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Bitcoin and Ethereum are dominating the crypto asset ecosystem, evident even in 
subtle statistics that we explore. Crypto is speaking truth to traditional power players, 
paving the way to adoption.  
 

market notes – Crypto Speaks Truth, Power is Listening. 
6/23/23 - Marcel Kasumovich, Deputy CIO, Coinbase Asset Management 

 
1. Correlation is not causation. The point is easily made when comparing two 

things that have nothing to do with one another. Like ice cream sales and shark 
attacks. It is far more subtle when normally used, showing the co-movement of 
two relatable factors. Like asset valuations and scarcity premium that argues for 
a rising bitcoin price. It makes for a nice chart that demonstrates the limits of 
quantitative research as it demands a qualitative assessment.  

 
2. Crypto assets are often a line item in cross-asset correlation. The aim is to 

motivate its place in a broader portfolio. A low correlation combined with a 
strong return-to-volatility ratio ensures that crypto assets would have been 
additive to traditional portfolios. But on any historical analysis, this is a 
statement narrowly confined to bitcoin given its dominance. It is also an unusual 
framing as crypto assets span many traditional asset classes. 

 
3. So, we asked ourselves a simple question: Are we starting to see a rise in 

dispersion across crypto assets that would demand a more refined 
categorization? It was a leading question. Last year’s asset downturn was 
synchronized – not just in crypto but across all assets. The US dollar was the 
only asset up. And investors’ high allocation to cash persists. To the naked eye, 
there has been far less correlation across crypto assets, evidenced by a higher 
degree of dispersion.  

 
4. But the numbers tell a different story. Figure 1 is the simplest summary of the 

data. It shows the median daily return correlation between bitcoin and ether 
against the other top 24 assets. Yes, the median pairwise correlation spiked in 
last year’s carnage, at a whopping 75% and 77% for bitcoin and ether. This was 
up substantially from the 51% and 55% figures in 2021. Surprisingly, the 
correlation remains stubbornly high so far this year.  

 
5. Do our eyes deceive? It is tempting to explain away the observation – it could be 

a fluke across calendar years. But the result held up to stress tests. Instead, 
there is usually a simple explanation for a simple question beneath complex 
dynamics. In this case, dispersion is being driven by “beta asymmetry.” Returns 
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are correlated. But the sensitivity is lopsided – smaller assets respond more 
aggressively on the way down in bitcoin than on the way up.  

 
6. What’s going on? Our qualitative assessment - when capital is dear, cash flow is 

king. And the dominant protocols produce a lot of it. Bitcoin mining is tracking 
annualized revenue of $9 billion with attention to capital efficiency, not growth. 
Proceeds paid to use the Ethereum protocol are running $2 billion annualized. 
After last year’s disappearing act of crypto assets and counterparties, investors 
are no longer hunting for the next great growth idea – they want the surety of 
survival.    

 
7. Even stablecoins offer an interesting twist to the correlation dance. We include 

stablecoins in the exercise, appreciating that its correlation should be zero if 
“stable” is met. Taking the median cross-asset correlation controls for this 
outlier. But the result was revealing in subtle ways (Figure 2). A rising correlation 
between bitcoin and stablecoin occurs in periods of stress – it has risen against 
USDC this year alongside US banking strains while being low against Tether.  

 
8. It is not just an idle statistical exercise – there are commercial implications, too. 

Bitcoin trading volumes against Tether dominate in the latest price surge. Tether 
was the counterpart to 78% of the bitcoin trading volume on the day of this 
week’s price jump, on June 21. That’s up from 63% in the prior month. Almost all 
of that gain came at the expense of a decline in fiat USD trading activity. The low 
correlation of Tether reflects an increased conviction of its health.  

 
9. This comes at a time of great excitement about a potential rise in crypto 

adoption as powerful traditional players like Blackrock signal an intent to enter 
bitcoin’s investment orbit. Even Fed Chair Powell accepted to Congress that 
"crypto appears to have staying power as an asset class." Tether dominating 
trading volumes means players already in the crypto ecosystem are leading the 
positive price reaction, speculating on a rise in future adoption. 

 
10. This also has important implications for crypto asset allocation, evident in our 

Coinbase Indices. The Coinbase Core Index is a market cap weighted allocation 
across constituents, whereas the Coinbase Size Tilt Index mathematically raises 
exposure to smaller capitalized assets. It is routine for the Size Tilt index to 
outperform in rising markets – but not this time. In a cycle rewarding discipline 
and dominance, emerging assets may adapt to support leading ecosystems 
rather than try to displace them.  

 

  

https://www.theblock.co/data/on-chain-metrics/bitcoin/bitcoin-miner-revenue-monthly
https://tokenterminal.com/terminal/projects/ethereum/revenue-share
https://marketvector.com/indices/customized/coinbase-core/components
https://marketvector.com/indices/customized/coinbase-size-tilt
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Figure 1: Cross-Asset Crypto Correlations Surprisingly High in 2023  
 

 

Source: CryptoCompare. CBAM Calculations. The numbers represent the median pairwise correlation of BTC and 
ETH versus the Top 24 assets by market capitalization. 2023 is through June 16.  

