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Executive summary
November started strong but macroeconomic factors slowed the progress of the crypto  
bull market. However, on the fundamental side, there are no worrying signs. The trend of 
institutional adoption remained strong for Bitcoin in November and will be its biggest driver 
for growth. 

Litecoin looks forward to its protocol upgrade in January 2022 that will bring total privacy as 
an opt-in feature. Bitcoin had the most significant improvement from a valuation perspec-
tive, but Litecoin remains the cheapest.

Ethereum has been an outperformer and remains the dominant platform chain in the face 
of stiff competition. It also enjoys the narrative of ultrasound money as EIP-1559 has signifi-
cantly reduced inflation.

Polkadot parachain auctions have gone live and have seen significant participation. The 
parachains will be going live around 17 December 2021. In recent months, Cardano has 
been an underperformer as the market waits for decentralised applications to go live on the 
mainnet.

Decentralised finance continued to underperform. Product innovation to offer better capital 
efficiency and institutional pools may provide the catalyst for growth.

Contact
research@seba.swiss

Table 1: Price performance in USD of the assets in coverage universe as of 30 November 2021

Days SEBAX®* BTC LTC XLM ETH ADA DOT UNI YFI SNX AAVE LINK

365/SI 423% 190% 137% 66% 657% 805% 608% 460% 12% 62% 236% 78%

YTD 271% 97% 67% 163% 529% 757% 310% 311% 30% 6% 191% 126%

180 49% 46% 8% -21% 62% -16% 41% -26% -35% -43% -35% -21%

90 16% 17% 15% -5% 22% -46% 15% -32% -26% -38% -37% -14%

60 34% 19% 26% 13% 41% -31% 19% -17% -6% -27% -15% -3%

30 -2% -7% 9% -10% 8% -21% -11% -15% -13% -24% -18% -15%

*  SEBAX® Index
Source: SEBA Bank, Coinmetrics
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1.  
Introduction
November was another tumultuous month for the market as multiple events led to sharp 
movements in price. Early in the month, the market made new highs as bitcoin reacted 
positively to high inflation reported in the United States and touched an all-time high of 
USD 69,000. 

A sharp sell-off followed, and the “hedge against inflation” narrative took a hit as the  
markets feared that consistently high inflation might force an end to the expansionary 
monetary policy being followed by central banks leading to tapering and rate hikes. In this 
regard, bitcoin and crypto assets behave as a risk-on asset class correcting with other risk 
markets like equity as the risk-free rate increases. 

Fears over the growing spread of the new Covid-19 variant, Omicron, added fuel to the fire 
and the market continued to bleed and the month ended with only LTC and ETH closing on 
a positive note. The markets have remained under pressure in the initial days of December  
as macro events continue to dominate the sentiment. With limited control over these  
macro events, let us explore what is happening within the crypto universe.

In this Digital Investor, we look 
at recent crypto market  
developments. In November, 
many currencies printed new 
highs and corrected sharply 
thereafter. While macro  
uncertainties have increased 
with a hawkish Fed and the 
discovery of the Omicron  
variant, crypto fundamentals 
look solid.
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2.  
Bitcoin
Bitcoin recorded an eventful month with its first significant protocol upgrade in four years 
going live, nicknamed Taproot. The Taproot upgrade improves the privacy and scalability 
of the protocol by not requiring conditional, and multi-sig transactions need to print un-
executed information onto the blockchain. Consequently, transactions with different sig-
nature types look similar, improving privacy. For more information on the upgrade, please 
refer to our Crypto Market Monitor on the topic.

Source: SEBA Bank, @therationalroot on Twitter
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Figure 1: The Taproot upgrade improves fungibility and privacy of Bitcoin transactions

https://www.seba.swiss/publications/cmm-seba-bank-26112021.pdf
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For Bitcoin, adoption is one of the critical drivers for growth, and the trend remains positive 
as large institutions made further forays into bitcoin and the crypto asset class. Large banks 
are reportedly exploring ways to use bitcoin as collateral in borrowing. Paradigm, a crypto 
native venture capital firm, announced it had raised USD 2.5 billion for its new venture fund. 
This made it the largest ever crypto fund, eclipsing Andreessen Horowitz’s Crypto Fund III 
that raised USD 2.2 billion in June. Fidelity Investments also launched a spot-based Bitcoin 
ETF in Canada, making it the largest asset manager with a crypto ETF. Perma-bull Michael 
Saylor announced that MicroStrategy had bought an additional 7,002 BTC, bringing the  
total holdings by the company to 121,044 BTC or USD 6.9 billion. Such strong momentum in 
institutional adoption bodes well for the long-term outlook.

