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Executive summary
Bitcoin set a new all-time high in October as the United States launched the first bitcoin ETFs. 
Its on-chain fundamentals have remained supportive, and the rally is poised to continue. 

Alternative payment chains recorded a positive performance but underperformed Bitcoin. 
Contrary to Bitcoin, their fundamentals worsened.

Ethereum is the most used chain by a large margin, but its market share is eroding. Some 
users prefer competitive chains with lower transaction costs. Alternative platform chains’ 
performance was mixed in October. While Cardano performed poorly, Polkadot did very 
well. In November, Polkadot parachain auctions will begin and for Cardano, the ecosystem is  
being built.

Decentralised finance (DeFi) apps continue to underperform and are now trading at attrac-
tive valuations. Any trigger could potentially rerate the entire space. 

Contact
research@seba.swiss

Table 1: Price performance in USD of the assets in coverage universe as of 31 October 2021

Days SEBAX®* BTC LTC XLM ETH ADA DOT UNI YFI SNX AAVE LINK

365/SI 671% 345% 244% 380% 1,011% 2,017% 925% 1,004% 226% 234% 961% 168%

YTD 280% 112% 54% 191% 481% 983% 362% 386% 49% 39% 256% 167%

180 19% 14% -38% -27% 31% 53% 22% -43% -33% -40% -31% -35%

90 59% 56% 36% 35% 64% 50% 136% 11% 6% 6% -2% 27%

60 19% 26% 6% 5% 13% -31% 30% -19% -14% -19% -23% 1%

30 39% 40% 26% 34% 43% -7% 50% 7% 17% 6% 14% 26%

*  SEBAX® Index
Source: SEBA Bank, Coinmetrics
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1.  
Introduction
The market picked up momentum last month and reached new highs in October, and the 
total market capitalisation passed above USD 2.7 trillion for the first time. Bitcoin reached 
a new all-time high above USD 65,000, followed by Ether and Polkadot. The SEBAX® index, 
our proprietary large-cap index, also made a new record.

Table 1 summarises the performance of a selection of currencies. It shows Bitcoin primar-
ily led the rally, as it moved up by 40% last month. Ether and Polkadot did even better as 
their price increased by 43% and 50%, respectively. It is worth noting that Cardano’s price 
(ADA) shrunk by 7%, and the DeFi sector (UNI, SNX, AAVE, YFI) continues to underperform.

Typically, bitcoin leads a new bull rally as it gains the market's initial focus. Over the last 
month, its market dominance has increased from 43% to 48% mid-month, settling at 44% 
as the month ended and altcoins rallied. In the later stages of a bull cycle, alts benefit from 
a rotation out of bitcoin as new narratives gain steam.

In this edition of the New  
Digital Investor, we celebrate 
the new highs made by the 
crypto markets in October  
and discuss the events that 
led up to it. 

We attempt to answer the 
most pertinent question - 
whether the market is frothy 
or has more room to grow.
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2.  
Bitcoin
Bitcoin made its new all-time high (ATH) as the first bitcoin ETFs went live in the Unit-
ed States. Two ETFs were launched in October and have accumulated USD 1.27 billion 
assets under management. It is important to note that these ETFs are based on futures 
contracts on Chicago Mercantile Exchange, and as a result, pay a cost for rolling over 
the monthly contracts. We estimate this cost at 8-10% annually, making the products an  
expensive way to get exposure to bitcoin.

Grayscale has applied for a spot-based bitcoin ETF, but approval is not expected be-
fore Q2 2022. The Securities and Exchange Commission (SEC) approved the expensive 
futures-based ETF as it offers more control over the product as it trades on a regulated 
exchange. In addition, there is no custody risk to owning futures contracts as opposed to 
owning bitcoin directly. 

With ETFs finally approved in the United States, a large part of the regulatory uncertainty 
discount is eroded today. In the foreseeable future, we expect the price to increase closer 
to the rhythm of adoption.

