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Following four consecutive quarters of stellar returns, bitcoin’s 

price volatility that started in the spring continued throughout 

June. Bitcoin ended the month at $34,765, down nearly 3% for the 

month but still up over 19% YTD. 

It’s important to put bitcoin’s recent price volatility into context: 

while June was undoubtedly a volatile month, bitcoin’s 12-month 

realized volatility relative to the S&P 500 has been trending 

downwards since 2017. Back in 2017, bitcoin’s volatility peaked  

at 13.7x the S&P 500 but has since dropped to 4.7x as of 6/30/21. 

We expect this trend to continue as the asset matures further. 

A longer-term perspective helps when analyzing performance 

as well. Even after its tough second quarter, bitcoin is still one of 

the best performing assets of 2021, outperforming U.S. equities, 

global ex-US equities, and all major fixed income asset classes.1 

In fact, since 2011, bitcoin has had nine drawdowns in excess of 

40% but still remains the best performing asset by a wide margin 

over the last decade. From a risk-adjusted return perspective over 

the last five years, bitcoin’s Sharpe ratio of 1.30 is well ahead of 

the S&P 500 (1.09), Gold (0.42), and the Bloomberg Barclays U.S. 

Aggregate Bond Index (0.59). With no change to the fundamental 

case for bitcoin, we believe the secular growth opportunity for 

a rapidly expanding, transformative network with far reaching 

societal implications has never been clearer.
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NYDIG Expands its Play to Bridge Bitcoin 

and Banking with New Partnerships

Morgan Stanley, Blockchain Capital Lead 

Investment in Securitize 

PBOC Orders Banks to Cut Off Accounts 

for Crypto OTC Merchants

Hedge Funds Expect to Hold 7% of Assets 

in Crypto within Five Years

El Salvador Becomes First Country 

to Adopt Bitcoin as Legal Tender
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•   El Salvador adopted bitcoin as legal tender

•   China concerns are now behind us

•   Bitcoin mining is moving to greener pastures
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https://www.theblockcrypto.com/post/109556/nydig-expands-its-play-to-bridge-bitcoin-and-banking-with-new-partnerships
https://securitize.io/press-releases/series-b
https://www.theblockcrypto.com/post/109098/pboc-orders-chinese-banks-to-cut-off-accounts-for-crypto-otc-merchants-reiterating-2017-banking-ban
https://www.ft.com/content/4f8044bf-8f0f-46b4-9fb7-6d0eba723017
https://www.cnbc.com/2021/06/09/el-salvador-proposes-law-to-make-bitcoin-legal-tender.html
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Removal of China Overhang

Over the years, China has made numerous pronouncements 

related to the prohibition of crypto trading and mining. 

Beginning in May and extending through June, China 

embarked on its most serious effort to date to end mining in 

every major province. Mining is a critical part of the Bitcoin 

network as it provides necessary network security as well as 

transaction processing. According to data from Cambridge 

University, 65% of the Bitcoin network’s hash rate, or the 

amount of computing power being contributed to the 

network through mining, was once located in China. Following 

China’s clamp down on mining, Bitcoin’s global hash rate 

declined 70% from its peak and has settled at a new floor. 

This may demonstrate that the worst impact from the China 

mining ban is now behind us. Critically, as miners shut down 

operations in China and sought friendlier jurisdictions, the 

network continued to function securely without interruption. 

First Country Adopts Bitcoin as Legal Tender

On June 8th, El Salvador’s government passed a law making bitcoin legal tender on the basis that it will benefit its citizens  

as a tool both to facilitate remittances and to securely store wealth. While El Salvador may be a relatively small country, 

remittances to the country stand at around $6 billion, representing nearly 25% of its GDP.2 The bitcoin network can save 

the El Salvador people over $285M3 in remittance fees each year. We believe this is a seminal moment for the network, as 

the announcement provides a template for a long list of other countries who are challenged by the high fees associated with 

conventional remittance systems, are looking to encourage financial inclusion, and are concerned with inflationary pressures 

in the United States. Lawmakers from Brazil, Argentina, Paraguay, Panama, and even Mexico have suggested a bigger role for 

bitcoin in their economies.

Bringing Mining to Greener Pastures

Developments in China present a significant opportunity 

to bring bitcoin mining to greener energy grids, like North 

America. The location of bitcoin mining is flexible, and with 

the rulings of authoritarian governments aside, miners are 

generally located near the cheapest sources of electricity. 

We believe the cheapest sources of energy will increasingly 

be the cleanest sources of energy, and market factors tied  

to bitcoin mining may accelerate the global energy transition 

to renewables. While estimates around renewables’ share 

in the current bitcoin energy max vary significantly from  

a low of 25% to 56%,4 we believe the news out of China  

will accelerate the use of cheap renewables like solar and 

wind in the mining process.

*Returns greater than 1 year are annualized.

