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Executive Summary
•	 July 2022 has been the best performing month for Bitcoin and the overall crypto markets 

this year. Ethereum led the rally with 58% positive returns, followed by smart contract 
platforms Avalanche, Solana, and Polkadot, all of which outperformed Bitcoin

•	 Ethereum is in the final stages of its transition to proof of stake and continues to build  
momentum within the ecosystem. The last testnet will merge in August, followed by main-
net merge in September 2022

•	 On-chain activity for alternative platform blockchains is growing with Avalanche having 
the highest number of new addresses, Solana with the highest numbers of daily transac-
tion count, and one of the Polkadot parachains, Acala doubled its TVL with the help of 
native stablecoin called AUSD

•	 Decentralised finance sector tokens from the SEBA coin universe have outperformed last 
month. Yearn Finance generated the most positive returns, followed by Aave, Uniswap, 
and Synthetix

Contact
research@seba.swiss
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1.  
Outlook
After the prolonged downward trend of cryptocurrency prices for almost all months this year, 
July 2022 has been the time of recovery for the crypto markets. The total market cap in-
creased by 24%, and it is now once again more than USD 1 trillion. The upward rally was 
led by the smart contract platform, Ethereum (ETH), gaining 58% in one month, followed by 
Bitcoin (BTC) at 21%. All assets in the SEBA coin universe have generated a positive return in 
the last 30 days, with DeFi as a sector outperforming others.

The macroeconomic scenario remains uncertain given Covid-19 outbreaks and lockdowns 
in China, and the unstable geopolitical situation of war in Ukraine, which continue to result in 
higher-than-expected inflation worldwide, especially in the United States and major Europe-
an economies. The forecast for growth has slowed down compared to the last year, given the 
high energy and food prices, reduced household purchasing power, tighter monetary policy, 
and disturbed supply chains worldwide. Policymakers are trying to control rising inflation 
that can potentially enable a positive outlook and growth soon.

Equity and crypto markets 
 recovered at the heels of  
recent FOMC meeting,  
negative GDP growth  
numbers, and the momentum 
towards highly anticipated 
Ethereum merge

Table 1: Performance of SEBAX® Index and SEBA Bank universe assets as of 1 August 2022

30 Days 90 Days YTD 365 Days

SEBAX 31% -40% -57% -47%

BTC 21% -39% -50% -42%

ETH 58% -41% -54% -34%

LTC 17% -41% -59% -57%

XLM 7% -32% -56% -58%

ADA 15% -34% -61% -61%

DOT 28% -42% -68% -53%

SOL 29% -52% -75% 24%

AVAX 48% -61% -78% 84%

UNI 72% 21% -51% -62%

LINK 25% -32% -61% -66%

AAVE 74% -32% -62% -69%

SNX 60% -25% -35% -63%

YFI 100% -37% -67% -66%

MANA 17% -35% -70% 42%

SAND 24% -38% -78% 122%

ENJ 29% -43% -76% -56%

Source: SEBA Bank, Coin Metrics
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Cboe volatility Index (VIX), commonly referred to as the ‘fear gauge’ of the US (United 
States) stock market, shows the future 30 days of expected volatility in the market. It is low 
when the stocks are in the uptrend and would rise only when the fear in the market is grow-
ing. BTC still has a long way to go to be termed as an uncorrelated asset. The chart below 
shows that BTC has been increasingly correlated with Nasdaq and inversely correlated 
with VIX. This goes to show that Bitcoin does not perform well when the overall sentiment in 
the US stock market is risk-off, a far cry from a safe haven asset.

The SEBAX® Index, a selection of blue-chip cryptocurrencies, has also recovered in the 
last month by 31%. During the same time, alternative smart contract platforms such as 
Avalanche (AVAX), Solana (SOL), and Polkadot (DOT) have recovered more than Bitcoin 
but less than DeFi tokens, Uniswap (UNI), Aave (AAVE), Synthetix (SNX), and Yearn Finance 
(YFI). It is essential to note the year-to-date (YTD) performance of all assets in the SEBA 
coin universe are still negative, with Synthetix losing the least by 35% and Avalanche los-
ing the highest at 78%.