Against this background, it is insightful to watch the Lightning Network (LN) adoption. LN 
is a scalability solution that has gained traction after El Salvador made Bitcoin a legal  
tender. About USD 200 million worth of Bitcoin are locked in this network from a mere  
USD 30 million at the start of the year. This shows the increasing adoption of bitcoin as a 
medium-of-exchange in addition to its store-of-value attribute.

With the new all-time high set, the question is whether the cycle top is yet to come or  
already behind us. Cycle tops for bitcoin typically have been multiples of previous tops, 
not a marginal increase as has been the case so far. If we take history as our guide, we can 
expect the new cycle top to be further out.

Table 2: Historically, the price of bitcoin increased by an average of 867% between  
successive cycle tops

Date Price Growth %

16 September 2010 0.09 -

5 January 2011 0.40 367%

13 April 2011 1.08 169%

7 August 2011 29 2591%

8 June 2013 231 695%

2 February 2014 1,135 392%

14 February 2018 19,641 1631%

12 June 2021 63,446 223%

20 October 2021* 66,062 4%

* Not a confirmed cycle top yet
Source: SEBA Bank, Coinmetrics
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A fundamental indicator for bitcoin is the network value to transaction value ratio (NVT) that 
compares the market cap to the amount settled on-chain. This ratio measures the value of 
the chain with the utility it provides. Even as bitcoin set a new high, the NVT ratio remained 
broadly unchanged last month at 85 (see fig. 1). During previous cycle tops, the NVT ratio 
spiked significantly just days before the top was set. A middling NVT ratio indicates that the 
bitcoin’s valuation is not stretched.

On the other side of the network, the hash rate for bitcoin is recovering despite the share of 
Chinese miners falling to 0. Analysis from the University of Cambridge shows that the United 
States and Kazakhstan have benefited from the exodus of miners from China. From January 
to August 2021 (the latest data), the United States hash rate share has increased significant-
ly from 13% to 35%, respectively.

Despite the massive fall in hash rate, the network has been resilient. It did not experience any 
downtime or security breach. In addition, the hash rate has doubled from the lows in July to 
150 EHz/s showing intact support from the miner community.

Figure 1: Bitcoinʼs NVT ratio has not yet spiked to previous levels of frothiness
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Figure 2: The United States has increased its share of hash rate share after the  
Chinese ban on mining activities
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The behavioural indicator, market capitalisation to realised value (MVRV) ratio, measures 
the degree of profitability of holders. For October, the ratio deteriorated for all coins. Lumen 
has the highest MVRV ratio of 2.8 after it increased by 30% last month. It is followed by  
bitcoin with an MVRV ratio of 2.7, +29% in a month. Ether and litecoin have MVRV ratios of  
2 and 1.4 and increased by 19% and 22%, respectively.

3.  
Alternative Payment Chains
The payment coins, litecoin and lumen, participated in the rally but at a slower pace, closing 
up by 26% and 34% in October. However, unlike bitcoin, their NVT ratio deteriorated during 
the price rise, indicating that the network usage did not increase in line with the prices. Lite-
coinʼs NVT ratio increased by 21% to 63, and lumenʼs increased by 5% to 291. Ether’s NVT 
ratio also saw a sharp increase of 25% to 55, although it is still the lowest of the four. 

Figure 3: NVT ratios of ether and litecoin increased significantly for the month
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Figure 4: MVRV ratios of the coins increased for the month but are still significantly 
below their 1-year highs
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4.  
Ethereum
Ether also hit a new all-time high above USD 4,500, keeping up with the pace set by bitcoin. 
Unlike bitcoin that is transitioning to a more mature asset with fewer catalysts and risks, 
ether is still a project under development. The next and probably the most important trig-
ger is the development of new use-cases and the continued high usage of the blockchain. 
If we include stablecoins (USDC, USDT and DAI) and wrapped assets (WETH and WBTC) in 
the calculation for value settled, the Ethereum network settled USD 28 billion per day in 
October, 50% more than that on Bitcoin at USD 18 billion. 

