
 

Welcome to Morgan Creek Digital's digital asset update. It is comprised of a thought piece
from our team. We hope you find this content interesting. Please let us know if you have any
comments or questions or if you would like to speak to a member of the Morgan Creek
Digital team. 

An Active Hurricane Season in the U.S. Southeast—Is Blockchain-Based
Parametric Insurance the Answer to Disaster Relief?

As the frequency and intensity of natural disasters escalate, the insurance sector is
under increasing pressure to expedite reliable compensation for its clients. The
National Oceanic and Atmospheric Administration (NOAA) had projected a range of
17 to 25 storms for the Atlantic basin in the 2024 season, which runs from June 1st to
November, including a minimum of eight hurricanes and four major ones.1 With the
U.S. Southeast facing a higher rate of storm projections, the region may need to brace
for substantial damage and displacement, amounting to billions of dollars in future
losses. Around the world, extreme weather events with higher temperatures, prolonged
droughts, and severe wildfires are creating unprecedented uncertainty for governments,
businesses, and individuals.
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In this scenario, parametric insurance could serve as a strategic approach to lessening
the financial burden of such calamities. Unlike traditional indemnity-based models,
parametric insurance offers automatic payouts once specific pre-set conditions—like a
hurricane reaching a certain category or temperatures hitting a defined limit—are met.
This efficient method can significantly aid in quicker recovery post-disaster. The
adoption of blockchain technology, along with smart contracts and data oracles, could
make parametric insurance an effective risk management tool with today's
unpredictable climate.

Smart Contracts: Streamlining Insurance Payments
At the heart of blockchain-enabled parametric insurance lies the smart contract, a self-
executing code that functions on a blockchain. Once activated, a smart contract is
designed to carry out specific actions automatically once its pre-defined conditions are
met. For parametric insurance, these conditions are linked to particular events such as
temperature variations, levels of precipitation, or seismic activities.2 For instance, a
smart contract for crop insurance could trigger a payment if rainfall levels fall below a
certain threshold for an extended period, indicating a drought. This automatic process
can eradicate the need for protracted claims procedures, manual assessments, and
subjective adjustments (and could potentially revolutionize commodity
production/hedging and speculative trading in futures markets).

In short, smart contracts are designed to be trustless, meaning transactions are executed
precisely as programmed without the need for intermediaries or human interference.
Smart contracts have the potential to substantially reduce operational costs, errors, and
response times.

The Importance of Data Oracles
Smart contracts are deterministic, meaning they operate based on the data already
present on the blockchain. A mechanism is needed to import this external data onto the
blockchain to respond to real-world events like weather or seismic data outside the
blockchain. This stage is where data oracles come in.

Data oracles are intermediaries that collect, validate, and deliver off-chain data to the
blockchain. For parametric insurance to work effectively, it’s crucial to have access to
accurate and timely data from reliable sources. Weather data, for instance, could be
sourced from reputable meteorological agencies, while seismic data might come from
official geophysical bodies. Oracles ensure this information is securely integrated into
smart contracts, enabling the insurance policy's conditions to be assessed and
triggering automatic payouts when applicable.3

Guaranteeing Data Precision: The Role of AI
Given the critical nature of insurance payouts, the accuracy and dependability of data
inputs are paramount. Inaccurate data or faulty reporting could result in wrongful
payouts, undermining confidence in the parametric insurance model. We believe the
integration of artificial intelligence (AI) and machine learning (ML) for data
verification and predictive analytics is invaluable to counter these challenges.

AI can scrutinize data streams in virtually real-time, detect patterns, and even forecast
potential triggering events more accurately. Training ML algorithms on historical
weather data and satellite imagery can enhance the precision of weather forecasts.4
This precision ensures that the data relayed to smart contracts via oracles is
trustworthy and current, minimizing the risk of errors and improving payout efficiency.



Additionally, AI can cross-verify data from various oracles or external sources to
prevent reliance on a single data point. By validating data across multiple sources, the
system seeks to ensure that the reported events triggering the payouts are accurate,
maintaining the integrity of the insurance system.