Figure 1: 90-Day Rolling Correlation of Bitcoin with NASDAQ and VIX
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2.  
Bitcoin
After three consecutive months of negative returns for the apex digital asset – Bitcoin, July 
2022 has been the best performing month of the year, with gains of 21%. Unlike previous 
positive performance months that were led by Bitcoin and followed by Ethereum and alter-
native cryptocurrencies, several smart contract blockchain assets and decentralised appli-
cation tokens have performed better than Bitcoin in the last one month.

The price increase can primarily be attributed to the increased macro-optimism that caused 
an overall rally in risk-on assets like equities. Investors anticipate the slowing economic envi-
ronment limiting the Fed from aggressively tightening the monetary policy, enabling positive 
momentum in the stock market, and thus cryptocurrencies, given the consistent correlation 
for more than a year.

The bitcoin mining difficulty has decreased for the past two months and is now 11% less than 
the all-time high made in May 2022. Bitcoin mining difficulty measures how difficult it is to 
mine a block or find a hash below a given target. It is adjusted every 2016 blocks, approxi-
mately two weeks, to maintain the average time of 10 minutes between each block.

Higher difficulty means more computing power is required to mine the same number 
of blocks, making the network more secure against attacks. It also means that the same  
mining hardware must run for a more extended period to find a block and thus consume 
more energy.

The difficulty adjustment directly correlates with the estimated mining power required to 
run the network. The total hash rate was on a downtrend since the all-time high in June 
of 2022, given the falling price of bitcoin and the increased electricity cost, resulting in 
reduced miner revenues.

The downward trend of the total hash rate led to one of the most significant difficulty  
adjustments on the bitcoin blockchain in more than a year of 5%. This led to reduced ener-
gy consumption and coupled with the good price performance of the asset, 7-day average 
mining revenue saw a jump of more than 20% in the last two weeks, providing much-need-
ed relief for struggling miners.

Figure 2: Bitcoin network mining difficulty and daily miner revenue in USD

33

29

25

21

17

13

80

60

40

20

0

— BTC/Miner Revenue (USD)        — BTC/Difficulty

Source: SEBA Bank, Coin Metrics

Bi
tc

oi
n 

D
iffi

cu
lt

y 
(in

 tr
ill

io
n)

Bi
tc

oi
n 

D
ai

ly
 M

in
er

 R
ev

en
ue

 (i
n 

m
ill

io
n)

Jun 
2021

Aug 
2021

Oct 
2021

Dec 
2021

Feb 
2022

Apr 
2022

Jun 
2022

Aug 
2022



The New Digital Investor
August 2022

6

3.  
Ethereum
Ethereum has been building momentum in July towards its much-anticipated move to proof-
of-stake after years of discussions and hard work. Ethereum has outperformed Bitcoin and 
other leading smart contract platforms in the SEBA coin universe with 58% returns in the last 
month. The Ethereum merge is in the final stages of testing, with only one more testnet, Go-
erli, to be executed by the second week of August 2022. After testing this last testnet merge, 
there will be a mainnet merge with a tentative timeline of September third week.

The co-founder of Ethereum, Vitalik Buterin, was at EthCC last month, where he laid out the 
long-term future of Ethereum. It is important to note that The Merge is a change of consensus 
mechanism from the current proof-of-work to the proof-of-stake, and it is not an expansion 
of the network capacity. For example, this upgrade will not have much effect on the trans-
action fees paid by the users as it is a function of blockspace demand and has nothing to 
do with the consensus algorithm. This is instead the beginning of ETH 2.0, and multiple solu-
tions to pressing problems of high gas fees, transaction speed, and scalability are being 
addressed through rollups and other upgrades that are already happening in parallel.

The preparation for this transition started several years ago, and one of the most significant 
changes that is already implemented was about new ways to set gas prices that are intend-
ed to help users avoid overpaying for their transactions and quickly include low-cost trans-
actions. During the first week of August 2021, about one year ago, Ethereum Improvement 
Proposal (EIP) EIP-1559 was activated via the London hard fork.

