
©2021, Eaglebrook Advisors, Inc. All Rights Reserved. contact@eaglebrookadvisors.com • www.eaglebrookadvisors.com

Bitcoin Market Commentary

The Focus

Last week, bitcoin and digital assets experienced a 
flurry of rallies and pullbacks, as positive news around 
President Biden’s executive order on digital assets was 
met with continuing concerns over the humanitarian 
and economic impact of war in Ukraine.

Economically, the US reported February CPI in which 
headline grew 7.9%, the highest since 1982, and the 
tenth straight month of year-over-year price inflation 
greater than 5%. After months of debate on the Federal 
Reserve’s path and process of normalization, market 
participants are likely to find the Fed hiking for the first 
time in over three years in the upcoming announcement 
on Wednesday the 16th.

So as markets find themselves in a crossroads – with 
many moving pieces creating reason for uncertainty – it 
becomes ever more important to maintain conviction, 
discipline, and patience when investing in digital assets. 

For now, the group continues to trade alongside risk, 
but recent strength should not be ignored. While equity 
sectors and factors such as technology, growth, and 
momentum have reached new year-to-date closing 
lows, both bitcoin and ether remain higher than January 
FOMC levels.

While questions remain around the Fed’s ability to curb 
four-decade high inflation as well as the impact of 
geopolitical war in Europe remains forefront, any 
hesitation or concern related to President Biden’s 
digital asset executive order is now behind us. 

Executive Order on Ensuring Responsible 
Development of Digital Assets

Last week, we provided a flash update on our views 
around the executive order. Some key takeaways we’ve 
found after digesting information over the weekend:

- Greenlight: The US acknowledges that total crypto 
market cap surpassed $3 trillion in November, up 
from $14bn four years prior, with nearly 16% of 
American adults having traded crypto in the past. 
With this rapidly emerging asset class, the 
government now must protect citizens, investors, 
business, climate, and economic stability, and the 
order calls on various agencies to coordinate and 
provide input on their views. 

- Not Jumping the Gun: Not one regulation is put in 
place throughout this entire report, and bitcoin, 
ether, and stablecoins are far from “banned.” Rather, 
the order calls on the expertise of various agencies 
to outline the benefits and risks of digital assets, 
most of which are due within 180 days.

- What Branches? The interagency process will 
include sixteen different departments, such as 
State, Defense, Treasury, Commerce, Labor, 
Economic Advisers, Homeland Security, and the 
Attorney General. The Fed, CFPB, FTC, SEC, and 
CFTC are invited to attend but are not ordered to 
publish any reports. Still, these agencies are likely to 
utilize the findings to improve current perspectives.

- US Central Bank Digital Currency (CBDC): With 
over 100 countries researching a potential CBDC, 
the US now places urgency on research and 
development for the US. The market has illustrated 
through nearly $175 billion in market capitalization 
that dollar based stablecoins are of utmost interest. 
The US must consider, research, and evaluate pros 
and cons of a state-issued CBDC and how it may 
impact dollarization and the country’s reserve 
status. 

While not yet conclusive, this EO is likely to accelerate 
both innovation and investment going forward. Those 
that were concerned with the potential “banning” can 
rest assured: bitcoin and crypto are here to stay.
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• President Biden’s Executive Order on digital assets took center stage last week, offering a greenlight 
for growth, innovation, and investment in the United States

• While this most recent war in Ukraine illustrates that bitcoin is for now a risk-asset, central bank 
interdependence is risky. Bitcoin can be a solution

• While headline CPI reached a new four-decade high last week at 7.9% year over year, the Fed is 
expected to hike interest rates for the first time in over three years at this week’s FOMC meeting

Key Takeaways
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Gold Outshines Bitcoin, For Now

Despite a continuation of decade-high inflation 
numbers, gold’s outperformance relative to bitcoin 
has led some investors to ponder why the asset 
has underperformed in this recent environment.

Given that bitcoin is still emerging, it continues to 
trade like a risk-asset. When volatility rises, bitcoin 
often declines, illustrated by a predominantly 
negative correlation to the VIX index. While gold 
completely failed to outperform as an inflation 
hedge in 2021 (spot gold -3.6%, BTC +59.8%), the 
asset more often than not has a positive 
correlation to equity volatility. Non-sovereign, 
decentralized, and free from credit risk, gold is 
considered a safe-haven asset in times of 
geopolitical turmoil.

But wait, doesn’t bitcoin have these same 
characteristics? Yes, it does. As education around 
bitcoin’s value and use-cases rise, it’s only a 
matter of time before the asset is viewed as a 
safe-haven in times of geopolitical stress.

Reserve Currency?

Since Bretton Woods, central banks across the 
world have stacked reserves to utilize in times of 
financial and economic stress. These reserves 
have primarily been in the form of gold, 
currencies, and commodities. While BW I was a 
gold-based system, BW II led to free floating 
currencies backed by “full faith and credit.”

As countries have built up reserves over time, 
central banks now own the currencies – and 
therefore liabilities - of many economic 
competitors. If reserves can be used as a 
battleground, such as the selling of liabilities or 
the freezing of assets, how defensive are reserves 
in times of turmoil? The need for central banks to 
diversify away from interdependence and “trust” 
has now been highlighted. Bitcoin can be a 
solution. 

As always, please reach out with any questions 
or comments.

Stay Tuned,
Joseph Orsini, CFA
Director of Research

Joseph Orsini, CFA
Director of Research
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IMPORTANT DISCLOSURES

Investment advisory and management services are provided by Eaglebrook Advisors, Inc., a registered investment advisor. 
Information presented is for educational purposes only and should not be construed as providing investment advice. Past 
performance is no indication of future results. Investing in digital currency comes with significant risk of loss that a client should be 
prepared to bear, including, but not limited to, volatile market price swings or flash crashes, market manipulation, economic, 
regulatory, technical, and cybersecurity risks. In addition, digital currency markets and exchanges are not regulated with the same 
controls or customer protections available in equity, option, futures, or foreign exchange investing.

Volatility Risk: Digital currency is a speculative and volatile investment asset. Investors should be prepared for volatile market swings
and prolonged bear markets. Digital currency can have higher volatility than other traditional investments such as stocks and bonds
and market movements can be difficult to predict.

Economic Risk: The economic risk associated with digital currency is in the lack of widespread or continuing digital currency
adoption. The market and investors could decide that digital currency should not be valued at the current market capitalization due
to a variety of factors.

Regulatory Risk: Digital currency could be banned or highly regulated by governments that would deter investors from buying or
holding digital currency.

Technical Risk: Digital currency is a dynamic network with a codebase that is updated to add new security and functionality
features. The updated code that is merged by the core developers could potentially have an error that threatens the security or
functionality of the digital currency network.

Cybersecurity Risk: Digital currency exchanges and wallets have been hacked and digital currency has been stolen in the past. This
is a potential risk that clients must be comfortable with when investing and holding digital currency. Theft is less likely when holding
digital currency at a qualified custodian in offline systems (cold storage) with institutional security and controls.

For more information please see our Form ADV Disclosures and Privacy Policy on our website.


