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Bitcoin continued its strong price rebound in August and ended 

the month at $47,296, returning nearly 19%. Bitcoin is up over 

62% year-to-date and more than 58% since July 20th, the low 

price during this most recent drawdown. While it still has some 

ground to cover to reach the record price of over $63K from back 

in April, bitcoin’s drawdown and subsequent recovery have been 

characteristically swift.

Investors seemingly brushed off crypto reporting requirements 

in the $1 trillion infrastructure bill passed by the Senate and 

comments from SEC Chairman Gary Gensler at the Aspen 

Security Forum. Specifically, Gensler called out concerns related 

to tokens that are securities (not bitcoin), crypto trading and 

lending platforms. 

Despite the focus in Washington, investor sentiment continues 

to be quite strong. A new report from crypto.com estimates that 

the number of users that have ever owned bitcoin hit 114M at the 

end of June, more than double the 54M users measured at the 

end of December. While a precise measure of bitcoin users has 

always been a challenge, growing adoption of an asset that has a  

pre-programmed, fixed supply continues to attract the attention 

of the most discerning institutional investors. 
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https://www.businesswire.com/news/home/20210825005593/en/Hello-Digital-Assets-SIMON-and-NYDIG-Partner-to-Deliver-Bitcoin-Education-and-Investments-to-Financial-Professionals?utm_medium=email&_hsmi=153389604&_hsenc=p2ANqtz-8KKEXJp3uW7hx5ZSz6qrj3pIpmrhd_FjwYkArzDqDTG7ew0T20-ZZp34XDaCCU6j519Sn7YIMwv789ITLmBX8Ac_4NnQ&utm_content=153389604&utm_source=hs_email
https://www.coindesk.com/markets/2021/08/05/jpmorgan-launches-in-house-bitcoin-fund-for-private-bank-clients/
https://www2.deloitte.com/us/en/insights/topics/understanding-blockchain-potential/global-blockchain-survey.html?utm_medium=email&_hsmi=153389604&_hsenc=p2ANqtz-9EOl_8wOs7R6ksTkP7tNaoK9VOExw7Uc1vcO2bH1gbQp1b8wGwcPfY0x_j05aP32Capng7WfvKPdRiDQMiUWMCfmE8vg&utm_content=153389604&utm_source=hs_email
https://www.businesswire.com/news/home/20210811005111/en/MML-Investors-Services-Enters-Into-an-Agreement-With-NYDIG-to-Provide-Financial-Professionals-and-Investors-Access-to-Bitcoin-Fund
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Gensler and Bitcoin Futures Funds

At the Aspen Security Forum, Chairman Gensler indicated a 

preference for bitcoin futures mutual funds and ETFs over 

other crypto investment vehicles given they can be registered 

under the Investment Company Act (‘40 Act). Many market 

participants believe this confirms that a spot bitcoin ETF, 

which would be registered under the Securities Act of 1933, 

may not be available to U.S. investors in the near to medium 

term. This may delay the ability for holders of Grantor Trusts 

that trade over-the-counter, like GBTC, to convert their 

holdings into a spot bitcoin ETF.

Holders of OTC Grantor Trusts are anxious to convert 

their Trust shares into ETF shares due to the benefits of 

more efficient trading (e.g., tighter premiums/discounts 

to net asset value) and lower fees.1 But the timeline for this 

unprecedented conversion from an OTC Grantor Trust to an 

ETF appears to have been prolonged by Gensler’s comments. 

In short, when combined with other federal securities laws, 

‘40 Act funds provide significant investor protections, and 

Gensler said that he looked “forward to the staff’s review” of 

‘40 Act funds that own CME-traded bitcoin futures. In turn, 

at least seven bitcoin futures ETFs were filed with the SEC 

this month.

With spot bitcoin ETFs likely not on the near-term horizon, 

investors in OTC Grantor Trusts may want to explore 

alternative options. Time is of the essence, as GBTC, the 

largest such Trust, has underperformed spot bitcoin by over 

120% over the last year.

