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K E Y  TA K E AWAY S

T H E  B I R D ' S  E Y E  V I E W

The first week of the second quarter was not without volatility 
as positivity around the annual Bitcoin 2022 conference was 
overshadowed by a surge higher in interest rates following 
the release of the Federal Reserve’s March minutes.

While market participants have been aware of the Fed’s 
initiative to combat inflation, some members of the FOMC 
proposed a shrinking of the balance sheet to the tune of 
$60bn in treasuries and $35bn in MBS per month. This, along 
with an op-ed written by former NY Fed President Bill Dudley 
claiming “if stocks don’t fall, the Fed needs to force them,” 
was enough to send risk-assets in a spiral lower.

So for now, bitcoin, ether, and digital assets continue to trade 
on macro sentiment. With the 10yr treasury rising 32bps to 
2.7% last week, bitcoin’s 30D correlation to the Nasdaq also 
returned to annual highs of 0.75. The tech heavy Nasdaq 
Composite declined 3.9%, while bitcoin declined 7% (to 
$43,125) and ether declined 5.8% (to $3,290) on the week.

The market’s focus on the Fed’s balance sheet run-off as well 
any implications for Tuesday the 12th CPI print ultimately 
overshadowed great news and remarks from the Bitcoin 2022 
conference. Takeaways include: 

• The rise and growth of renewable energy mining
• A presentation by (R-WY) Senator Cynthia Lummis 

outlining the bipartisan bill, The Responsible Financial 
Innovation Act, to further support innovation in the US

• Further legal tender status across the globe (Madeira and 
Prospera no longer pay capital gains on BTC, and a bill has 
been proposed in Mexico based on El Salvador’s law) 

• Most importantly, retail and e-commerce integrations with 
the Lightning Network that make bitcoin a medium of 
exchange

+ The first week of the second quarter was not without volatility, as positive news from the Bitcoin 2022 
conference was overshadowed by Fed Minutes and a surge higher in interest rates

+ Bitcoin and digital assets continue to be held hostage by macro sentiment amid rising correlations to the 
Nasdaq Composite 

+ The Bitcoin 2022 conference offered lots of good news for bitcoin investors, primarily the integration of 
Lightning Network and bitcoin as a payment option in major e-commerce and retailers across the US

The Bitcoin 2022 conference brought good news to proponents of bitcoin, with Lightning Network 
integrations the beginning of the end for the “it’s not a medium of exchange” argument 

Lightning – April 12th, 2022

L I G H T N I N G  S T R I K E S

Bitcoin’s “Lightning Network” (LN) is a layer two application that 
is built on top of the network and allows for fast and cheap 
payments through its architecture. Transactions occur on the 
Lightning Network and are only settled on the Bitcoin network 
when users withdraw their funds. This results in efficient and 
low-cost transactions of bitcoin that are settled nearly instantly. 

Last week, Strike announced that LN is now integrated with 
Shopify (e-commerce platform), Blackhawk (payment 
processor), and NCR (the world’s largest point-of-sale system 
supplier). 

Why’s this matter? Well, a medium of exchange can now be 
added to bitcoin’s use-cases.

Retailers and consumers do not need to own bitcoin to receive 
or accept the asset as a payment. These applications can swap 
fiat for bitcoin, use Lightning to transfer, and swap bitcoin back 
to the currency of the receiver’s choice. 

With incentive for retailers to accept LN such as the avoidance 
of credit card fees, the impossibility of chargebacks, and more 
personal loyalty programs, this is the beginning of the end of the 
argument that bitcoin is not a “medium of exchange.” Retailers 
such as the ones below can now implement bitcoin payments in 
the coming months: 

Jack Mallers Announcement, Bitcoin 2022



T R A C K I N G  L I G H T N I N G

Tracking the performance and growth of Lightning Network can 
be done through monitoring the number of Lightning Network 
“channels” and its “capacity.”

