


https://www.thebword.org/c/track-2-Bitcoin-As-A-Tool-For-Economic-Empowerment
https://www.coindesk.com/markets/2021/07/09/usdc-assets-to-be-disclosed-in-sec-filings-circle-ceo-says/
https://www.coindesk.com/markets/2021/08/10/what-we-know-and-dont-know-about-stablecoins-dollar-backing/
https://www.coindesk.com/markets/2021/08/23/visa-takes-first-step-into-nfts-with-cryptopunk-purchase-for-almost-150k/
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Quarterly Review: Q3 2021

Bitcoin:
Trends

● Bitcoin hashrate recovery

● Lightning Network growth

● Grayscale premium



Hashrate Recovered Rapidly in Q3

Source: Coin Metrics, https://miningpoolstats.stream/bitcoin
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Lightning Network Capacity Grew in Q3

13
Source: https://bitcoinvisuals.com/lightning

See also: A Deep Dive Into Lightning as a Bitcoin Scaling Solution
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2020’s GBTC Premium Flipped Red in 2021

14
Note: CoinDesk and Grayscale are subsidiaries of Digital Currency Group (DCG). CoinDesk maintains editorial independence from
DCG. Source: Skew
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Quarterly Review: Q3 2021

Bitcoin:
Markets

● Bitcoin market capitalization

● Monthly price performance

● Bitcoin dominance



Bitcoin Price Fared Well in Q3 Following a Poor Q2
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Source: CoinDesk Bitcoin Price Index (XBX)

$0

$200

$400

$600

$800

$1,000

$1,200

$1,400

$0

$10,000

$20,000

$30,000

$40,000

$50,000

$60,000

$70,000

Jul 20 Aug 20 Sep 20 Oct 20 Nov 20 Dec 20 Jan 21 Feb 21 Mar 21 Apr 21 May 21 Jun 21 Jul 21 Aug 21 Sep 21 Oct 21

M
a

rk
e

t 
C

a
p

it
a

liz
a

ti
o

n
 (

$
U

S
D

, 
b

ill
io

n
s
)

B
it

c
o

in
 P

ri
c

e
 (

$
U

S
D

)

Market Capitalization

Closing Price (USD)



September Is Typically a Bad Month for Bitcoin Price

17
Source: CoinDesk Bitcoin Price Index (XBX) 

2015 2016 2017 2018 2019 2020 2021

July 11.0% 0.1% 6.7% 21.4% (8.5%) 24.3% 14.4%

August (20.8%) (9.7%) 72.0% (8.7%) (3.8%) 2.7% 22.5%

September 4.8% 5.4% (10.0%) (5.4%) (14.4%) (8.0%) (10.3%)

Q3 (7.9%) (4.8%) 65.2% 4.8% (24.6%) 17.4% 25.7%
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Quarterly Review: Q3 2021

Bitcoin:
Trading

● Spot volumes

● BTC futures

● BTC options

● Liquidations



BTC Spot Volumes Dipped in Q3 Following Record Q2
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Source: CoinDesk Research
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BTC Futures Indicative of Increased Investor Interest

22
Source: Skew
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Liquidations Spike, Causing Leverage Concerns

25
Source: Skew
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Quarterly Review: Q3 2021

Bitcoin:
On-Chain

● Exchange flows

● Average transaction fees

● Coin days destroyed

● Liquidity



Bitcoin Left Exchanges in Q3

27
Source: Glassnode
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Bitcoin Fees Bottomed Out in Q3

28
Source: Coin Metrics
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CDD Spikes in Q3 Either Suggest Selling or Consolidation

29
Source: Glassnode

See also: Coin Days Destroyed (Report)
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Bitcoin’s Liquidity Is Slowly Falling as Investors Continue to “HODL”

30
Source: Glassnode
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Quarterly Review: Q3 2021

Ethereum:
Trends

● EIP 1559

● Beacon Chain network data

● Gas fees

● MEV



33

Ξ0K
Ξ12K

Ξ25K

Ξ40K

Ξ54K
Ξ66K

Ξ76K

Ξ97K

Ξ116K

Ξ143K

Ξ169K

Ξ210K

Ξ249K

Ξ276K

Ξ295K

Ξ316K

Ξ336K

Ξ356K

Ξ373K

Ξ397K

$0

$500

$1,000

$1,500

$2,000

$2,500

$3,000

$3,500

$4,000

$4,500

0K Ξ

50K Ξ

100K Ξ

150K Ξ

200K Ξ

250K Ξ

300K Ξ

350K Ξ

400K Ξ

450K Ξ

E
T

H
 P

ri
c

e
 (

$
U

S
D

)

E
T

H
 B

u
rn

t

Cumulative ETH Burnt

ETH Price



Arguably, the main intention of EIP 1559 was to stabilize Ethereum’s transaction fee market. The upgrade implemented a 
12.5% base fee shift per block, depending on demand for block space in the most recently mined block. While the hard fork 
had minimal impact on reducing transaction fees, it met its intended goal and reduced transaction fee volatility and 
abnormalities. The common misconception that gas fees increased post-EIP 1559 is largely due to the simultaneous mania in 
NFT markets, which increased by multitudes in August and September.

