
1 
vantharp.com 

 
 

Update on Cryptocurrencies 
October 17th, 2022 

By, Nolan Loxton  

 
 
In May 2018, Bloomberg launched a cryptocurrency index called The Bloomberg Galaxy Crypto 
Index. At the time Van pointed out an index of this nature was one of the first steps toward 
widespread institutional involvement.  
 
Fast forward five years and the BGCI index is now available only with a subscription to Bloomberg’s 
Professional Service. The shift of the index to an institutional platform is a poetic culmination of Van’s 
long-held belief for crypto data to be commoditized. Where would you say we are on the product 
adoption curve depicted below?  
 
 

 
 
 
Going forward, we will use the S&P Cryptocurrency Broad Digital Market (BDM) Index (Ticker: SPCBDM) 
as a broad investable universe benchmark. 
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Courtesy of S&P Dow Jones Indices, spglobal.com 

 
The index launched on July 13, 2021 but calculates historical values back to 2011 based on the index 
methodology . The index had a notable peak in May 2021 of 5,547 and then dropped significantly 
until July 2021. It set a new high on November 9th of 6,215.99 and since then, has been sliding down 
– until recently. After dipping below 2,000 in June and July, it has been consolidating in a sideways 
range. You can see the recent price action below in the YTD chart. 
 

 
 

Courtesy of S&P Dow Jones Indices, spglobal.com 

 
 
Market Summary 

a) Market Type 

Bitcoin (BTC) hit a new all-time high of $68,789.63 on November 10th, 2021, but has had a sharp 
downturn since then, erasing all the gains back to November 2020. 

Cryptos are in a “Bear Normal” market at the moment, however, for the first time since May, the 
market type crept briefly into the “Neutral” category. The last time this happened, the market followed 
through with a large sell-off. Will the results be different this time with the contracting volatility? 
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The heatmap below breaks down the calendar year-to-date performance by market capitalization. 
Bitcoin’s 59.62% YTD drawdown is still its smallest crypto bear market since 2010. During 2018, the 
market corrected 72% and in 2014, it dropped 62%. Notice some shades of green appearing in the 
smaller names.  
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Courtesy of Coin360.com 

 
In the past month, ETH has been a big loser and XRP has been strong. Let’s see if the green spots 
fade over the coming month or start becoming more prolific as part of a broader bottoming process.  
 
 

 
 

Courtesy of Coin360.com 
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b) Super Trader Bitcoin System 

The objective of the system is to outperform a bitcoin buy-to-hold while sleeping easy.  
 

The system is in cash now but the rules will trigger an entry around the $22,400 mark if the June low 
holds. I’ll keep you updated in the November Crypto Update.   

 

 
 

c) Discussion: The Global Crypto Use Case 
 
With all the technological changes afoot, it is sometimes hard to distinguish hype from actual life-
changing technology.  
 
To cut through the hype, a practical, real-life value add test helps: the “BIA” test. For those 
unfamiliar, the acronym stands for the “Backpacker in Africa” test. 
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Relive the following memory with me and then we’ll 
apply the BIA Test: 
 
Many moons ago, I was walking across the border 
checkpoint in the Caprivi strip to enter Zambia. The 
previous three weeks of backpacking in Namibia had 
been adventure-filled and now I was embarking on the 
next leg of my journey.  
 
 

 
 
On my person, I had a backpack, a Nokia 3210 
and some U.S dollars. In order to get to my 
destination for the night I needed local currency—
the Zambian Kwacha. I asked the border officer 
where I could buy some Kwacha and he pointed to 
a bunch of hagglers sitting under a thorn tree. He 
also said, “Never trust a man that says, ‘trust me’”.   
 
At this moment, I realized three challenges were in 
front of me. First, I had never seen a Zambian 
Kwacha note in my life. Next, the exchange rate I 
had in mind was as outdated as my 9-year-old 
guidebook. Finally, the money-changing crowd 
under the tree seemed less than 100% focused on 
engaging in fair deals.  
 
Not feeling an urge to be ripped off or robbed on a 
fine Saturday afternoon, I decided a good way of 
sifting budding entrepreneurs from bad guys would 
be to ask one of the border soldiers to accompany 
me to the crowd and oversee the transaction.  
 
 
 
 

These are Kwachas! Trust me. 
 

One of the soldiers agreed. We started walking toward the small crowd, me with my backpack and 
the soldier with his automatic weapon. I realized suddenly that I had misjudged the efficiency of my 
test as an apparent volcanic eruption under the thorn tree scattered people in all directions 
instantly. When the dust finally settled, there was no longer any trade on the floor of the thorn tree 
exchange.  
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I stood there with the soldier for a while waving three $20 bills around at nothing and no one in 
particular. The soldier called out in the local language a couple of times and motioned with his free 
hand as we stood waiting . . . and the cicada’s chorus took over.  
 