Lightning Network “channels” enable users of the network to 
send and receive money to and from other participants. Any 
users can open channels to participate in the LN. Essentially, 
the Lightning Network is a web of these channels. If there is any 
channel route between two senders with sufficient capacity, 
payments can be sent through the network. There are nearly 
83,000 channels to date.

Lightning Network “capacity” is the amount of bitcoin that is 
deposited into the LN and available for transactions. The larger 
the capacity, the more liquidity that is available for instant 
settlement. Currently, around 3,600 bitcoin is deposited into the 
Lightning Network, or ~$150,000,000. 

While Lightning for now is better suited for smaller transactions, 
it complements Bitcoin’s layer one technology well, which has 
an average transfer size of ~$125,000.

Lightning – April 12th, 2022

B I T C O I N  H O L D I N G  T R E N D S  
R E A C H  N E W  H I G H S

While progress is being made on bitcoin as a medium of 
exchange, long-term holding trends also continue to 
strengthen.

Users continue to purchase bitcoin, remove from exchanges, 
and hold the asset in custody for longer and longer periods of 
time. 

The percentage of supply held for longer than one-year has just 
hit an all-time-high of 63.7%. 

A near all-time-high of 38.0% has been held for longer than 
three-years. 

For long term investors, this reflects the continued and growing 
success of bitcoin as a “store of value.”

Stay Tuned,
Joseph Orsini, CFA
Director of Research
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Director of Research

0%

10%

20%

30%

40%

50%

60%

70%

B TC  H O L D I N G  T R E N D S
Source: Glassnode, Eaglebrook Advisors

Supply Held 1+ Years (63.7%) Supply Held 2+ Years (44.6%)

Supply Held 3+ Years (38.0%)

0

500

1,000

1,500

2,000

2,500

3,000

3,500

4,000

0

20,000

40,000

60,000

80,000

100,000

2/2018 2/2019 2/2020 2/2021 2/2022

L I G H T N I N G  N E T WO R K
Source: Glassnode, Eaglebrook Advisors

Lightning Network Number of Channels (Left)

Lightning Network Capacity (BTC) (Right)



Market Capitalization 2018 2019 2020 2021 2022 YTD
Bitcoin Market Cap (mlns) $65,307 $130,517 $538,811 $876,370 $803,457
Ether Market Cap (mlns) $13,886 $14,141 $84,171 $433,423 $380,441
Total Crypto Market Cap (mlns) $122,177 $186,105 $766,003 $2,250,184 $1,921,606
Bitcoin Dominance % 53.5% 70.1% 70.3% 38.9% 41.8%
Ethereum Dominance % 11.4% 7.6% 11.0% 19.3% 19.8%

Source: Glassnode, TradingView, Eaglebrook Advisors

Bitcoin 2018 2019 2020 2021 2022 YTD
Supply (mlns) 17.5 18.1 18.6 18.9 19.0
Market Price $3,674 $7,158 $28,996 $46,334 $43,125
Realized Price $4,556 $5,587 $9,206 $24,480 $24,550
Realized Value (mlns) $79,524 $101,309 $171,112 $463,063 $466,648
Market Value / Realized Value 0.82 1.29 3.15 1.89 1.72
Hash Rate 40.5 EH/S 94.3 EH/S 153 EH/S 179.2 EH/S 199.5 EH/S
Transfer Volume (USD, mlns) $2,127,287 $1,893,560 $2,327,727 $13,106,605 $3,153,824
Avg Daily Transfer Volume (USD, mlns) $5,828 $5,188 $6,360 $35,909 $31,857
Avg Transaction Value (USD) $26,518 $18,073 $21,266 $138,824 $126,756

Source: Glassnode1, Bloomberg, Eaglebrook Advisors

Level WTD% MTD% QTD% YTD% 1 Year% 3 Year% 5 Year% % off 52Wk 
High

90D 
Annualized 

Vol.

