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Introduction
In previous reports, we’ve shown that cryptocurrencies tend to perform like highly-leveraged U.S.

equities. That relationship has changed somewhat since the collapse of FTX, although it largely

remains. For most of our client portfolio, U.S. equities are already their largest position. Adding

additional highly levered U.S. equity-like exposure should be considered quite carefully. In this

note, we’ll share some recent market observations followed by analysis on investor holdings. Our

data shows that this asset class continues to fall out of favor with private wealth investors.

Key takeaways
● Bitcoin returns continue to largely track S&P 500 returns.

● Bitcoin pricing is range-bound subsequent to the FTX collapse.

● Holdings of cryptocurrencies and blockchain-related technologies by

high-net-worth investors continue to decline.

Market update
As Exhibit 1 shows, before November 11, 2022, Bitcoin’s risk-adjusted returns tightly followed U.S.

equities, but after the collapse of FTX these two return streams somewhat decoupled over shorter

time frames.
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Exhibit 1

Risk-adjusted Bitcoin and S&P 500 returns have moved asynchronously in recent quarters
Rolling 6-month risk-adjusted excess returns, Jan. 1st, 2022 through June 30th, 2023

Source: ICE, Federal Reserve Bank of St. Louis

We calculate the 3-month Treasury bill total return to proxy as the risk-free rate to calculate excess returns. Rolling

6-month returns use daily data.

The difference in returns is due in part to new Bitcoin price behavior. The cryptocurrency has

begun to trade within a narrow range for several weeks and then quickly jump to new levels.

Zooming out, we see that crypto returns still generally follow the S&P 500, but with less

day-to-day alignment.
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Exhibit 2

Bitcoin has experienced periods of low volatility followed by jumps to align with the S&P 500
Bitcoin cumulative returns, July 1st, 2022 through July 20th, 2023

Source: ICE

Portfolio update
Investors decreased their allocations to cryptocurrency and blockchain securities, particularly after

the collapse of FTX in November, hitting a multi-year low in June 2023.
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Exhibit 3

Investor allocations toward crypto fell to their lowest levels in June 2023
Cryptocurrency and blockchain holdings of the mean portfolio as % of assets, March 2020–June 2023

Source: Addepar

This decline in holdings on the platform is driven both by fewer portfolios investing in crypto as

well as median crypto holdings among crypto investors declining over time.
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Exhibit 4

Fewer investors are invested in crypto and those who are have reduced their holdings
Percentage of portfolios with crypto holdings, median crypto holdings as % of portfolio size among crypto

investors, March 2020–June 2023

Source: Addepar

Conclusion
We’ve shown that while risk-adjusted returns have decoupled following the collapse of FTX, Bitcoin

and the S&P 500 generally continue to move together. But while U.S. equities are the largest

exposure in portfolios, investors continue to divest their cryptocurrency holdings.

You’re invited to read our companion notes on Q2 2023 portfolio positioning and performance.

Please email research@addepar.com if you have any thoughts or suggestions on how this

publication can be improved.
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Notice and disclaimers

All information provided by Addepar, Inc. or its subsidiaries (collectively, “Addepar”), including without
limitation, all text, data, graphs and charts (collectively, the “Information”) is the property of Addepar and is
provided for informational purposes only. The Information may not be modified, reverse-engineered,
reproduced or re-disseminated in whole or in part without prior written permission from Addepar. All rights in
the Information are reserved by Addepar.

The Information may not be used to create derivative works or to verify or correct other data or information
without prior written permission from Addepar. For example (but without limitation), the Information may not
be used to create indexes, databases, risk models, analytics, software or in connection with the issuing,
offering, sponsoring, managing or marketing of any securities, portfolios, financial products or other
investment vehicles utilizing or based on, linked to, tracking or otherwise derived from the Information or any
other Addepar data, information, products or services.

The user of the Information assumes the entire risk of any use it may make or permit to be made of the
Information.

Addepar makes no express or implied warranties or representations with respect to the information (or the
results to be obtained, but rather the use thereof), and to the maximum extent permitted by applicable law,
Addepar expressly disclaims all implied warranties (including, without limitation, any implied warranties of
originality, accuracy, timeliness, non-infringement, completeness, merchantability and fitness for a particular
purpose) with respect to any of the information.

Information containing any historical information, data or analysis should not be taken as an indication or
guarantee of any future performance, analysis, forecast or prediction. Past performance does not guarantee
future results.

The Information should not be relied on and is not a substitute for the skill, judgment and experience of the
user, its management, employees, advisors and/or clients when making investment and other business
decisions. All Information is impersonal and not tailored to the needs of any person, entity or group of
persons.

None of the Information constitutes an offer to sell (or a solicitation of an offer to buy), any security, financial
product or other investment vehicle or any trading strategy.

Addepar does not recommend, endorse, approve or otherwise express any opinion regarding any issuer,
securities, financial products or instruments or trading strategies and Addepar’s research products or services
are not intended to constitute investment advice or a recommendation to make (or refrain from making) any
kind of investment decision and may not be relied on as such.

Addepar, Investment Sentiment Index and other Addepar brands and product names are the trademarks,
service marks or registered marks of Addepar or its subsidiaries in the United States and other jurisdictions.

© 2023 Addepar. All rights reserved.
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