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Summary 
The collapse of FTX, one of the world’s largest cryptocurrency (crypto) exchanges, has roiled 
crypto markets since the start of November. FTX has seen its value crumble from an 
estimated $32 billion early in 2022, as it was raising investor capital, to near zero as it now 
enters bankruptcy. The CEO and founder of FTX, Sam Bankman-Fried (known as SBF), 
resigned and relinquished his duties to John Jay Ray III, the veteran bankruptcy lawyer who 
steered Enron and Nortel through their bankruptcies. 

The situation remains fluid and speculation about what happened has been rampant, but early 
indications suggest fraud at FTX and its Alameda Research affiliate both founded by SBF.  
While the contagion in crypto assets from the FTX bankruptcy may continue for the near term, 
with additional potential bankruptcies, fears that this could be the demise of crypto are likely 
unfounded. In the short-term, however, FTX and Alameda Research clients, creditors and 
investors have been negatively impacted. 

A potential silver lining to the FTX fallout could be an accelerated regulatory push to craft 
legislation protecting investors, especially regarding stablecoins and centralized exchanges. 
This complex story will continue to unfold in the coming weeks. 

Below we:  

• Identify and introduce key players in the FTX collapse 
• Share a contextual timeline of recent events leading to the collapse of FTX  
• Discuss the impacted parties from the FTX collapse 
• Consider potential remedies and likely regulatory paths for the incoming House and 

Senate 
 

What happened? 
• FTX was one of the world’s largest centralized cryptocurrency exchanges serving 

investors in both the U.S. and abroad.  
• Alameda Research engaged in cryptocurrency trading and market making with a 

large portfolio of other cryptocurrency related firms.  
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Key highlights 
• The collapse of 

cryptocurrency exchange 
FTX and its Alameda 
Resarch affiliate have sent 
shockwaves across the 
cryptocurrency landscape. 
 

• This is a developing story 
as the situation remains 
fluid, and new details may 
continue to shift outcomes 
  

• This is unlikely to be the 
lead balloon that sinks 
crypto but rather a silver 
lining that informs our 
legislators and agencies to 
craft regulation in 2023. 
 

• Leverage and the impact of 
its unwinding seems to be 
the similarity between this 
bankruptcy and prior 
crypto crises 



 

• Samuel Bankman-Fried (SBF) founded both firms, served as CEO and was a self-
promoted advocate for the cryptocurrency industry, a frequent visitor to Capitol Hill 
lawmakers, and a large political donor.  

• The bankruptcy proceedings apply to Alameda, FTX and approximately 130 affiliated 
FTX companies 

A November 2nd article raised red flags by highlighting the interdependent relationship 
between SBF-founded Alameda Research and the FTX cryptocurrency exchange. The article 
focused on the $14.6 billion Alameda balance sheet and its concentrated holdings of at least 
$5 billion FTT, the native token of FTX, raising concerns about the potential conflicts of 
interest between FTX and Alameda and their solvency. This triggered allegations of fraud and 
a firestorm of panic selling in FTT as investors exited positons and FTX was forced to meet 
liquidity needs. 
 
While the situation remains fluid, additional information continues to shed light on the inner 
dealings of these two firms and their collapse. As of this writing, SBF has resigned and an 
interim CEO has been appointed to manage the FTX bankruptcy. Additionally, regulators 
including the Securities and Exchange Commission (SEC), the Commodity Futures Trading 
Commission (CFTC) and the U.S. Department of Justice (DOJ) have launched investigations. 

 

FTT, the FTX token 

As FTX continued to raise capital as a crypto exchange business early in 2022, it was 
reported to have a market value of $32 billion. In 2019, FTX also issued a separate crypto 
token, FTT, which peaked in market capitalization at $27.1 billion in September 2021. FTX’s 
customer redemptions and investors pulling their funding precipitated selling in FTT as well.   
The value of the company as a crypto exchange, however, is distinct from the value of its 
token, FTT, which launched in the summer of 2019. The table below shows the rise and fall of 
the FTT token from its 2019 inception through Sunday, November 13.  

