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What happened  
The repricing of risk assets since the beginning of the year has been especially pronounced in 
cryptocurrencies. The cryptocurrency ecosystem is experiencing its second 50% drawdown in 
the last nine months with a 30% correction year-to-date.  

Bitcoin accounts for 43% of the the entire cryptocurrency universe’s market value. Its 
proponents hail it as –   

• An equity hedge 

• An inflation hedge 

• A store of value 

These claims are specific to Bitcoin, not the broader cryptocurrency universe. Time will tell if 
these three attributes are validated but in the short term they have proven to be more myth 
than reality.  

Short-term volatility is the price of admission to investing in digital assets such as 
cryptocurrencies, as it is with any emerging asset class, but should not be the only yardstick. 
New asset classes typically experience periods of euphoria balanced by periods of turmoil as 
they emerge. The long-term opportunity lies in the technology platform underlying various 
crypto-related protocols, including smart contracts, exchanges, and decentralized 
applications. 

Bitcoin and Ethereum trim gains  
Bitcoin and Ethereum together comprise 62% of the total cryptocurrency token market value, 
dominating the space’s price action. Drawdowns in 2021 were largely highlighted by unique 
events such as China’s ban on crypto mining and ongoing regulatory concerns. More recently 
however, drawdowns have been somewhat synchronized with other risk assets like growth-
related equities. Broad macro concerns such as a more hawkish Federal Reserve (Fed), 
slowing economic growth, and volatile geopolitics have been key drivers pushing Bitcoin and 
Ethereum below key support levels. Bitcoin has gained roughly 10% and Ether over 80% over 
the last year but it has been a roller coaster ride. 
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Data source: Truist IAG, FactSet 

Cryptocurrencies as an asset class off by 40% 
Cryptocurrencies have experienced a synchronized and decisive selloff concurrent with the 
recent equity drawdown, shedding 40% of their market value from the November peak. Their 
recent behavior aligns with our view that, while cryptocurrencies may offer attractive but 
speculative returns during quiet market regimes, they historically have not sheltered investors 
during turbulent market regimes. 

 
 

Data source: Truist IAG, CoinMarketCap 

Crypto leaderboard 
Frequent conversations regarding the S&P 500 focus on the top heavy nature of the index 
with the 10 largest companies comprising roughly 30% of the S&P 500 index’s market value. 
As the chart below shows, this dynamic is magnified when it comes to the cryptocurrency 
universe of over 17,000 tokens.  
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Cryptocurrencies have 
shed 40% of their total 
market value since 
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The 10 largest cryptocurrencies are shown below including which sector of the ecosystem 
they represent. Dominance reflects the percentage of the total ecosystem each 
cryptocurrency accounts for with cumulative dominance showing a combined running total. 
Stablecoins have been segregated into their own category since performance is not a 
meaningful component of their profile as they all are loosely pegged to the value of $1. The 10 
largest cryptocurrencies plus the five largest stablecoins combine for 84% of the total market 
value. The diverse makeup of the 10 largest cryptocurrencies is reflected by their respective 
sectors as well as their wide-ranging performance profiles. 

 

Largest 10 cryptocurrencies + top 5 stablecoins (as of 1/27/2022) 

 Sector 
Mkt cap 

(%billions) 
Mkt cap 

dominance 

Cumulative 
mkt cap 

dominance 
YTD 

return 
90- day 
return 

1-year 
return 

          

Bitcoin Currencies $693.3 42.7% 42.7% -23.8% -41% 9% 

Ethereum 

Smart 
contract 
platforms $294.5 18.1% 60.9% -37.0% -45% 78% 

BNB 
Centralized 
exchanges $61.6 3.8% 64.7% -27.5% -28% 797% 

Cardano 

Smart 
contract 
platforms $35.0 2.2% 66.8% -26.5% -48% 194% 

Solana 

Smart 
contract 
platforms $29.0 1.8% 68.6% -51.0% -55% 2,198% 

Terra 

Smart 
contract 
platforms $23.9 1.5% 70.1% -45.4% 16% 3,331% 

Dogecoin Currencies $19.0 1.2% 71.2% -20.2% -49% 279% 

Polkadot 

Smart 
contract 
platforms $17.8 1.1% 72.3% -38.8% -59% 4% 

Avalanche 

Smart 
contract 
Platforms $16.3 1.0% 73.3% -45.3% 0% 421% 

Polygon Scaling $12.1 0.7% 74.1% -38.2% -15% 4,012% 

          
Stablecoins         
Tether   $78.19 4.8% 4.8%     
USD coin  $48.60 3.0% 7.8%     
Binance USD   $14.50 0.9% 8.7%     
TerraUSD  $11.20 0.7% 9.4%     
Dai   $9.80 0.6% 10.0%     
          
Top 10 + 
stablecoins       84.1%       

 
Data source: Truist IAG, Messari 

Cryptocurrencies as a diversifier is a myth 
As part of a prudent portfolio construction process, asset classes are selected and balanced 
toward finding the right combinations to attempt to maximize returns for a given level of risk. 
However, during turbulent risk regimes, like we are currently experiencing, cryptocurrencies 
often magnify portfolio risk, not providing portfolio ballast just when investors need it most.   