On-chain indicators have improved over the last month. The “net monthly HODLer position 
change” tracks the number of coin days added or destroyed over a rolling 30-day period. 
When the indicator is in red or is sloping downwards, it indicates a period of distribution, with 
coin days being destroyed as new buyers come in. This typically happens before a sharp run-
up in price. From the current situation, it seems we may be entering this period, and if not for 
macro events, the bull market would have been in force. 

Figure 2: Net monthly HODLer position indicates that BTC may be entering  
a period of distribution
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https://www.coindesk.com/business/2021/12/02/goldman-sachs-other-wall-street-banks-exploring-bitcoin-backed-loans-sources/
https://www.paradigm.xyz/2021/11/paradigms-new-venture-fund/
https://a16z.com/2021/06/24/crypto-fund-iii/
https://www.bloomberg.com/news/articles/2021-12-01/fidelity-to-offer-a-bitcoin-etf-in-canada-amid-sec-pushback
https://twitter.com/saylor/status/1465305537210458115
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The behavioural indicator, market value to realised value ratio (MVRV), paints a similar pic-
ture. BTC’s MVRV reduced sharply in November by 13%, the highest fall of the four payment 
coins. At an absolute level, LTC trades at the lowest MVRV of 1.4, followed by ETH at 2, BTC 
at 2.3 and XLM at 2.5.

3.  
Alternative Payment Chains
Litecoin was last month’s outperformer as its own protocol upgrade, MimbleWimble Exten-
sion Blocks (MWEB), is expected to go live in January 2022. MWEB will be an opt-in feature 
bringing full fungibility and privacy to Litecoin. An opt-in model for a privacy feature is ide-
al as it allows users to enjoy the privacy benefits while also mitigating the risk of adverse 
regulation. Centralised solutions that do not accept privacy coins may continue to accept 
Litecoin by opting out of MWEB. For more information on MWEB, please refer to this post by 
the Litecoin Foundation.

Payment protocols are trading at attractive prices according to valuation metrics. The valu-
ation of the payment protocols can be measured through their network value to transactions 
value ratio (NVT). BTC saw a 27% decrease in its NVT ratio, falling to levels not seen since 
the mini bear market in Q2-Q3 2021. XLM and LTC also saw a fall in their NVT ratios of 16% 
and 12%, respectively, while ETH’s NVT increased marginally by 2%. On an absolute basis, 
LTC trades at the cheapest NVT of 56, followed by ETH at 57 and BTC at 62. XLM trades at a 
much higher NVT ratio of 245.

Figure 3: Sharp reduction in NVT ratios of BTC, LTC and XLM in November
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Figure 4: MVRV ratios for BTC, LTC, and XLM trade below their yearly average
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https://litecoin-foundation.org/the-battle-for-sound-money/
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4.  
Ethereum
Ethereum price increased strongly in November. It enjoys a unique position in the crypto 
market. As an established platform chain with the properties of a payment coin. Ethere-
um’s market cap, vintage, and network size allow it to act as a medium of exchange, store 
of value, and unit of account, second only to Bitcoin. One of the latest protocol updates 
(EIP-1559) also cemented strong tokenomics for ETH, and the protocol has since burnt 
more than 1 million ETH or USD 4.7 billion, which would have otherwise increased supply. 
For November, the average daily net inflation was a mere 0.8%, an >80% reduction since 
pre-EIP 1559 inflation of 4.5%.

Figure 5: Ethereum inflation has fallen significantly since the implementation  
of EIP-1559
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Competition from newer, faster platform chains represents the biggest threat to Ethereum 
as transaction costs on the protocol remain high. While Ethereum’s total value locked (TVL) 
market share is slowly eroding, it remains the dominant platform.

In earlier Digital Investors, we compared various platforms TVL to proxy adoption. Howev-
er, this metric has its limitation as TVL is denominated mainly in crypto assets, its trend is 
positively correlated with price. As an additional proxy for usage, we compare the volumes 
on various decentralised exchanges (DEXes). Of the top 10 DEXes analysed, 5 DEXes were 
on Ethereum with a combined volume share of 62%. This shows that Ethereum remains the 
dominant platform chain even with exorbitant gas prices.