Gas Price Stabilizes After EIP 1559

Transaction 
Fee Volatility

See also: 4 Common Misperceptions of EIP 155934
Source: https://twitter.com/takenstheorem

https://www.coindesk.com/tech/2021/06/18/4-common-misperceptions-about-ethereums-eip-1559-upgrade/
https://twitter.com/takenstheorem


Source: CoinDesk Research

A controversial impact of EIP 1559 was the transition to burning base transaction fees, directly taking away from miner revenue. Since 

Aug. 4, there has been no significant change in the USD value of revenue, likely due to mania in NFT markets and an increase in ether 

price. Critics of the upgrade warn users of the consequences of alienating miners, especially as the network nears its transition to Proof-

of-Stake. It will be important to keep an eye on miner behavior as those stakeholders are gradually left behind. Miners have still been 

buying millions of dollars worth of mining equipment, taking a large bet on a delay of the merge. Furthermore, China’s most recent 

crackdown has led to SparkPool and BeePool, the second- and fourth-largest mining pools, to cease operations.

Ethereum Miner Revenue Post EIP 1559

Ethereum 
Miner 
Revenue
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https://www.coindesk.com/business/2021/09/28/chinese-ethereum-mining-pool-beepool-to-shut-down-following-crackdown/


MEV & EIP 1559

Maximal Extractible Value (MEV)

was one of the most notable ETH 

topics in Q2 2021. However, a 

slowdown in trading on 

decentralized exchanges (DEX) 

such as Uniswap and Sushi, paired 

with the implementation of a 

mandatory base fee, made value 

more difficult to extract.

Before mandatory base fees were 

implemented, miners were able to 

submit and accept zero ether 

transaction fees to perform smaller 

and more common MEV captures. 

EIP 1559 solidified the need to pay a 

base fee, disincentivizing small 

extractions via liquidations and 

front-running.

Flashbots, an organization working 

to highlight the externalities of MEV, 

recorded $42.2 million being subject 

to MEV this quarter, in contrast to 

$328.1 million during Q2.

36MEV Tops Out

$165M

$220M

$310M

$352M

$427M

$621M

$681M
$686M

$714M $727M

0%

5%

10%

15%

20%

25%

30%

35%

40%

45%

50%

$0M

$100M

$200M

$300M

$400M

$500M

$600M

$700M

$800M

Jan 21 Feb 21 Mar 21 Apr 21 May 21 Jun 21 Jul 21 Aug 21 Sep 21

Cumulative MEV (millions)

MoM Growth

https://www.coindesk.com/tech/2021/07/14/valid-points-the-problem-with-mev-on-ethereum/


Beacon Chain Client Diversity

Client Diversity: 

While Ethereum 2.0 has been extremely 

healthy by most metrics, the network has 

an issue with client diversity. The majority 

Eth 2.0 client, Prysm, currently accounts 

for around 60% of the network. Further 

diversity is desired for a secure transition 

to Proof-of-Stake.

Validator Growth: 

After starting Q3 with 181,053 active network 

validators, the Beacon Chain now has a total of 

236,623, a 30.7% increase. The “deposit 

contract” passed Wrapped Ethereum as the 

largest holder of ether, with a total of 7,678,370 

units locked for staking.

References for ETH2 Data: 

Ethereum Core Devs Call

Valid Points Newsletter

What’s New in Eth2

Beacon Chain

@superphiz

Participation Rate:

The participation rate is a measure of the 

percentage of validators that are “online” and 

performing proposals and attestations. 

Participation rates remained promising during 

Q3, starting the quarter at 99.03% and falling 

to a low of 97.4% on Aug. 20 due to a 

misconfiguration with decentralized staking 

provider Lido and its client, Lighthouse.
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Quarterly Review: Q3 2021

Ethereum:
Markets

● Market capitalization

● ETH / BTC

● ETH dominance



Ether Ends Q3 Up 31.8%

39
Source: CoinDesk Ethereum Price Index (ETX)
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ETH / BTC Has Steadily Improved YoY

How has ETH / BTC fared?