Another proxy for the usefulness of the blockchain is the fees paid by users. As users are 
willing to pay high transaction fees, it indicates that they expect to derive at least as much 
value from the blockchain. Average daily fees paid on Ethereum for October are USD 44 
million, 49 times of fees on Bitcoin and 1,160 times of fees on Cardano.

Figure 5: Fees paid on Ethereum dwarves the fees on any other blockchain
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However, these high fees are also the reason why Ethereum has been losing market share to 
its competitors. The high competition in the smart contract space is one of the key risks for 
Ethereum. Ethereum is trying to compete through scaling solutions such as Polygon, Arbitrum 
and Optimism, which have 10 to 1,000 times lower fees, but are not yet mature products. 
Ethereum ecosystem’s share of total value locked (TVL) was slightly lower for October, clos-
ing at 77%, down from 78% in September.

Figure 6: Ethereum ecosystem’s share of TVL has fallen from 99% at the beginning  
of the year to 77%

250

200

150

100

50

0

120%

100%

80%

60%

40%

20%

0%

 Ethereum       Polygon      Arbitrum      Optimism     

 Binance          Solana        Terra               Avalanche                            
—— Ethereum ecosystem’s share of TVL - RHS

Source: SEBA Bank, Defi Llama

Et
he

re
um

 e
co

sy
st

em
’s

 s
ha

re
 o

f T
V

L

To
ta

l v
al

ue
 lo

ck
ed

 (U
SD

 b
n)

Jan Feb Mar Apr May Jun Jul Aug Sep Oct

Ethereum Ecosystem



New Highs

9

5.  
Alternative Platform Chains
Alternative platform chains recorded mixed performance. Among them, Cardano was the 
worst performer for the month, whereas Polkadot was the best performer. Cardano set its 
all-time high in August, just before the launch of smart contracts on the chain in Septem-
ber. However, market participants were disappointed by the release of only prototype ap-
plications created by the development team at IOHK. The dapp ecosystem on Cardano is 
currently in the development phase, and exciting projects are coming up. Ardana – a DeFi 
hub, Charli3 – an oracle, and Singularity Net – a decentralised AI network, are some of the 
exciting projects to keep an eye on in the coming months.

For Polkadot, parachain auctions are finally set to begin in November. Auctions on Kusama 
were successful, and all eyes are on Polkadot to replicate, if not exceed, the success of  
its canary network. Kusama parachain auctions have locked up 2.6 million KSM or 26% 
of the total supply in the 12 conducted so far. Polkadot will have 11 back-to-back weekly  
auctions, with the first one beginning on 11 November 2021, and the last one concluding on 
10 March 2022. 

Source: SEBA Bank, Parachains.info, project websites

Table 3: Handsome returns on Kusama crowdloans have investors excited for the upcom-
ing ones on Polkadot

Project Description % returns on principal lent Polkadot equivalent

Karura DeFi hub 40% Acala

Moonriver EVM chain 1,300% Moonbeam

Shiden Network Multi-chain hub 60% Astar Network

Khala Network Privacy platform 30% Phala Network

Bifrost Kusama Liquidity provider  
for staked assets

20% Bifrost Polkadot
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Polkadot transactions jumped by 29% as users unstaked their DOT to get ready for the para-
chain auctions. Polkadot recorded more than 200,000 transactions, almost double the num-
ber of Cardano transactions at 112,000. Active addresses on Cardano remain much higher 
than those on Polkadot. However, this number is inflated as Cardano uses an extended UTXO 
accounting model that creates a new address after every transaction.

Figure 7: Polkadot transactions increased in preparation for parachain auctions
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6.  
Decentralised Finance
Decentralised finance (DeFi) has underperformed this year. High gas prices, change in the 
dominant narrative, and a regulatory overhang has depressed activity and compressed val-
uations. Ethereum DeFi apps added 535,000 users in Q3 2021, less than half of Q2 2021 at 
1.1 million. Q4 has seen a slight uptick as the trending dog coins are primarily traded on 
decentralised exchanges like Uniswap.