 

 

Since January 2018, correlations between Bitcoin, as a cryptocurrency market proxy, and the 
S&P 500 have risen significantly on days when the S&P 500 has declined by -1% or more. 
This helps dispel the myth that cryptocurrencies are a good diversifier during times of market 
stress.  

 

 
 

Data source: Truist IAG, FactSet 

2021, an outlier  
2021 was a highly unusual year in that markets experienced just one correction of 5% or 
more. The chart below shows six shaded time frames since the onset of the COVID pandemic 
where the S&P 500 experienced a 5% or greater drawdown. Spikes in the correlation between 
the S&P 500 and Bitcoin (as a crypto proxy) clearly demonstrate that cryptocurrencies behave 
as a risky asset during times of heightened market stress. 

 
Data source: Truist IAG, FactSet 

0.23
0.25

0.42

0.20

0.25

0.30

0.35

0.40

0.45

All Days Since
January 1, 2018

152 Days S&P 500
up at least 1%

119 Days S&P 500
down at least -1%

Bitcoin correlation with S&P 500 
on up and down days

0.59

-0.5
-0.3
-0.1
0.1
0.3
0.5
0.7

Bitcoin rolling 30-day correlations to S&P 500 since
January 2020

S&P 500 drawdowns greater than 5% BTC Correlation with S&P 500

Correlation is a 
statistical measure of 
how two securities 
move in relation to 
each other. With a 
range of +1 to -1, 
positively correlated 
assets move in the 
same direction offering 
limited diversification 
properties whereas 
negatively correlated 
assets move in 
opposite directions 
offering better potential 
diversification 
properties for a 
balanced portfolio. 



 

 

Bottom line 
Bitcoin proponents point to its value as an equity hedge, an inflation hedge and a store of 
value. These attributes are specific to Bitcoin and so far the jury is still out lacking compelling 
evidence and remain seemingly aspirational. 

Broadening the cryptocurrency lens to include the entire ecosystem, however, is slowly 
building a case for cryptocurrency as a new asset class due to the rapid emergence of the 
technology driving smart contract platforms and decentralized applications running on those 
platforms. Historically it has taken time for new asset classes to ultimately find their niche in 
fulfilling a portfolio role as they mature requiring a thoughtful approach in defining that role and 
corresponding allocation. 

This current bout of market volatility has many sources that we have writen about including 
shifting central bank policy, noisy economic data, COVID trends, and front page geopolitical 
threats. At a high level these could be summed up to an increasingly uncertain environment 
despite the current above trend economic growth. Uncertainty and short-term volatility can be 
uncomfortable, but often yield to longer-term opportunity for patient and thoughtful investors 
as conditions normalize. 

We remain activley engaged with knowledgeable market participants evaluating the role of 
cryptocurrencies and other digital asset strategies within our defined risk-reward due diligence 
framework. 

 

 

 

 

 

 

 

 

 

 

  



 

 

Disclosures 
Advisory managed account programs entail risks, including possible loss of principal and may not be suitable for all investors. 
Please speak to your advisor to request a firm brochure which includes program details, including risks, fees and expenses. 

Truist Wealth is a marketing name used by Truist Financial Corporation. Services offered by the following affiliates of Truist Financial 
Corporation: Banking products and services, including loans and deposit accounts, are provided by SunTrust Bank and Branch Banking 
and Trust Company, both now Truist Bank, Member FDIC. Trust and investment management services are provided by SunTrust Bank 
and Branch Banking and Trust Company, both now Truist Bank, and Truist Trust Company. Securities, brokerage accounts and /or 
insurance (including annuities) are offered by Truist Investment Services, Inc., and P.J. Robb Variable Corp., which Delaware are each 
SEC registered broker-dealers, members FINRA, SIPC, and a licensed insurance agency where applicable. Life insurance products are 
offered through Truist Life Insurance Services, a division of Crump Life Insurance Services, Inc., AR license #100103477, a wholly 
owned subsidiary of Truist Insurance Holdings, Inc. Investment advisory services are offered by Truist Advisory Services, Inc., GFO 
Advisory Services, LLC, Sterling Capital Management, LLC, and Precept Advisory Group, LLC, each SEC registered investment 
advisers. Sterling Capital Funds are 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. 

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. 

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. 

© 2022 Truist Financial Corporation. Truist, the Truist logo and Truist purple are service marks of Truist Financial Corporation 
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