As per this upgrade, users paid the price per unit of gas which is at least as high as the 
current protocol-determined base fee, which is burned, in addition to the priority fee, which 
is paid to miners for timely inclusion of transactions in a block. This limits Ethereum as only 
an inflationary asset as now it is subject to deflationary bursts in proportion to excess fees 
burnt. Since the implementation of EIP-1559, more than 2.5 million ETH have been burnt. The 
following chart shows the issuance of Ethereum supply over time, along with recent changes.

Figure 3: Ethereum supply issuance over time
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Ethereum proof-of-work mining will become absolute after The Merge is executed. Ethe-
reum miner revenue on an annual basis has been higher than Bitcoin in the year 2021, 
which is still the case this year. But soon, the miners will be replaced by staking validators, 
which will drop the mining revenue from double-digit USD billion to extremely low numbers 
or zero. The following chart shows the increasing share of the new fee mechanism of the 
network.

Figure 4: Ethereum transaction type adoption after the implementation of EIP-1559
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4.  
Alternative Blockchains
Among the alternative platform blockchains, Avalanche (AVAX) has outperformed in the last 
month with 48% returns, followed by Solana (SOL) at 29% and Polkadot (DOT) at 28%. Layer 
1 blockchain ecosystem is a highly competitive space. Blockchains like Avalanche, Polkadot, 
Solana, Tezos, Near, and others are competing for developers, users, innovative new apps, 
partnerships, and even funds in some cases. One way to compare these ecosystems is to 
compare their current usage.

Daily active addresses are the number of addresses that have transacted on a blockchain at 
least once a day irrespective of the on-chain activity, whether it was sending funds, buying 
NFTs (Non-Fungible Tokens), or trying new Dapps. Among smart contract chains, Ethereum 
has the highest number of daily active addresses at 500K, followed by Solana at 260K.

An increasing number of new addresses on a blockchain is indicative of interest generation 
among new users. Avalanche had the highest number of new addresses at 110K in July alone. 
This can be attributed to quick finality, low transaction fees, and fast throughput on Ava-
lanche. Moreover, the launch of Crabada on the Swimmer Network of Avalanche has opened 
doors for on-chain gaming apps that can be deployed on Avalanche easily.

Solana fares the highest in daily transaction count, with 38 million transactions processed 
on average every day. Ethereum falls behind at 1.1 million transactions processed a day. It is 
also worth noting that although Ethereum processes only 2.5% of the number of transactions 
on Solana, Ethereum miners earn almost 85 times more than Solana validators. Ethereum 
miners' profitability is expected to decrease once Ethereum moves to PoS (Proof of Stake), 
and miner/validator rewards are reduced by 90%.

A perfect blockchain has usersʼ and minersʼ/validatorsʼ interests perfectly aligned. Block-
chain revenue fuels validator interests and incentivizes innovation through public goods 
funding and the onboarding of talented developers. In July, Solana and Ethereum had the 
highest number of developer commits. Albeit this metric is only quantitative and not qual-
itative in nature. 

Acala, the DeFi hub parachain on Polkadot, has increased its TVL by almost 2x owing to the 
native stablecoin AUSD on Polkadot. The launch of XCM (cross-chain messaging) has also 
aided in interoperability with Polkadot parachains.

