
Market Update

Bitcoin ended September at ~$19.5K and delivered stronger 

performance for the quarter (+3%) than U.S. equities and bonds, 

with the S&P 500 Index and Bloomberg U.S. Aggregate Total 

Return Bond Index both down 5%. In Q3, fiat debasement 

concerns overcame risk-off driven liquidity shocks, driving the 

dollar, yen, euro, and pound all down relative to bitcoin. Bitcoin is 

still down nearly 58% for 2022, a year which has seen most major 

asset classes struggle meaningfully, except for commodities and 

the U.S. dollar.

Weakness in the British pound in particular serves as a reminder of 

the benefits of bitcoin, an alternative monetary system detached 

from politically motivated individuals. In late September, the UK 

government unveiled the country’s biggest tax cuts since the 

1970s in an attempt at kick-starting growth amidst stubbornly 

high inflation. This news drove the pound to a record low against 

the US dollar as investors worried that the government would have 

to borrow massively to offset the cuts. Prime Minister Truss 

eventually reversed course with a key component of her plan when 

it became clear the tax break for high earners did not have broad 

political support.

Bitcoin is used by investors and citizens all over the world as a 

hedge against the wrongdoings of policymakers. It should come as 

no surprise that trading volumes between the pound and bitcoin 

spiked to a record high a few days after the announcement, hitting 

approximately $920M on September 26th, compared with an 

average of roughly $60M a day so far in 2022.1
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https://www.blackrock.com/corporate/insights/blackrock-investment-institute/interactive-charts/return-map
https://www.theblock.co/post/171095/nasdaq-is-preparing-to-launch-an-institutional-crypto-custody-service?utm_medium=email&_hsmi=227100311&_hsenc=p2ANqtz-9Z8-5XmgrRXTC3QCbTu4YzTr5bDyWmRYOMJumqLv5DyCm3v3P5fUAj0GiPcDBpcheZeDB6-7ChZg8DpKUIqva9731SIg&utm_content=227100311&utm_source=hs_email
https://bitcoinmagazine.com/legal/colorado-now-accepts-bitcoin-payments-for-taxes?utm_medium=email&_hsmi=227100311&_hsenc=p2ANqtz--kYHrX58mSrx6uRUSjuKBytIce3a2rRgtezH_pCI6zqXL5bpUYIlafOrW0_36iONnSA8tR31PF37U527parKMnn-hbCg&utm_content=227100311&utm_source=hs_email
https://www.whitehouse.gov/briefing-room/statements-releases/2022/09/16/fact-sheet-white-house-releases-first-ever-comprehensive-framework-for-responsible-development-of-digital-assets/?utm_medium=email&_hsmi=226318040&_hsenc=p2ANqtz--pSL0-_LBc_Vr4yJ_M211BcbelpZ2PffxmSGnNm-v4dz8p4Nl07t0-nTliYxkLl8-EaVrdL1FZdqf74V5BdnaJilbb3A&utm_content=226318040&utm_source=hs_email
https://www.wsj.com/articles/ethers-new-staking-model-could-draw-sec-attention-11663266224?utm_medium=email&_hsmi=226318040&_hsenc=p2ANqtz--5i7C1lJX0dEReHcfVzNBcPhoVYFK6DGmBsptl3Fr1baQj47-EGyg5gDjDEz29INC-PuBr9IDEWY2hGGuXatwVZuZ4Tw&utm_content=226318040&utm_source=hs_email
https://home.treasury.gov/news/press-releases/jy0956?utm_medium=email&_hsmi=226318040&_hsenc=p2ANqtz-9clvViTE94XqE74vuWJOvOh6rJh-5Ql-dpSz3RTsXtbr4_9E2pGNYZ2F85sLofbfzfkLy3FcrqDN9wR5icBlQKwBS95w&utm_content=226318040&utm_source=hs_email
https://www.wsj.com/articles/fidelity-weighs-bitcoin-trading-on-brokerage-platform-11663008698?utm_medium=email&_hsmi=226318040&_hsenc=p2ANqtz-_2k5nEPmp2od_x6Cq3U5c8KL34H7cMh_9ToWzFaq-2KL8aSVBJOo0WfDZPm2rfh21s-s_8CQiQw00vBPF-PfqkYWILaQ&utm_content=226318040&utm_source=hs_email


Flurry of Regulatory Activity

Here in the United States, September proved to be a busy

month on the regulatory front for crypto:

• White House Executive Order (EO) Deliverables: The

bulk of the reports requested in early March by the EO

on Ensuring Responsible Development of Digital

Assets were released. These policy papers outline

recommendations in areas such as investor protection,

financial stability, illicit finance, financial inclusion, and

U.S.-led innovation. Many of the actions prescribed are

already underway by regulators, but there were

incremental directives such as amending the Bank

Secrecy Act to apply to digital asset service providers

and tracking the environmental impact of proof-of-

work mining.

• Federal Legislation Progress: Two important pieces of

legislation advanced in Congress. The Senate

Committee on Agriculture, Nutrition, and Forestry has

been considering a bill that would designate the CFTC

as the main regulator of digital commodities, and it

explicitly includes bitcoin and ether in the definition of

digital commodities. Separately, the House Financial

Services Committee has been working on bipartisan

stablecoin legislation which would establish a

framework for the supervision of stablecoin issuers.