Figure 6: Uniswap on Ethereum has the highest market share of all DEXes
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5.  
Alternative Platform Chains
Polkadot parachain auctions went live in November and generated significant communi-
ty interest. Three parachain auctions have concluded, with Acala, Moonbeam, and Astar 
successfully bidding for their slot. The parachains are expected to go live after the first auc-
tion batch completes on 16 December 2021. This will finally make Polkadot the layer-0 to 
various blockchain ecosystems focussing on decentralised finance, NFTs, identity solutions, 
metaverse, and more.

So far, more than 75 million DOT or USD 2.2 billion have been locked in the three successful 
parachain bids, accounting for ~8% of the circulating supply. These DOT will be locked for 96 
weeks, effectively taking them out of circulation. Two batches of five auctions will take place 
on Polkadot, and if the current trend continues, more than 20% of DOT may get locked in just 
the first ten auctions. Kusama, Polkadot’s canary network, is conducting its 17th parachain 
auction, with 30% of total supply locked.

After its stellar rise in H1 2021, Cardano has been a laggard in the second half of the year. 
Smart contract functionality went live for Cardano in September; however, the lack of devel-
oper tooling and unforeseen issues with the e-UTXO accounting model have slowed the de-
velopment of applications. November also saw regulatory concerns as eToro, an exchange, 
delisted Cardano for its US customers. The exchange gave no clear reason, citing only the 
“evolving regulatory environment”.

Average daily transactions show the adoption of the networks and saw significant growth 
for both protocols. Average daily transactions on Polkadot increased by 95% to ~362,000. 
Cardano also saw an increase of 83% in daily transaction count to ~150,000. 

Figure 7: Transaction count on Polkadot is more than two times that on Cardano
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6.  
Decentralised Finance
DeFi tokens have underperformed this year as they have suffered from other more dominant 
narratives taking away the limelight. Q1 2021 started strong for DeFi, but platform chains, 
meme coins, NFTs, and metaverse projects have dominated the narrative for the remainder 
of the year. The past two months saw an uptick in user activity, but growth is still lower than 
in Q1 and Q2.

Figure 8: DeFi user activity has increased in Q4 2021
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Individually, the protocols under coverage continue to build and innovate. Uniswap volumes 
have increased month on month since July, and November was the best month for Uniswap 
both in terms of absolute volume and market share. This is primarily due to the improve-
ments in capital efficiency brought in by Uniswap’s v3 implementation. SushiSwap, a fork 
of Uniswap, has seen a decrease in market share and faced turnover in team members and 
allegations of misconduct. 

Figure 9: Uniswap volume of USD 84 billion for November was a new monthly high 
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Figure 10: YFI and AAVE TVL growth has outpaced market cap growth
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Aave is also preparing a significant upgrade to its protocol, Aave v3. This upgrade will allow 
for cross-chain DeFi for users, better capital efficiency for borrowers, and improved risk man-
agement for the protocol. Aave Arc, the institutional product, added Fireblocks as a whitelis-
ter for onboarding KYC/AML approved users, and there is a proposal to adopt Securitise as 
the second whitelister. 

Institutional adoption through KYC/AML regulated pools, and better capital efficiency may 
bring the next leg of growth to the performance starved DeFi space. With valuations falling 
to yearly lows of 0.2 Market Cap/TVL for YFI and 0.3 Market Cap/TVL for Aave, the space 
looks attractive. 

https://governance.aave.com/t/introducing-aave-v3/6035
https://governance.aave.com/t/add-fireblocks-as-a-whitelister-on-aave-arc/5753
https://governance.aave.com/t/arc-appoint-securitize-as-a-whitelister-to-aave-arc/6434
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7.  
Conclusion
November was mixed with new all-time highs and significant volatility due to macro events. 
Whether these events have slowed or stopped the bull market is yet to be seen, but on-chain 
and fundamental metrics only seem to be improving. The crypto asset class is still young 
enough that if fundamentals and adoption can improve, it may outweigh whatever impact 
the worsening macro condition may have. However, it will still be affected by them, at least in 
the short run, as it continues to be treated as a risk-on asset class. Zooming out, it becomes 
evident that if crypto even delivers on a fraction of the promise it holds, it has a long way to 
grow still.