 

 

  

51%

75%

66%

55%

77%

71%

0%

10%

20%

30%

40%

50%

60%

70%

80%

90%

2021 2022 2023

BTC ETH



C O I N B A S E  A S S E T  M A N A G E M E N T  
2200 Atlantic Street, Suite 310, Stamford, CT 06902, NFA ID: 0535413 

Private and Confidential: Any unauthorized use, distribution, modification, forwarding, copying or disclosure is strictly pro hibited. 

5 

 

Figure 2: Stablecoin Correlations to BTC and ETH 
 

 

Source: CryptoCompare. CBAM Calculations. Average daily return correlations of USD.T (Tether) and USD.C (Circle) 
to BTC and ETH. 2023 is through June 16.  
 
 
 
Indices and other financial benchmarks referenced herein are provided for illustrative purposes only, are unmanaged, 
reflect reinvestment of income and dividends and do not reflect the impact of advisory fees. Investors cannot invest 
directly in an index.  
 
Coinbase Global, Inc. is the owner of the Coinbase Core Index and the Coinbase Size Tilt Index (the “Indices”).  
MarketVector Indexes GmbH (“Index Administrator”) develops, monitors and markets the Indices. The Index 
Administrator selects an index calculation agent to calculate the Indices. 
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Disclaimer
One River Digital Asset Management has been 
acquired by Coinbase and is now Coinbase 
Asset Management.  Additional details on the 
transaction may be found on the Coinbase 
blog.  References to One River Asset 
Management and One River Digital Asset 
Management may be contained herein during 
the transition period but are subject to 
change.   

This communication, including any 
attachments, is intended only for the use of the 
addressee and may contain information that is 
confidential or otherwise protected from 
disclosure. Any unauthorized use, distribution, 
modification, forwarding, copying or disclosure 
is strictly prohibited. If you have received this 
communication in error, please delete this 
message, including any attachments, and notify 
the sender immediately. The information and 
any disclosures provided herein do not 
constitute a solicitation or offer to purchase any 
security or other financial product or investment 
and is not intended as investment, tax, or legal 
advice. Unless otherwise noted, all information 
is estimated, unaudited and may be subject to 
revision without notice. Past results are not 
indicative of future results. 

This communication may contain statements of 
opinion, including but not limited to, the author’s 
analysis and views with respect to: digital assets, 
projected inflation, macroeconomic policy, and the 
market in general. Statements of opinion herein 
have been formulated using the author’s 
experience, research, and/or analysis, however, 
such statements also contain elements of 
subjectivity and are often subjective in nature. In 
addition, when conducting the analyses on which 
it bases statements of opinion, the author(s) will 
incorporate assumptions, which in some cases 
may be shown to be inaccurate in the future, 
including in certain material respects.  Nothing in 
this presentation represents a guarantee of any 
future outcome. The author(s) are under no 
obligation to update this document, notify any 
recipients, or re-publish the content contained 
herein in the event that any factual assertions, 
assumptions, forward-looking statements, or 
opinions are subsequently shown to be 
inaccurate. 
   
Certain information contained in this 
Communication constitutes "forward-looking 
statements," which can be identified by the use of 

forward-looking terminology such as "may", "will", 
"should", "expect", "anticipate", "target", "project", 
"estimate", "intend", "continue" or "believe" or the 
negatives thereof or other variations thereon or 
comparable terminology. Forward-looking 
statements made in this communication are 
based on current expectations, speak only as of 
the date of this communication, as the case may 
be, and are susceptible to a number of risks, 
uncertainties and other factors. Assumptions 
relating to the foregoing involve judgments with 
respect to, among other things, projected inflation, 
the regulation of digital assets and 
macroeconomic policy, all of which are difficult or 
impossible to predict accurately and many of 
which are beyond our control. In light of the 
significant uncertainties inherent in the forward-
looking statements included herein, the inclusion 
of such information should not be regarded as a 
representation to future results or that the 
objectives and plans expressed or implied by such 
forward-looking statements will be achieved. 
 
Certain information contained herein may have 
been obtained from third-party sources and such 
information has not been independently verified by 
the author(s). References herein to third parties 
are for illustrative purposes and are not an 
endorsement or recommendation for products or 
services. No representation, warranty, or 
undertaking, expressed or implied, is given to the 
accuracy or completeness of such information. 
While such sources are believed to be reliable, the 
author(s) do not assume any responsibility for the 
accuracy or completeness of such information. 
 

The information and any disclosures provided 
herein do not constitute a solicitation or offer to 
purchase any security or other financial product 
or investment and is not intended as 
investment, tax, or legal advice. Unless 
otherwise noted, all information is estimated, 
unaudited and may be subject to revision 
without notice. Past results are not indicative of 
future results. 

https://www.coinbase.com/blog/coinbase-has-acquired-one-river-digital-asset-management
https://www.coinbase.com/blog/coinbase-has-acquired-one-river-digital-asset-management