 
Data Source: Truist IAG, Messari 

 

 

 

Timeline on what went wrong 
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FTT has fallen 98% 
from its 2021 all-time 

high
FTT, the token of FTX has seen 
its overall market cap settle to 
where it originally began in 2019 
after falling 98% from its all-time 
high in 2021. 



 

The timeline of the Alameda and FTX collapse is extremely condensed as is the sequence of 
events revealing its allegedly fraudulent activity. The following events unfurled between 
November 2 and November 11. 

• The November 2nd article set a broader investigation into motion 
• Binance, the world’s largest cryptocurrency exchange, threatened to sell its FTT. 

tokens received as an investor, which led Alameda to state they would buy all FTT 
tokens at $22. 

• SBF took to Twitter stating that “assets are fine” 
• FTX stopped processing customer withdrawals on the exchange  
• Binance entered into a non-binding agreement whereby Binance would acquire FTX 

pending further due diligence 
• Binance, within 24 hours, withdrew its offer to purchase of FTX upon further scrutiny 

of FTX financials 
• FTX assets were frozen 
• FTX and Alameda entered bankruptcy, SBF resigned and John Jay Ray III (who 

oversaw the Enron and Nortel bankruptcies) was appointed to lead FTX through its 
bankruptcy 

The chart below plots the October 31-November 13 performance of four assets indexed to 
100 as of October 31, 2022. 

• MVIS CryptoCompare 100, a basket of 100 of the largest cryptocurrencies and proxy 
for the ecosystem, declined 17.4% 

• Bitcoin, the largest cryptocurrency with a 39% market share declined 20.4% 
• Solana, one of the largest Smart Contract providers with significant Alameda and 

FTX relationships declined 57.4% 
• FTT, the native token for the FTX exchange, declined 94.2% 

 

 

Data Source: Truist IAG, Messari 

MVIS 100 and bitcoin performance reflects that the broader crypto ecosystem was not 
immune to the selloff but were relatively more contained than the drawdown seen in other 
tokens with links to FTX, such as Solana. As this is written, Solana has seen the price of its 
SOL token collapse from an all-time high of $249 in 2021 to today’s price of $14.  
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To be clear, there have been no allegations of wrongdoing on the part of Solana. Many 
new blockchain projects are funded by private capital from investors. Alameda was an early 
Solana investor and held roughly 10% of its market cap on its books in various forms. 
Additionally, FTX was a heavy user of the Solana smart contract platform. The selloff in 
Solana was linked to market concerns about the potential for mass liquidation in SOL by 
Alameda and FTX while seeking to avoid insolvency. The collapse of Alameda and FTX are 
distinct and should be viewed independently from the long-term prospects of the Solana 
blockchain.    

Allegations of fraud related to leverage 

While the situation remains fluid with new information continuing to unfold, initial reviews point 
to similar themes between FTX and the downfall of the Terra Luna project, Three Arrows 
Capital, and crypto lender Voyageur Digital. That theme is leverage – investing with borrowed 
money. 

Leverage implies that speculators depend on underlying collateral to trade other crypto 
assets. Leverage with cryptocurrencies however is highly unregulated and can sometimes 
offer up to 100 times the purchasing power for speculators. When the value of that collateral 
declines, leveraged investors need to pay back the value, often leading to forced selling, 
which leads to further price declines.  

This may have been a factor with Alameda because, in addition to serving as a market 
making and trading platform, the company boasted a large portfolio of other cryptocurrency 
and blockchain related investments. Recent reports suggested that FTX lent client money to 
Alameda to help meet its liabilities including debt it had incurred to fund illiquid venture 
investments.  

Who is most impacted?  

FTX clients who are unable to withdraw funds will likely be an early priority of legislators and 
regulators alike with an intense focus on customer protection.  
 
FTX investors who invested directly in FTX stand to lose their investment capital and include 
backers such as: Sequoia Capital, the Ontario Teachers’ Pension Plan and SoftBank among 
others.  
 
Additional FTX/Alameda creditors will likely surface in the weeks ahead as more information 
comes to light.  
 
More details will continue to unfold as bankruptcy proceedings move ahead. 

