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Market Commentary: September 2021 

 
Key Regulatory Updates 
 
China's Latest Crackdown: The Chinese government intensified its crackdown on 
cryptocurrencies, declaring all cryptocurrency-related business activities illegal and stated 
intentions to block overseas crypto exchanges from providing services to Chinese residents 
(CNN Business). Since the announcement, the government banned a variety of informational 
services related to the asset class, as well as banned both retail and institutional investors from 
accessing popular cryptocurrency trading websites such as TradingView, CoinMarketCap and 
CoinGecko (World Stock Market). The ban, which is considered the most stringent to date, is 
the latest in a series of 19 official occasions in which the Chinese government has tightened its 
regulatory grip over the space (CoinTelegraph). As a result of the regulatory crackdown, several 
decentralized exchange protocols saw the price of their token surge. In one instance, dYdX, a 
decentralized exchange which offers crypto derivatives trading, saw its token rise as much as 
134% following the ban. Although bitcoin and several other cryptocurrencies suffered a slight 
pull back in response to the news, the knee jerk reaction did not have a lasting effect on the 
broader market as the aggregate cryptocurrency market rallied 33% to end the month. 
 
Lending in SEC's Crosshairs: Celsius Network, one of the largest lending and borrowing 
platforms within the cryptocurrency space, landed in the regulatory crosshairs of several states 
as the company's "interest-earning" crypto accounts was met with criticism by regulators. 
Officials stipulated that the company's interest-earning accounts were unregistered securities, 
in-line with recent action taken against other interest earning accounts offered by Coinbase 
(CoinCu) and BlockFi (The Chain Bulletin). In other words, Celsius illegally offered and profited 
from the fixed income product (CoinDesk). This follows Coinbase’s recent move to shelve its 
own lending product as a result of regulatory pressure from the SEC (CoinDesk). 
 
Crypto in the ETF Space: Gary Gensler, SEC Chairman, reiterated his support for cryptocurrency 
futures backed ETFs in prepared statements for the Financial Times Conference. He stated that 
he believes the Investments Company Act of 1940 "provides significant investor protections", 
while also stating that he looks forward to reviewing the ETF filings. As a result, September saw 
a filing-spree for crypto-ETF products led by firms such as Invesco, Amplify, and Galaxy Digital 
(CoinDesk). To close out the month, the SEC was reviewing nearly two dozen ETF filings related 
to spot Bitcoin and Bitcoin derivative products (CoinTelegraph). We expect to see a formal 
announcement by the regulators with regards to ETFs in October. 
 
 
 
 
 

https://www.cnn.com/2021/09/24/investing/china-cryptocurrency-ban/index.html
https://www.worldstockmarket.net/china-has-blocked-access-to-tradingview-coingecko-and-coinmarketcap/
https://cointelegraph.com/news/crypto-has-recovered-from-china-s-fud-nearly-two-dozen-times-in-the-last-12-years?utm_source=Telegram&utm_source=Zerocap%20Newsletter&utm_medium=social&utm_medium=email&utm_campaign=f6fdf17505-EMAIL_CAMPAIGN_2021_09_27_10_19&utm_term=0_ed73fcb77b-f6fdf17505-362654302
https://news.coincu.com/17499-coinbase-bombs-lending-products-after-pressure-from-the-sec/
https://chainbulletin.com/3-u-s-states-say-blockfis-interest-bearing-accounts-violate-securities-laws/
https://www.coindesk.com/business/2021/09/17/celsius-ceo-eager-to-educate-securities-regulators-in-brewing-legal-fight/
https://www.coindesk.com/markets/2021/09/20/coinbase-drops-planned-lend-program-after-sec-warning/
https://www.coindesk.com/business/2021/09/21/crypto-companies-continue-etf-proposal-spree-with-bitcoin-defi-filings/
https://www.coindesk.com/policy/2021/09/29/gensler-reiterates-support-for-futures-based-bitcoin-etfs/
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Market Overview 
 
Developer Incentives Galore: Eye-popping developer incentive schemes were the primary 
driver of alt-coin outperformance during September. Over the course of the month, several 
Layer-1 (L1) blockchains announced that they would distribute a large pool of capital within 
their ecosystems hoping to attract developers looking to build outside of the Ethereum 
Blockchain (Medium). Algorand, Celo, Harmony and several other alternative public 
blockchains announced incentive programs for developers in the range of $100-300 million 
(Crypto Briefing).  
 
On the other hand, considerable missteps by alternative L1 leaders, Cardano and Solana, casted 
doubt over the current viability of becoming a legitimate competitor to Ethereum. Cardano 
encountered major scalability issues upon its testnet launch as decentralized applications 
encountered issues executing smart contracts concurrently (Crypto News), while Solana 
suffered outages across its network incurred by resource exhaustion (AZCoin News). 
  
Collateralized NFT's: Collateralized lending is now expanding into the NFT space as projects like 
NFTi and JPEG'd are offering borrow and lending services for the most popular NFT projects. On 
one hand, NFTi is targeting a 50% limit on loan value relative to collateral value, while allowing 
the lender to seize the borrower's NFT in the instance the borrower defaults. Lenders on the 
platform can expect to earn anywhere between 18% APY and 40-60% APY for a Crypto Punk 
and Bored Ape, respectively. Additionally,  
NFT backed loans that are deemed higher risk can see loan APYs as high as 100-150% 
(CoinDesk). JPEG'd is taking a similar approach as they are offering borrowing and lending 
services for CryptoPunks, while looking to eventually expand their product line to include other 
popular NFT projects like Art Blocks (Decrypt). The project offers access to a volatile lending 
pool, which means there is a lot of opportunity for savvy traders to capitalize on the JPEG’d 
platform. Lastly, the project hopes to eventually offer collateralized lending services for music 
royalty backed NFTs. 
 
 
Breaking Down the Basis 
 
Bitcoin futures annualized rolling quarterly basis across cryptocurrency exchanges rallied early 
during the month on levered buying before collapsing ~8% in tandem with the price of Bitcoin. 
Potential contagion risk stemming from the Evergrande debacle permeated throughout the 
market, causing investors to de-risk across asset classes. However, the shakeout was only 
transitory, as investors bid up spot Bitcoin and Bitcoin derivatives on the news that a swath of 
Bitcoin Futures backed ETFs could be released by the end of the year. 
 
 

https://medium.com/prysmeconomics/blockchain-incentives-101-what-they-are-and-why-they-matter-5127afb56aeb
https://cryptobriefing.com/algorand-aims-to-attract-defi-builders-with-300m-fund/
https://deep-resonance.org/2021/09/08/cardanos-smart-contracts-face-major-scalability-issue/
https://azcoinnews.com/solana-suffered-a-colossal-crash-as-the-blockchain-went-offline-for-hours-how-will-it-affect-sol-price.html
https://www.coindesk.com/markets/2021/09/29/pawn-your-cryptopunk-a-new-nft-defi-lending-market-blooms/
https://decrypt.co/82260/nft-service-jpegd-launches-cryptopunks-lending-and-chainlink-integration