Ticker ETH​ ADA​ DOT​ AVAX​ SOL​

Average​ Daily Active Addresses (k) 498 69 25 50 260

Change (%) 37 -10 -2 -5 4

New Addresses​ (k) 75 27 2 110 100

Change (%) 0 -10 2 -8 -50

Average​ Daily Tx Count (k) 1,117 70 138 200 38,480

Change (%) 2 -17 0 -16 7

Developer Activity​ 283 68 314 72 412

Change (%) -8 -1 -19 21 11

30D Revenue (USDk) 120,350 354 39 759 1,410

30D Revenue​ Change (% age) -46 -26 -14 -37 37

TVL (USDm)​ 54,710 130 1,102 3,040 2,800

30D TVL​ Change (% age) 18 26 30 17 9

Table 2: On-chain activity of leading smart contract blockchains

Source: SEBA Bank
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5.  
Decentralised Finance (DeFi)
The decentralised finance (DeFi) sector has outperformed layer one blockchain protocols in 
terms of one-month price performance. It was led by Yearn Finance (YFI), which is up 100% 
in the last 30 days in anticipation of their V3 launch within the next two months that will have 
improved tokenomics and optimised yield generating strategies. This is followed by lending 
and borrowing protocol, Aave (AAVE) generating 74% returns, the most prominent decen-
tralised exchange, Uniswap (UNI) generating 72%, and Synthetix (SNX) making 60% for the 
month.

The increase in prices of DeFi tokens and Ethereum, the most extensive DApps ecosystem, 
can be seen in the total value locked (TVL) chart below. The TVL that consists of all decen-
tralised applications across multiple blockchains was more than USD 250 billion in Novem-
ber 2021, and it had fallen to a low of USD 69 billion in June 2022. It has since recovered and 
is now closing in at USD 90 billion.

Figure 5: Total value locked (TVL) across decentralised applications  
on multiple blockchains
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The on-chain activity for DeFi tokens has been positive on monthly basis in terms of daily 
active addresses and new addresses for all assets in the SEBA universe. The daily count of 
transactions has been up for Uniswap and Aave over the last month, but Aave token saw 
negative growth in transaction size measured in US dollars.

Aave recently proposed to issue an algorithmic stablecoin called GHO that can be minted 
against the collateral provided on the Aave protocol. Chainlink (LINK) continues to partner 
with nodes, data providers, and different blockchains to enable interoperability and thus 
enhance demand for LINK token. Uniswap has received yet another proposal to turn on fees 
for UNI holders, which has received early support but has a long way to go. Synthetix DAO 
(Decentralised Autonomous Organisation) has announced a renewed partnership with Jump 
Crypto that will provide liquidity for SNX to be a backbone for on-chain derivatives.
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Stablecoins gained immense popularity in the last two years as DeFi summer began in 2020. 
Stablecoins are essential for adoption of DeFi and provide a base for swap or interaction 
between different coins. 2020 saw an influx of experimentation in the form of algorithemic 
stablecoins but that experiment failed to a wider market contagion. Investor confidence was 
shaken and trust in centralised audited stablecoins was reinforced. As a result, the leading 
stablecoin USDT circulating supply has been reduced by almost 20%, and USDC has gained 
10%. The total supply of stablecoins in the market continued to increase, although bitcoin 
and other crypto asset prices have decreased since November 2021. It is only after the fall 
of Terra Luna; that the overall supply has been reduced.

6.  
Conclusion
The much-needed recovery in the crypto market was seen in the month of July 2022. It has 
been the best performing month for Bitcoin since October 2021, and Ethererum has led the 
rally with alternative platform blockchains also generating higher returns than bitcoin in the 
last 1 month. Decentralised Finance (DeFi) sector has outperformed layer one blockchains 
based on double-digit growth in key on-chain activity indicators as well as positive news 
around the development of these projects.

Ethereum is now in the final stages of The Merge with the last testnet upgrade to PoS in Au-
gust, followed by the mainnet merge in September 2022. A continued momentum can bring 
more users to decentralised applications and increase user activity across blockchains.

The macro uncertainties of the Covid-19 outbreak and lockdowns in China, unsettling war 
in Ukraine, and rising inflation numbers for the US and European countries still dominate the 
market sentiment. However, the overall market rally has provided some relief for investors, 
which can potentially convert into a growth outlook in the near term. The market expects the 
Fed not to be as hawkish if inflation numbers come down, considering GDP is negative for the 
second quarter of the US. So, if the inflation has peaked, it would be bullish for the market, 
something to keep track of.

Figure 6: Stablecoin supply of multiple tokens on different blockchains
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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.

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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