Figure 11: Comparison of the market cap of different asset classes show how young 
crypto is as an asset class

Source: SEBA Bank, World Bank, 8marketcap, SIFMA, Trading Economics, Savills, Coinmarketcap
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Disclaimer

This document has been prepared by SEBA Bank AG (“SEBA”) in Switzerland. SEBA is a Swiss bank and securities dealer with its Head Office and legal domicile in Switzerland. It is authorized 
and regulated by the Swiss Financial Market Supervisory Authority (FINMA). This document is published solely for information purposes; it is not an advertisement nor is it a solicitation or 
an offer to buy or sell any financial investment or to participate in any particular investment strategy. It is not directed to, or intended for distribution to or use by, any person or entity who 
is a citizen or resident of or located in any locality, state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation or would 
subject SEBA to any registration or licensing requirement within such jurisdiction. 

No representation or warranty, either express or implied, is provided in relation to the accuracy, completeness or reliability of the information contained in this document, except with 
respect to information concerning SEBA. The information is not intended to be a complete statement or summary of the financial investments, markets or developments referred to in the 
document. SEBA does not undertake to update or keep current the information. Any statements contained in this document attributed to a third party represent SEBA‘s interpretation of the 
data, information and/or opinions provided by that third party either publicly or through a subscription service, and such use and interpretation have not been reviewed by the third party. 

Any prices stated in this document are for information purposes only and do not represent valuations for individual investments. There is no representation that any transaction can or 
could have been effected at those prices, and any prices do not necessarily reflect SEBA’s internal books and records or theoretical model-based valuations and may be based on certain 
assumptions. Different assumptions by SEBA or any other source may yield substantially different results. 

Nothing in this document constitutes a representation that any investment strategy or investment is suitable or appropriate to an investor’s individual circumstances or otherwise consti-
tutes a personal recommendation. Investments involve risks, and investors should exercise prudence and their own judgment in making their investment decisions. Financial investments 
described in the document may not be eligible for sale in all jurisdictions or to certain categories of investors. Certain services and products are subject to legal restrictions and cannot 
be offered on an unrestricted basis to certain investors. Recipients are therefore asked to consult the restrictions relating to investments, products or services for further information. Fur-
thermore, recipients may consult their legal/tax advisors should they require any clarifications. SEBA and any of its directors or employees may be entitled at any time to hold long or short 
positions in investments, carry out transactions involving relevant investments in the capacity of principal or agent, or provide any other services or have officers, who serve as directors, 
either to/for the issuer, the investment itself or to/for any company commercially or financially affiliated to such investment. 

At any time, investment decisions (including whether to buy, sell or hold investments) made by SEBA and its employees may differ from or be contrary to the opinions expressed in SEBA 
research publications. 

Some investments may not be readily realizable since the market is illiquid and therefore valuing the investment and identifying the risk to which you are exposed may be difficult to 
quantify. Investing in digital assets including crypto assets as well as in futures and options is not suitable for every investor as there is a substantial risk of loss, and losses in excess of an 
initial investment may under certain circumstances occur. The value of any investment or income may go down as well as up, and investors may not get back the full amount invested. Past 
performance of an investment is no guarantee for its future performance. Additional information will be made available upon request. Some investments may be subject to sudden and 
large falls in value and on realization you may receive back less than you invested or may be required to pay more. Changes in foreign exchange rates may have an adverse effect on the 
price, value or income of an investment. Tax treatment depends on the individual circumstances and may be subject to change in the future. 

SEBA does not provide legal or tax advice and makes no representations as to the tax treatment of assets or the investment returns thereon both in general or with reference to specific 
investor’s circumstances and needs. We are of necessity unable to take into account the particular investment objectives, financial situation and needs of individual investors and we would 
recommend that you take financial and/or tax advice as to the implications (including tax) prior to investing. Neither SEBA nor any of its directors, employees or agents accepts any liability 
for any loss (including investment loss) or damage arising out of the use of all or any of the Information provided in the document. 

This document may not be reproduced or copies circulated without prior authority of SEBA. Unless otherwise agreed in writing SEBA expressly prohibits the distribution and transfer of 
this document to third parties for any reason. SEBA accepts no liability whatsoever for any claims or lawsuits from any third parties arising from the use or distribution of this document.