 1 MO 3 MO YTD 1 YR 3 YR* 5 YR*

Bitcoin -2.91% -40.68% 19.12% 280.52% 75.92% 120.43%

Gold -7.17% 3.65% -6.76% -0.61% 12.22% 6.01%

S&P 500 2.33% 8.55% 15.25% 40.79% 18.67% 17.65%

Barclays Agg 0.70% 1.83% -1.60% -0.33% 5.34% 3.03%

 5 YR Standard Deviation 5 YR Sharpe Ratio 5 YR Correlation to BTC

Bitcoin 89.4% 1.30 –

Gold 13.4% 0.42 0.10

S&P 500 15.0% 1.09 0.22

Barclays Agg 3.3% 0.59 0.14

Performance
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SOURCES 

NYDIG, Bloomberg, last available data as of 6/30/21. All prices are 4:00 ET prices. Monthly bitcoin prices prior to October 2018 are based 

on Coinbase 4pm pricing. In October 2018, NYDIG began generating bitcoin prices in accordance with NYDIG Asset Management’s 

valuation policy for its bitcoin funds. The monthly bitcoin prices used after October 2018 reflect 4pm prices determined in accordance 

with such valuation policy, which is the same valuation policy that is used for NYDIG’s funds. As there are two different pricing sources 

for bitcoin reflected, the historical performance of bitcoin shown may be different if the bitcoin prices in accordance with NYDIG Asset 

Management’s valuation policy were used for the entire period or if the Coinbase pricing were used for the entire period. Performance data 

quoted represents past performance of bitcoin, the underlying asset class of the fund. Past performance of bitcoin is not fund performance 

or indicative of future fund performance results. The performance of bitcoin as an asset class does not reflect any deductions for fees, 

taxes, transaction costs or any other expenses which will be borne by investors in the fund. The fund’s performance will be materially 

lower than the performance of bitcoin as a result of applicable fees and expenses. Bitcoin has historically exhibited high price volatility 

relative to more traditional asset classes. The value of an investment in bitcoin or the funds could decline rapidly, including to zero. 

END NOTES 

1. Source: NYDIG, portfoliovisualizer.com

2. Source: World Bank

3. Source: World Bank. El Salvador received $5.94B in personal remittances in 2020. The global weighted average remittance fee paid in 

Q4 2020 was 4.82%. On 6/28/21, senders of bitcoin paid just 0.01% in transaction fees.

4. For example, the Bitcoin Mining Council (2021) estimates that 56% of proof-of-work mining is powered by renewable energy; Cambridge 

University (2020) estimates 39% and Oliver Wyman (2021) estimates 25%.

DISCLOSURES 

This report has been prepared solely for informational purposes and does not represent investment advice or provide an opinion regarding 

the fairness of any transaction to any and all parties nor does it constitute an offer, solicitation or a recommendation to buy or sell any 

particular security or instrument or to adopt any investment strategy. Charts and graphs provided herein are for illustrative purposes 

only. This report does not represent valuation judgments with respect to any financial instrument, issuer, security or sector that may 

be described or referenced herein and does not represent a formal or official view of New York Digital Investment Group or its affiliates 

(collectively NYDIG).

It should not be assumed that NYDIG will make investment recommendations in the future that are consistent with the views expressed 

herein, or use any or all of the techniques or methods of analysis described herein. NYDIG may have positions (long or short) or engage in 

securities transactions that are not consistent with the information and views expressed in this report.

The information provided herein is valid only for the purpose stated herein and as of the date hereof (or such other date as may be indicated 

herein) and no undertaking has been made to update the information, which may be superseded by subsequent market events or for other 

reasons. The information in this report may contain forward-looking statements regarding future events, targets or expectations. NYDIG 

neither assumes any duty to nor undertakes to update any forward-looking statements. There is no assurance that any forward-looking 

events or targets will be achieved, and actual outcomes may be significantly different from those shown herein. The information in this 

report, including statements concerning financial market trends, is based on current market conditions, which will fluctuate and may be 

superseded by subsequent market events or for other reasons.

Information furnished by others, upon which all or portions of this report are based, are from sources believed to be reliable. However, 

NYDIG makes no representation as to the accuracy, adequacy or completeness of such information and has accepted the information 

without further verification. No warranty is given as to the accuracy, adequacy or completeness of such information. No responsibility is 

taken for changes in market conditions or laws or regulations and no obligation is assumed to revise this report to reflect changes, events 

or conditions that occur subsequent to the date hereof.

Nothing contained herein constitutes investment, legal, tax or other advice nor is it to be relied on in making an investment or other 

decision. Legal advice can only be provided by legal counsel. NYDIG shall have no liability to any third party in respect of this report or any 

actions taken or decisions made as a consequence of the information set forth herein. By accepting this report in its entirety, the recipient 

acknowledges its understanding and acceptance of the foregoing terms.

https://nydig.com/

	Button 3: 
	Button 4: 
	Button 5: 
	Button 6: 
	Button 7: 
	Button 2: 
	Page 3: 