Conclusion:
Integrating blockchain technology, smart contracts, data oracles, and AI can potentially
revolutionize parametric insurance and create a robust solution for managing risks in an
increasingly unpredictable world. At Morgan Creek Digital, we believe these
technologies could represent the insurance industry's future, which increasingly values
speed, transparency, and precision. We will continue to monitor investment
opportunities and innovation in the field.
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Important Disclosures
The above information reflects the opinions of Morgan Creek Digital as of the time this is written and all such
opinions are subject to change. No representation or warranty, express or implied, is given by Morgan Creek Digital
as to the accuracy of such opinions, and no liability is accepted by such persons for the accuracy or completeness of
any such opinions.
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No Warranty
Neither Morgan Creek Capital Management, LLC nor Morgan Creek Digital warrants the accuracy, adequacy,
completeness, timeliness, or availability of any information provided by non-Morgan Creek sources.

This information is neither an offer to sell nor a solicitation of an offer to buy interests in any investment fund
managed by Morgan Creek Capital Management, LLC or its affiliates, nor shall there be any sale of securities in any
state or jurisdiction in which such offer or solicitation or sale would be unlawful prior to registration or qualification
under the laws of such state or jurisdiction. Alternative investments involve specific risks that may be greater than
those associated with traditional investments.
 
Forward-Looking Statements
This presentation contains certain statements that may include "forward-looking statements" within the meaning of
Section 27A of the Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934. All statements,
other than statements of historical fact, included herein are "forward-looking statements." Included among
"forward-looking statements" are, among other things, statements about our future outlook on opportunities based
upon current market conditions. Although the company believes that the expectations reflected in these forward-
looking statements are reasonable, they do reflect all assumptions, risks and uncertainties, and these expectations
may prove to be incorrect. Actual results could differ materially from those anticipated in these forward-looking
statements as a result of a variety of factors. One should not place undue reliance on these forward-looking
statements, which speak only as of the date of this discussion. Other than as required by law, the company does not
assume a duty to update these forward-looking statements. Past performance is no guarantee of future results. The
illustrations are not intended to predict the performance of any specific investment or security.

General
This is neither an offer to sell nor a solicitation of an offer to buy interests in any investment fund managed by
Morgan Creek Capital Management, LLC or its affiliates, nor shall there be any sale of securities in any state or
jurisdiction in which such offer or solicitation or sale would be unlawful prior to registration or qualification under
the laws of such state or jurisdiction. Any such offering can be made only at the time a qualified offeree receives a
Confidential Private Offering Memorandum and other operative documents which contain significant details with
respect to risks and should be carefully read. Neither the Securities and Exchange Commission nor any State
securities administrator has passed on or endorsed the merits of any such offerings of these securities, nor is it
intended that they will. This document is for informational purposes only and should not be distributed.

Risk Summary
Interests in the Morgan Creek Digital Fund IV, LP ("Fund") are speculative and involve a significant degree of risk.
Cryptocurrencies and related businesses have limited performance histories, can be extremely volatile, and are not
subject to many of the regulatory oversights over which other investable assets are subject. An investment in the
Fund is suitable only for sophisticated investors and requires the financial ability and willingness to accept the high
risks and limited liquidity inherent in the Units.

There can be no assurance that the Fund will be successful or that losses will not be incurred by the Fund. Each
investor in the Fund must have the ability to bear the risk of loss of their entire investment and must be prepared to
bear such risks for an extended period of time. Investors are strongly urged to consult with their professional
advisors and to carefully review the risk prior to investing.

Performance Disclosures
There can be no assurance that the investment objectives of any fund managed by Morgan Creek Capital
Management, LLC will be achieved. Past performance is not indicative of the performance that any fund managed
by Morgan Creek will achieve in the future. Although Morgan Creek Capital Management, LLC has been presented
with co-investment opportunities in the past, there can be no assurance that Morgan Creek will be presented with
similar opportunities in the future. Further, there can be no assurance that co-investment opportunities will be
available in the future.
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