Even though I had brought a gun to the transaction, one entrepreneur summoned some courage and 
approached us eventually. We shared a special kind of “willing buyer, willing seller” moment under 
the tree and then we all went our separate ways.  

 

 

The BIA Test and Blockchain 

How much has this type of transaction changed following the 
blockchain revolution?  

The answer is rather anticlimactic if you are an old school 
traveler. Nowadays, crypto transactions in Zambia are easy 
and fast. In fact, many Zambians actually prefer 
cryptocurrencies to the traditional fiat currency. Blockchain 
technology has forever disrupted the Thorn Tree Exchange 
by moving the trade from shaded soil to servers in distant 
data centers. Despite a good amount of hype, blockchain 
really is changing life and livelihoods in all corners of the 
globe.  
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d) News Map  

Context is all important and to add some context around recent news events we will focus our 
attention on the five main types of players and the games they play in the crypto space.   

We are leaning on a key Tharp Think principle here: “The map is not the territory. The better my map 
represents the territory, the better I will function in the world.” 

We are not trying to explain the extremely complex, non-linear, open crypto system but rather we are 
looking for a useful lens to identify what may be important changes affecting the ecosystem and, 
ultimately, supply and demand.   

What is “useful” for a trader? Tools that help make money.    

On our map the main players and games are:   

The HODLers:  

These are mostly retail speculators with no trading systems or buy-and-holds with no 
stoploss. The early adopter HODLers have done quite well and with many who are still 
whales today. Many whales pivoted into other categories. The late adopters haven’t fared 
quite so well. They may be whales but their average BTC cost is underwater. For HODLers, 
1 unit of risk (1R) represents their total capital committed—it’s basically an all-in bet. 
HODLers have no cash flow day-to-day without selling/staking the holdings.  

The Traders:  

These are large speculators such as hedge funds as well as the systematized, disciplined, 
retail traders. Their cash flow is dependent on the gains/losses in the underlying positions 
on positive expectancy systems. The common denominator amongst traders is a position 
sizing approach to capital allocation as well as a risk to reward approach at a trading 
strategy level (usually a minimum of 2:1 risk reward). For this reason, private equity and 
venture capital is also included in the Trader category as they have definite entries and exits 
as well as strict position sizing rules.   

Business, Big and Small:  

This includes the major commercial players who design blockchain infrastructure, have 
already adopted blockchain or are actively in the process of integrating blockchain and its 
related products and opportunities into their business models. Their cash flow originates from 
their usual business activity. Blockchain offers operational efficiencies improving cash flow 
and customer experiences.  

For the small business, blockchain offers the opportunity to level the playing field (or should 
we say “paying” field) to unlock cash flow.  

The Market & Makers: 

This represents the market makers, brokers & exchanges (both traditional and DeFi), banks 
and asset managers. Cash flow is ongoing from volume in its various shapes of trading, 
spreads, commissions, assets under management and even order flow payments.  
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The Sheriff & Co. 

This represents governments as well as any free market interventions in its various shapes, 
sizes and forms. The profit of all other players is their tax base and, therefore, provides their 
cashflow. (Plus or minus the impact of a couple trillion Dollar/Euro/Yen/etc., depending on 
the state of the central bank printing presses.)  

 

Now that we have our main players categorized, let’s look at some noteworthy news items by 
category:  

 

HODLers: 

• According to data from the crypto analytics platform Santiment, the so-called Bitcoin whales, 
defined as wallet addresses holding between 100 BTC and 10,000 BTC, have added a total of 
46,173 BTC to their holdings since September 27th.  

Traders:  

• ETH 2.0 continued to trend lower following the completion of the merge.  
• DOGE jumped as Elon Musk confirmed his offer to buy Twitter. Dogecoin may be very well 

placed to become the official Martian currency down the line.  
• Santiment Behavior Analytics data showed the second biggest day for network growth on ETH 

this year on October 9, 2022. As explained by Santiment, the network growth means that the 
utility of the network is rising which it said, “commonly foreshadows potential asset breakouts”. 

• 3AC’s co-founder, Su Zhu is trying to sell a house he bought in Singapore last year for about 
SGD 48.8 million ($34.3 million). 
 

Market Makers: 

• BNY Mellon, the world's largest custodial bank by assets and the oldest lender in the U.S, has 
added BTC and ETH to its custodial offerings due to client demand.  