Remedies and Regulatory actions 
Proof of Reserves 

Early actions on the part of other exchanges include a move toward disclosing their respective 
exchanges “Proof of Reserves” to shore up customer trust. In the case of FTX, client assets 
appear to have been loaned without their knowledge to Alameda against FTX’s own Terms of 
Service. The key issue here is custody and who do customers trust most. 

Over the past few days, several exchanges have attempted to reassure investors to avoid 
massive outflows. Leading crypto exchanges Binance, Coinbase, Crypto.com, OKX and 
Derebit have all promised to provide customers with proof that they maintain adequate 
reserves to match customer liabilities. 

Regulatory action 



 

Several legislative efforts remain underway in Washington that have been somewhat dormant 
since this year. However, regulators seem to be gearing up their activity in response to the 
FTX bankruptcy. 

The FTX situation has likely thrust exchange regulations into the center of the conversation as 
part of an overall theme of customer protection. Stablecoin legislation is also likely to be an 
early priority with its linkage to the broader financial system. 

Bottom Line 
It is still early in the saga behind the collapse of FTX/Alameda and its 130 affiliate companies, 
with new developments continuing to unfold. The digital asset market turbulence caused by 
FTX and its leadership is likely to continue in the short term. 

Crypto news flow will likely continue to be negative in the short-term, leading some to voice 
the demise of crypto. However, this event, like others, might have a silver lining that 
strengthens the digital asset space and drives future legislation, regulation, and more 
informed consumer choices. 

 

  



 

 

Disclosures 
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management services provided by Truist Bank, Member FDIC. Securities, brokerage accounts, insurance/annuities offered by Truist Investment 
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Holdings, Inc. and affiliates.  Investment advisory services offered by Truist Advisory Services, Inc., Sterling Capital Management, LLC, and affiliated 
SEC registered investment advisers.  Sterling Capital Funds advised by Sterling Capital Management, LLC. 

While this information is believed to be accurate, Truist Financial Corporation, including its affiliates, does not guarantee the accuracy, completeness or 
timeliness of, or otherwise endorse these analyses or market data. Revise  

The opinions and information contained herein have been obtained or derived from sources believed to be reliable, but Truist Financial Corporation 
makes no representation or guarantee as to their timeliness, accuracy or completeness or for their fitness for any particular purpose. The information 
contained herein does not purport to be a complete analysis of any security, company, or industry involved. This material is not to be construed as an 
offer to sell or a solicitation of an offer to buy any security. 

Opinions and information expressed herein are subject to change without notice. TIS and/or its affiliates, including your Advisor, may have issued 
materials that are inconsistent with or may reach different conclusions than those represented in this commentary, and all opinions and information are 
believed to be reflective of judgments and opinions as of the date that material was originally published. TIS is under no obligation to ensure that other 
materials are brought to the attention of any recipient of this commentary. 

Comments regarding tax implications are informational only. Truist and its representatives do not provide tax or legal advice. You should consult your 
individual tax or legal professional before taking any action that may have tax or legal consequences. 

Investments involve risk and an investor may incur either profits or losses. Past performance should not be taken as an indication or guarantee of future 
performance. 

TIS/TAS shall accept no liability for any loss arising from the use of this material, nor shall TIS/TAS treat any recipient of this material as a customer or 
client simply by virtue of the receipt of this material. 

The information herein is for persons residing in the United States of America only and is not intended for any person in any other jurisdiction. Investors 
may be prohibited in certain states from purchasing some over-the-counter securities mentioned herein. 

The information contained in this material is produced and copyrighted by Truist Financial Corporation and any unauthorized use, duplication, 
redistribution or disclosure is prohibited by law. 

TIS/TAS’s officers, employees, agents and/or affiliates may have positions in securities, options, rights, or warrants mentioned or discussed in this 
material. 

Asset classes are represented by the following indexes. An investment cannot be made directly into an index. 

The HFRI Diversity Index is comprised of hedge funds that identify themselves as being minority-owned whereby more than 50% of the management 
company is owned by either a woman or a person whose origin is from a racial/ethnic minority group. 

The HFRI Women Index is a global, equal-weighted index of single-manager funds, which are women-owned and/or managed. Constituent funds report 
monthly net of all fees, have a minimum of $50 million under management or a 12-month track record of active performance and meet all other criteria 
for inclusion in the HFRI indices. 
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