Research will initiate, update and cease coverage solely at the discretion of SEBA. The information contained in this document is based on numerous assumptions. Different assumptions 
could result in materially different results. SEBA may use research input provided by analysts employed by its affliate B&B Analytics Private Limited, Mumbai. The analyst(s) responsible for 
the preparation of this document may interact with trading desk personnel, sales personnel and other parties for the purpose of gathering, applying and interpreting market information 
The compensation of the analyst who prepared this document is determined exclusively by SEBA.
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Austria: SEBA is not licensed to conduct banking andfinancial activities in Austria nor is SEBA supervised by the Austrian Financial Market Authority (Finanzmarktaufsicht), to which this 
document has not been submitted for approval. France: SEBA is not licensed to conduct banking and financial activities in France nor is SEBA supervised by French banking and financial 
authorities. Italy: SEBA is not licensed to conduct banking and financial activities in Italy nor is SEBA supervised by the Bank of Italy (Banca d’Italia) and the Italian Financial Markets Su-
pervisory Authority (CONSOB - Commissione Nazionale per le Società e la Borsa), to which this document has not been submitted for approval. Germany: SEBA is not licensed to conduct 
banking and financial activities in Germany nor is SEBA supervised by the German Federal Financial Services Supervisory Authority (Bundesanstalt für Finanzdienstleistungsaufsicht), to 
which this document has not been submitted for approval. Hong-Kong: SEBA is not licensed to conduct banking and financial activities in Hong-Kong nor is SEBA supervised by banking 
and financial authorities in Hong-Kong, to which this document has not been submitted for approval. This document is not directed to, or intended for distribution to or use by, any person 
or entity who is a citizen or resident of or located in Hong-Kong where such distribution, publication, availability or use would be contrary to law or regulation or would subject SEBA to any 
registration or licensing requirement within such jurisdiction. This document is under no circumstances directed to, or intended for distribution, publication to or use by, persons who are not 
“professional investors” within the meaning of the Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong) and any rules made thereunder (the “SFO”). Netherlands: This 
publication has been produced by SEBA, which is not authorised to provide regulated services in the Netherlands. Portugal: SEBA is not licensed to conduct banking and financial activities 
in Portugal nor is SEBA supervised by the Portuguese regulators Bank of Portugal “Banco de Portugal” and Portuguese Securities Exchange Commission “Comissao do Mercado de Valores 
Mobiliarios”. Singapore: SEBA is not licensed to conduct banking and financial activities in Singapore nor is SEBA supervised by banking and financial authorities in Singapore, to which 
this document has not been submitted for approval. This document was provided to you as a result of a request received by SEBA from you and/or persons entitled to make the request on 
your behalf. Should you have received the document erroneously, SEBA asks that you kindly destroy/delete it and inform SEBA immediately. This document is not directed to, or intended 
for distribution to or use by, any person or entity who is a citizen or resident of or located in Singapore where such distribution, publication, availability or use would be contrary to law or 
regulation or would subject SEBA to any registration or licensing requirement within such jurisdiction. This document is under no circumstances directed to, or intended for distribution, pub-
lication to or use by, persons who are not accredited investors, expert investors or institutional investors as declned in section 4A of the Securities and Futures Act (Cap. 289 of Singapore) 
(“SFA”). UK: This document has been prepared by SEBA Bank AG (“SEBA”) in Switzerland. SEBA is a Swiss bank and securities dealer with its head offce and legal domicile in Switzerland. It 
is authorized and regulated by the Swiss Financial Market Supervisory Authority (FINMA). This document is for your information only and is not intended as an offer, or a solicitation of an 
offer, to buy or sell any investment or other specific product.

SEBA is not an authorised person for purposes of the Financial Services and Markets Act (FSMA), and accordingly, any information if deemed a financial promotion is provided only to 
persons in the UK reasonably believed to be of a kind to whom promotions may be communicated by an unauthorised person pursuant to an exemption under the FSMA (Financial Promo-
tion) Order 2005 (the “FPO”). Such persons include: (a) persons having professional experience in matters relating to investments (“Investment Professionals”) and (b) high net worth bodies 
corporate, partnerships, unincorporated associations, trusts, etc. falling within Article 49 of the FPO (“High Net Worth Businesses”). High Net Worth Businesses include: (i) a corporation 
which has called-up share capital or net assets of at least GBP 5 million or is a member of a group in which includes a company with called-up share capital or net assets of at least GBP 5 
million (but where the corporation has more than 20 shareholders or it is a subsidiary of a company with more than 20 shareholders, the GBP 5 million share capital / net assets requirement 
is reduced to GBP 500,000); (ii) a partnership or unincorporated association with net assets of at least GBP 5 million and (iii) a trustee of a trust which has had gross assets (i.e. total assets 
held before deduction of any liabilities) of at least GBP 10 million at any time within the year preceding the promotion. Any financial promotion information is available only to such persons, 
and persons of any other description in the UK may not rely on the information in it. Most of the protections provided by the UK regulatory system, and compensation under the UK Financial 
Services Compensation Scheme, will not be available.
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