Crypto and the Infrastructure Bill 

The infrastructure bill was a galvanizing moment for the crypto industry, and the engagement of key Senators on the topic of 

digital assets further legitimizes bitcoin. The bill forced important dialogue on this rapidly expanding ecosystem, on the floor of 

the U.S. Senate for that matter, and it demonstrated that the federal government is not looking to eliminate digital assets, but 

rather seeks to promote regulation, investor protections, and tax compliance.

The legislation includes language requiring 1099 reporting by crypto industry “brokers,” which is defined as anyone “responsible 

for regularly providing any service effectuating transfers of digital assets on behalf of another person.” Bitcoin miners, software 

developers, and wallet providers may inadvertently fall under this definition despite not engaging in these activities or even 

having access to the required reporting data. While industry participants impressively came together to lobby for changes to 

the language, proposed amendments failed to pass given the lack of unanimous support required.

The provision, which would become law in 2023, may be adjusted as the bill makes its way through the House or the U.S. Treasury 

Department may find that implementing said requirement is too onerous. Nonetheless, the provision and the associated 

response from legislators signals that bitcoin is here to stay.

Bitcoin Futures Mutual Funds Vs . ETFs 

Investors may begin looking more closely at bitcoin futures 

mutual funds (which are available today) and ETFs (which 

may be available in the future) given spot bitcoin ETFs appear 

a ways off from being an implementation option. As such, 

structural differences between the two warrant a closer look.

For example, a mutual fund structure is better suited to deal 

with the issue of capacity constraints that is encountered by 

all futures funds. The CME currently imposes a limit of 2,000 

bitcoin futures contracts for the most liquid front month 

futures2 which, if bitcoin were priced at $50K for example, 

may limit a single fund to $500M in notional exposure. 

Managers of mutual funds can easily limit investors and 

suspend subscriptions when the fund approaches the CME 

contract limit. However, suspending ETF share creations 

(aka subscriptions) when an ETF approaches the limit is 

not as easy. Furthermore, if ETF managers want to extend 

capacity, they may choose to use other instruments for 

bitcoin exposure (e.g., ETPs, OTC Grantor Trusts) which 

may compound the tracking error to spot bitcoin on top of 

the costs of rolling futures. Perhaps most importantly, if 

ETF creations were to be halted, trading in the secondary 

market could continue unabated. In such a scenario, the ETF 

may trade at a significant premium to net asset value (NAV), 

potentially eroding performance. Investors who want bitcoin 

exposure through futures in a commingled vehicle may be 

better served in a mutual fund over an ETF.
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*Returns greater than 1 year are annualized.

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

Bitcoin 18.55% 32.09% 62.05% 303.28% 88.89% 141.92%

Gold -0.03% -4.89% -4.46% -7.84% 14.72% 6.74%

S&P 500 3.04% 7.95% 21.58% 31.17% 18.07% 18.02%

Barclays Agg -0.19% 1.63% -0.69% -0.08% 5.43% 3.11%

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

Bitcoin 88.8% 1.42 –

Gold 13.3% 0.47 0.10

S&P 500 15.0% 1.12 0.23

Barclays Agg 3.3% 0.62 0.14

Performance

SOURCES 

NYDIG, Bloomberg, last available data as of 8/31/21. 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. https://grayscaleinvest.medium.com/grayscales-intentions-for-a-bitcoin-etf-b11e4faf4c05

2. One bitcoin futures contract corresponds to five bitcoin. While fund managers may gain futures exposure outside the front month, 

liquidity is concentrated in the front month and the CME imposes an additional limit of 10,000 lots for both futures and options across 

all months combined. 

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.

https://grayscaleinvest.medium.com/grayscales-intentions-for-a-bitcoin-etf-b11e4faf4c05
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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.

mailto:INFO@NYDIG.COM
https://nydig.com/

	Button 1: 
	Button 2: 
	Button 3: 
	Button 4: 
	Button 5: 
	Button 6: 
	Button 7: 
	Page 4: 



