security. In
return, the network issues Ether rewards to staking participants. This process does not
require the high computational power associated with PoW.

6. What is the lock-in period?

The lock-in period refers to the duration during which staked Ether cannot be moved or sold.
The length of the lock-in period depends on the specific staking protocol. This mechanism
ensures that enough ETH remains within the network for transaction validation, maintaining
network security.
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Risk Disclosure and Disclaimer

Investing involves risks, including the potential loss of principal. Investments in emerging
markets are subject to additional risks, such as higher market volatility and lower trading
liquidity, which may lead to greater losses compared to investments in developed markets.
Please carefully consider the fund’s investment objectives, risk factors, fees, and expenses
before investing. These and other details are outlined in the fund’s prospectus, which should
be reviewed before making an investment decision.

Bosera Asset Management (International) Co., Ltd. is not operated, endorsed, issued, sold, or
promoted by index providers (applicable to ETFs and index funds). For more details on index
providers, including disclaimers, please refer to the relevant offering documents of Bosera
Asset Management (International) Co., Ltd.

Sources: Fund performance and index data (if applicable) are provided by Bosera Asset
Management (International) Co., Ltd. and relevant index providers. This document is
prepared by Bosera Asset Management (International) Co., Ltd. and has not been reviewed

by the Securities and Futures Commission.