• The Fidelity Ethereum Index Fund is open for business offering institutional investors exposure 
to ETH.  

• The founder of the bankrupt crypto exchange Celsius withdrew $10 million from the exchange 
before client withdrawals were frozen.  

• In the Celsius bankruptcy case, a court filing revealed over 14,000 pages of customer 
usernames and trading histories.  

• Crypto exchange Binance announced that it partnered with Ukrainian supermarket chain 
VARUS to facilitate crypto payments for customers buying groceries. 
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Business, Big and Small: 

• Glassnode’s latest The Week Onchain report said that the 30-day change in BTC miner wallets 
shows that 50% fewer coins are now being sold by miners compared to in early September. 

• McDonald’s starts accepting Bitcoin and Tether in Lugano, Switzerland. 
• The Open Network (TON) developers announced the launch of a P2P market, allowing 550 

million monthly Telegram users to trade Toncoin directly on the messaging platform. 
• Deutsche Telekom, a major telecommunications company and parent of T-Mobile, has 

revealed that it will run a validator to support Ethereum staking. 
• The number of companies in Brazil holding crypto assets hit an all-time high, with bitcoin (BTC) 

and tether (USDT) standing at the top of the adoption list. 
• Meta now allows users to connect supported digital wallets (including Coinbase Wallet) to their 

social media accounts enabling them to display their NFTS without incurring fees.   
• Google selected Coinbase as payment partner for cloud-based crypto payments.   
• Formula 1 filed a large range of F1 trademarks covering NFTs and the Metaverse.  
• Google’s Project Starline 3D hologram is rolling out some test stations allowing remote 

workers to attend internet meetings in 3D. 
• Meta has partnered with Zoom and Microsoft Teams betting that the future of Web3 meetings 

are cartoon avatars.  

The Sheriff & Co: 

• “Because crypto assets have proved to be so volatile, they are unlikely to grow into money 
substitutes and become a viable means to pay for transactions,” says Federal Reserve Vice 
Chair for Supervision Michael Barr.  

• The SEC chairman explained that Proof of Stake might be seen as securities. 
• Federal court ruled that DAOs may be served in a Help Chat Box. Being a customer service 

bot is not what it used to be.  
• The SEC fined Kim Kardashian $1.26 million for her EthereumMax promotion on Instagram in 

which failed to disclose she had received a payment of $250k for the post. Would that be a -5R 
loss for Kim? 

• International investigators claim that North Korea stole “hundreds of millions of dollars’ worth of 
crypto assets” to pay for its nuclear weapons programs. The UN Security Council’s North 
Korea Sanctions Committee blamed North Korean hacking groups such as Lazarus for both 
the Ronin Bridge and the Harmony hacks. 

• The European Parliament voted to use blockchain technology to modernize taxation. 
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e) Market in pictures   
 
The chart below tracks the Market Capitalization of the total crypto market. Notice how the market 
capitalization has been oscillating around the $1 trillion mark. Where will the market cap break to from 
here - $500 billion or $2 trillion?   
 

 
 

Courtesy of coinmarketcap.com 

 
 
Closely related to market capitalisation is the number of crypto exchanges. In the chart below, notice 
how exchanges continued to grow long after the November 2021 BTC high. While most market 
participants believed the November 2021 high was just another “buy the dip” opportunity, the crypto 
market is still way down almost a year later and a number of exchanges have run out of cash. What’s 
next on the counterparty risk front?  
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Courtesy of coinmarketcap.com 

 
 
In the next chart, our focus shifts to stablecoins. The combined market cap of the three largest stablecoins 
Tether, USDC, and BUSD is currently just short of 15%. Historically, this is high but the market cap did not 
make a new high in the last two months. This may point to two main possibilities. Perhaps funds are leaving 
the crypto environment altogether. Alternatively, funds may be getting deployed into cryptos on sale given that 
the number of BTC whales have been net buyers since September 27th.  
 

 
Courtesy of coinmarketcap.com 
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The table below shows the best and worst cryptos in terms of Market SQN scores. Of the 100 cryptos 
that we track, 47 are bearish, 13 are very bearish and 29 are neutral. Notice out of the top 15, 11 are 
now bullish. Although the overall market remains bearish, this is the third month in a row that we are 
seeing an improvement across the buckets. Does that make this market a young bull or an old bear? 
The market may let us know shortly.  
 

 
 
 
Overall Commentary 
 
This is a free newsletter to the VTI community. It’s not about making any recommendations for what 
to buy or sell. Instead, it’s about understanding how money is made in crypto assets.  
 
Until next time,  
Enjoy your own game!  
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