While both bills have garnered notable momentum, the

earliest either bill may become law is likely after the

midterm elections in 2023.

• SEC Comments: Chairman Gary Gensler made

expansive comments on September 8th regarding

crypto regulation in a carefully crafted speech in

Washington D.C. Chairman Gensler communicated his

belief that the vast majority of crypto tokens are

securities and their sale offerings, as well as the service

providers dealing in those assets, are required to be
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registered and regulated by the SEC. Gensler also

identified select assets that account for a significant

portion of crypto market cap as “crypto non-security

tokens” which should be regulated by the CFTC

following legislative action by Congress. This would

create even more regulatory clarity for bitcoin, the

largest crypto non-security token under Gensler’s

definition.

White House & Proof-of-Work (PoW) Mining

As part of President Biden’s EO, the White House Office

of Science and Technology Policy (OSTP) released their

report detailing the environmental impact of PoW-based

digital assets, bitcoin being the largest by market value.

This interagency study summarizes the energy

consumption, greenhouse gas (GHG) emissions, and other

externalities associated with bitcoin. It provides

comparisons to select users of electricity and offers

recommendations for policymakers.

The report acknowledges that mining can “help rather

than hinder U.S. climate objectives” by using green

energy or energy that would otherwise be wasted, two

sources of electricity already used by bitcoin miners.

Estimates vary, but it’s generally believed that 30-38% of

PoW mining currently relies upon sustainable energy2

such as solar, wind, and hydropower. Economic incentives

push bitcoin miners to the cheapest source of power

available to them, which is increasingly green energy.

Moreover, the paper highlights that mining can be

powered by stranded methane which would slow near-

term climate warming given the potency of methane

emissions. Crypto, like all energy-intensive industries,

plays an important role in the fight against climate

change, and PoW mining offers environmental benefits

which may outweigh its costs, which the OSTP estimates

at just 0.2% to 0.3% of global (CO2) emissions.

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

Bitcoin -3.70% 3.10% -57.53% -55.25% 33.24% 35.11%

Gold -2.95% -8.12% -9.22% -5.48% 4.09% 5.35%

S&P 500 -9.21% -4.88% -23.87% -15.47% 8.16% 9.24%

Bloomberg Agg -4.32% -4.75% -14.61% -14.60% -3.26% -0.27%

*Returns greater than 1 year are annualized.

https://www.whitehouse.gov/briefing-room/presidential-actions/2022/03/09/executive-order-on-ensuring-responsible-development-of-digital-assets/
https://nam10.safelinks.protection.outlook.com/?url=https%3A%2F%2Fviewemail.nydig.com%2Fe3t%2FCtc%2FOR%2B113%2Fd2nqLx04%2FVVtCY_6v18swW1q3M8t53kjbYV9TLwZ4PMdRYM9V8kh3lLBmV1-WJV7CgB6SW28GrJH4-S4lRW7JyL2g5zM8-NW2X9M7_57Ny7yVznwPv1H6HcxW5Zpx7X7pMh9ZW46ZFTx7r_KyFN93xtmcl6hs_W5kRKYq7grpFzW3qmQxQ3B27J6W5rYkKB4BBmddW8GCV6d6r-rMgW6yrWPK75Tb01W10v7MX8nlm8zN4SJZvVKvltzVqGtpm66CGWpW6Jkqb-6tqy0kW4lf9733zsCG4F16xQtQZrYZW2C6Dwy8ztHZVW6zBc5r61HZFrW665kK41mc5PLW3DW-Rb5DJwny3mzq1&data=05%7C01%7Ceric.halper%40nydig.com%7C98a979112a854374231408da9286b7c8%7Cfeb9f20ad5b846e1b983f55d2f2a8015%7C1%7C0%7C637983404600492673%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=zpe2RRcg%2BbSgf5v3d3%2FlZbmZZUVUScuQNTRcyDS4hIA%3D&reserved=0
https://www.whitehouse.gov/wp-content/uploads/2022/09/09-2022-Crypto-Assets-and-Climate-Report.pdf


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

Bitcoin 87.3% 0.74 -

Gold 12.9% 0.38 0.14

S&P 500 18.1% 0.52 0.38

Bloomberg Agg 4.8% -0.26 0.23

Sources:

NYDIG, Bloomberg as of 9/30/22, unless noted otherwise. All prices are 4:00 pm ET prices on the last business day of each month.

Bloomberg Agg represents the Bloomberg US Aggregate Total Return Bond Index. Bitcoin returns based on month-end 4pm 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. Past performance of bitcoin is not indicative of

future results. 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.

1 U.S. News & World Report, Bitcoin-Sterling Volumes Spike to Record High. Data sourced from Kaiko Research’s analysis of eight major

exchanges.

2 Estimates for the amount of bitcoin mining powered by sustainable sources of energy vary. For example, the White House Office of Science &

Technology Policy (2022) estimates 30% of bitcoin mining is powered by sustainable sources while Cambridge University (2022) estimates 38%.

Important 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 in managing client accounts. 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 projections or other forward-looking statements regarding future events,

targets, forecasts or expectations regarding the strategies, techniques or investment philosophies described herein. 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.
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https://money.usnews.com/investing/news/articles/2022-09-28/bitcoin-sterling-volumes-spike-to-record-high-as-british-currency-flounders