Bitcoin $43,125 -7.0% 3.5% -6.9% -6.9% -26.4% 713.2% 3484.5% -36.3% 54.8%

Ether $3,290 -5.8% 16.6% -10.8% -10.8% 57.1% 1767.4% 7391.6% -31.4% 66.1%

S&P 500 4,488 -1.2% 2.8% -5.5% -5.5% 10.2% 63.4% 108.3% -6.4% 20.3%

Nasdaq Composite 13,711 -3.8% -0.2% -12.2% -12.2% -0.7% 76.8% 144.9% -14.6% 29.6%

Bloomberg Barclay's Agg 2,169 -1.8% -4.8% -7.9% -7.9% -6.6% 3.1% 8.6% -9.1% 6.1%

Gold $1,948 1.1% 2.0% 6.5% 6.5% 11.7% 48.9% 55.2% -5.0% 14.3%

DXY Index 99.80 1.2% 3.2% 4.3% 4.3% 8.3% 2.9% -1.2% 0.0% 6.5%

WTI Crude $98 -1.0% 2.7% 27.6% 27.6% 65.6% 52.1% 85.1% -20.6% 54.4%

Source: Bloomberg, Eaglebrook Advisors

K E Y  M A R K E T  D ATA
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“Tantrum Table”
Asset High Since 9/30/21 Max Drawdown Low Date Rally from Low YTD Price % Change

ARK Innovation 11/1/2021 -58.2% 3/14/2022 16.0% -35.9%
Ishares MSCI USA Momentum 11/3/2021 -22.5% 3/8/2022 9.5% -9.6%
Invesco S&P 500 High Beta 11/8/2021 -17.6% 3/14/2022 6.7% -7.9%
Ishares Russell 2000 Value 11/8/2021 -14.5% 1/27/2022 3.2% -6.0%
Ishares Russell 2000 Growth 11/8/2021 -28.5% 3/14/2022 4.9% -16.2%
Ishares Core U.S. Aggregate 11/9/2021 -8.0% 4/8/2022 0.0% -8.2%
Bitcoin 11/9/2021 -47.8% 1/23/2022 21.1% -6.9%
Ether 11/9/2021 -50.8% 1/27/2022 37.7% -10.8%
Us Breakeven 30 Year 3/14/2022 -0.48 2/18/2022 0.40 0.15
Us Breakeven 10 Year 3/25/2022 -0.61 1/21/2022 0.52 0.29
Us Breakeven 5 Year 3/25/2022 -1.04 12/20/2021 0.75 0.53
Gold Spot   $/Oz 3/8/2022 -6.5% 3/15/2022 1.5% 6.5%
Invesco Nasdaq 100 11/19/2021 -21.2% 3/14/2022 9.7% -12.2%
S&P 500 Info Tech Index 12/27/2021 -20.3% 3/14/2022 8.1% -12.4%
S&P 500 Index 1/3/2022 -13.0% 3/8/2022 7.6% -5.8%

Source: Bloomberg, Eaglebrook Advisors



D I S C L O S U R E S

1Realized Price, Source: Glassnode. Realized Price is the Realized Cap divided by the current supply. Realized Capitalization, 
Source: Glassnode. Realized Cap values different part of the supplies at different prices (instead of using the current daily close). 
Specifically, it is computed by valuing each UTXO by the price when it was last moved. Market Cap / Realized Cap, Source: 
Glassnode. Market Value to Realized Value (MVRV) is the ratio between market cap and realized cap. It gives an indication of when 
the traded price is below a "fair value". Hash Rate, Source: Glassnode: The average estimated number of hashes per second 
produced by the miners in the network. Total Transfer Volume, Source: Glassnode. Data is change-adjusted, annual sum: The total 
amount of coins transferred on-chain, adjusted by change volume. Only successful transfers are counted. Avg Daily Transfer 
Volume, Source: Glassnode. Data is change-adjusted, daily average: The total amount of coins transferred on-chain, adjusted by 
change volume. Only successful transfers are counted. Avg Transaction Value, Source: Glassnode. The mean value of a transfer, 
adjusted by change volume. Only successful transfers are counted.

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. Eaglebrook does 
not offer tax advice. Neither consultations nor information published by Eaglebrook should be construed as offering or providing
tax advice.

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.
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