40
Source: CoinDesk Ethereum Price Index (ETX), CoinDesk Bitcoin Price Index (XBX)
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https://www.coindesk.com/tech/2021/09/15/valid-points-the-success-of-ethereums-alternative-ecosystems/


Quarterly Review: Q3 2021

Ethereum:
Trading

● Spot volumes

● ETH futures

● ETH options



Ethereum Spot Volumes Grow Substantially YoY

DRAFT

43
Source: Skew
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ETH Futures Indicative of Increased Investor Interest

45
Source: Skew
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Total Value 

Locked in DeFi 

DeFi TVL Hits New Highs 50
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CoinDesk Ethereum Price Index (ETX),
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OpenSea Volume Grows 36x February to August
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https://www.coindesk.com/tech/2021/08/30/institutional-nft-interests-heats-up-as-three-arrows-capital-announces-starry-night-fund/
https://dune.xyz/eliasimos/cryptopunks-


https://www.coindesk.com/markets/2021/09/20/coinbase-drops-planned-lend-program-after-sec-warning/
https://www.coindesk.com/policy/2021/09/03/sec-investigating-uniswap-labs-report/


Binance’s 
Regulatory 
Woes

Q3 Regulatory Timeline for Binance
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Stablecoin 
Wars

Stablecoin Wars Heat Up

The top three stablecoins by 
market capitalization, USDT, 
USDC and BUSD, grew 16.5% 
QoQ, bringing the total stablecoin
market cap to $128.0 billion. While 
USDT remains the largest 
stablecoin, backing company 
Tether’s lack of transparency has 
allowed competitors to take 
market share, with USDC now 
controlling 26.4% of the market, 
up from 14.5% at the beginning of 
the year. 

Circle’s SPAC deal and Tether’s 
legal battles kept stablecoin
reserves at the forefront of crypto 
markets through Q3. Pressure 
from users and regulators led 
several stablecoin issuers to 
publish their reserves early in the 
quarter, without publishing 
specific investments. However, 
during August, Circle announced a 
plan to hold 100% of USDC 
reserves in cash and short-term 
treasuries starting as early as 
September.

Stablecoins have come to be an 
effective base pairing for 
exchanges, a means of leverage 
across lending markets and a form 
of seed capital for blossoming 
DeFi protocols. On Ethereum 
alone, Curve and Uniswap v3 
combined hold over $2.75 billion 
worth of USDT, USDC and DAI, 
while Aave and Compound have 
over $14 billion in those three 
assets borrowed from their 
liquidity. 
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https://www.circle.com/blog/circle-to-become-a-public-company
https://www.coindesk.com/policy/2021/08/31/tether-asks-court-to-block-nyag-from-releasing-documents-to-coindesk/


Crypto Tax 
Provision

US Taxes and Crypto

A bipartisan infrastructure bill
proposed in Congress looked to 
raise $28 billion in tax revenue 
from increased reporting 
regulations for cryptocurrency 
brokers. The definition of broker 
was written to include “software 
wallet developers, hardware wallet 
manufacturers, multisig service 
providers, liquidity providers, DAO 
token holders and potentially even 
miners,” according to Kristin Smith 
of the Blockchain Association.

Senators Wyden, Toomey and 
Lummis worked to create an 

amended version of the bill that
would further clarify that some 
entities would be excluded from 
increased reporting requirements; 
specifically, “persons who engage 
in mining or staking, selling 
hardware or software that an 
individual may use to control a 
private key, or developing digital 
assets or their corresponding 
protocols for use by other 
persons if such other persons are 
not customers.”

The amended crypto provisions 
received bipartisan support but 

were ultimately stopped by a 
single senator and the original bill 
was passed and sent to the 
House. Sen. Rob Portman, the 
initial writer of the crypto tax 
provision, provided clarity and 
signaled that miners, validators 
and nodes would not be subject to 
comply as brokers under the new 
legislation. 
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https://www.coindesk.com/policy/2021/07/28/new-infrastructure-bill-looks-to-raise-30b-through-crypto-taxes/
https://www.finance.senate.gov/chairmans-news/wyden-lummis-toomey-amendment-would-clarify-digital-asset-reporting-requirements
https://www.coindesk.com/markets/2021/08/10/us-senate-sends-infrastructure-bill-to-house/
https://www.coindesk.com/policy/2021/08/24/state-of-crypto-the-latest-on-congresss-crypto-tax-provision/
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CoinDesk Research’s Favorite Tweets of Q3 2021

https://www.coindesk.com/binance-regulation-compliance-journey-frameworks
https://twitter.com/CoinDesk/status/1401153679995117570
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