Even as price action has been weak, TVL for DeFi is at all-time highs and crossed the USD 
100 billion milestone for the first time in October. TVLs are important as revenue for protocols 
like Aave, and Yearn Finance is directly linked to their TVLs. Even with TVLs at all-time highs, 
the price for these projects is far from it. The multiples at which these coins trade is severely 
depressed because of low user growth. YFI trades at a 1-year low market cap to TVL ratio 
of 0.21, much below the yearly average of 0.68. Aave trades at a market cap to TVL ratio of 
0.33 at less than half its yearly average of 0.82. DeFi protocols are continuously innovating 
to bring back growth, as we discussed in the previous Digital Investor. Partnerships with insti-
tutional platforms and horizontal expansion through a multi-chain strategy may provide new 
avenues of growth and lead to a sector rerating.

Figure 8: DeFi user growth on Ethereum has fallen
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Cream Finance, a lending protocol and fork of Compound Finance, was exploited for USD 
130 million on 27 October. Justin Sun, the founder of the smart contract platform, Tron with-
drew USD 4.2 billion from Aave in various assets on 29 October as a preventive measure 
against a similar hack. However, Aave was able to take preventive measures in protecting 
itself and did not suffer the same fate.

Figure 9: Market cap for Aave and Yearn Finance has not kept pace with TVL growth
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7.  
Conclusion
October was an exciting month for the crypto markets, and the bull run seems to be back 
in full force. Continued momentum from the large-cap coins like bitcoin and ether, as they 
enter the virtuous cycle of new highs, greater hype, and more adoption should catapult the 
market to new highs. 

Bitcoin looks more like a mature asset with limited catalysts left for considerable upsides. 
On the other hand, altcoins still have strong avenues for growth with newer use-cases and 
broader adoption to come. Smart contract platforms and DeFi projects led by strong teams 
will be able to capitalise on any upcoming engines for growth. 
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Disclaimer

This document has been prepared by SEBA Bank AG (“SEBA”) in Switzerland. SEBA is a Swiss bank and securities dealer with its Head Office and legal domicile in Switzerland. It is authorized 
and regulated by the Swiss Financial Market Supervisory Authority (FINMA). This document is published solely for information purposes; it is not an advertisement nor is it a solicitation or 
an offer to buy or sell any financial investment or to participate in any particular investment strategy. It is not directed to, or intended for distribution to or use by, any person or entity who 
is a citizen or resident of or located in any locality, state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation or would 
subject SEBA to any registration or licensing requirement within such jurisdiction. 

No representation or warranty, either express or implied, is provided in relation to the accuracy, completeness or reliability of the information contained in this document, except with 
respect to information concerning SEBA. The information is not intended to be a complete statement or summary of the financial investments, markets or developments referred to in the 
document. SEBA does not undertake to update or keep current the information. Any statements contained in this document attributed to a third party represent SEBA‘s interpretation of the 
data, information and/or opinions provided by that third party either publicly or through a subscription service, and such use and interpretation have not been reviewed by the third party. 

Any prices stated in this document are for information purposes only and do not represent valuations for individual investments. There is no representation that any transaction can or 
could have been effected at those prices, and any prices do not necessarily reflect SEBA’s internal books and records or theoretical model-based valuations and may be based on certain 
assumptions. Different assumptions by SEBA or any other source may yield substantially different results. 

Nothing in this document constitutes a representation that any investment strategy or investment is suitable or appropriate to an investor’s individual circumstances or otherwise consti-
tutes a personal recommendation. Investments involve risks, and investors should exercise prudence and their own judgment in making their investment decisions. Financial investments 
described in the document may not be eligible for sale in all jurisdictions or to certain categories of investors. Certain services and products are subject to legal restrictions and cannot 
be offered on an unrestricted basis to certain investors. Recipients are therefore asked to consult the restrictions relating to investments, products or services for further information. Fur-
thermore, recipients may consult their legal/tax advisors should they require any clarifications. SEBA and any of its directors or employees may be entitled at any time to hold long or short 
positions in investments, carry out transactions involving relevant investments in the capacity of principal or agent, or provide any other services or have officers, who serve as directors, 
either to/for the issuer, the investment itself or to/for any company commercially or financially affiliated to such investment. 

At any time, investment decisions (including whether to buy, sell or hold investments) made by SEBA and its employees may differ from or be contrary to the opinions expressed in SEBA 
research publications. 

Some investments may not be readily realizable since the market is illiquid and therefore valuing the investment and identifying the risk to which you are exposed may be difficult to 
quantify. Investing in digital assets including crypto assets as well as in futures and options is not suitable for every investor as there is a substantial risk of loss, and losses in excess of an 
initial investment may under certain circumstances occur. The value of any investment or income may go down as well as up, and investors may not get back the full amount invested. Past 
performance of an investment is no guarantee for its future performance. Additional information will be made available upon request. Some investments may be subject to sudden and 
large falls in value and on realization you may receive back less than you invested or may be required to pay more. Changes in foreign exchange rates may have an adverse effect on the 
price, value or income of an investment. Tax treatment depends on the individual circumstances and may be subject to change in the future. 

SEBA does not provide legal or tax advice and makes no representations as to the tax treatment of assets or the investment returns thereon both in general or with reference to specific 
investor’s circumstances and needs. We are of necessity unable to take into account the particular investment objectives, financial situation and needs of individual investors and we would 
recommend that you take financial and/or tax advice as to the implications (including tax) prior to investing. Neither SEBA nor any of its directors, employees or agents accepts any liability 
for any loss (including investment loss) or damage arising out of the use of all or any of the Information provided in the document. 

This document may not be reproduced or copies circulated without prior authority of SEBA. Unless otherwise agreed in writing SEBA expressly prohibits the distribution and transfer of 
this document to third parties for any reason. SEBA accepts no liability whatsoever for any claims or lawsuits from any third parties arising from the use or distribution of this document.

Research will initiate, update and cease coverage solely at the discretion of SEBA. The information contained in this document is based on numerous assumptions. Different assumptions 
could result in materially different results. SEBA may use research input provided by analysts employed by its affliate B&B Analytics Private Limited, Mumbai. The analyst(s) responsible for 
the preparation of this document may interact with trading desk personnel, sales personnel and other parties for the purpose of gathering, applying and interpreting market information 
The compensation of the analyst who prepared this document is determined exclusively by SEBA.
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Austria: SEBA is not licensed to conduct banking andfinancial activities in Austria nor is SEBA supervised by the Austrian Financial Market Authority (Finanzmarktaufsicht), to which this 
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tion) Order 2005 (the “FPO”). Such persons include: (a) persons having professional experience in matters relating to investments (“Investment Professionals”) and (b) high net worth bodies 
corporate, partnerships, unincorporated associations, trusts, etc. falling within Article 49 of the FPO (“High Net Worth Businesses”). High Net Worth Businesses include: (i) a corporation 
which has called-up share capital or net assets of at least GBP 5 million or is a member of a group in which includes a company with called-up share capital or net assets of at least GBP 5 
million (but where the corporation has more than 20 shareholders or it is a subsidiary of a company with more than 20 shareholders, the GBP 5 million share capital / net assets requirement 
is reduced to GBP 500,000); (ii) a partnership or unincorporated association with net assets of at least GBP 5 million and (iii) a trustee of a trust which has had gross assets (i.e. total assets 
held before deduction of any liabilities) of at least GBP 10 million at any time within the year preceding the promotion. Any financial promotion information is available only to such persons, 
and persons of any other description in the UK may not rely on the information in it. Most of the protections provided by the UK regulatory system, and compensation under the UK Financial 
Services Compensation Scheme, will not be available.
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