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Market Commentary: October 2021 

 
Key Regulatory Updates 
 
SEC Finally Budges (Bitcoin ETF): After eight years of regulatory scrutiny, the SEC has finally 
permitted the first publicly traded Bitcoin ETF. The ProShares Bitcoin futures ETF, $BITO, gives 
investors synthetic exposure to Bitcoin via CME Bitcoin Futures. On its first day of trading BITO 
gained 3.1% ending the day with an impressive $570M in assets and securing over $1B in assets 
within its second day of trading. Unfortunately, the SEC is still weary of permitting a Bitcoin ETF 
backed by spot Bitcoin due to potential market manipulation fears. However, Bitcoin futures 
backed ETFs are not without their flaws as Bitcoin futures have underperformed spot Bitcoin by 
28%. In other words, long term investors in Bitcoin futures backed ETFs pay a large cost to gain 
exposure to the price fluctuations of Bitcoin (Bloomberg).  
 
Finally Tethered: The U.S. Commodity Futures Trading Commission (CFTC) has fined Tether, the 
company behind the largest US dollar stablecoin, USDT and Bitfinex, a popular cryptocurrency 
exchange, a combined $42.5M because of misleading claims about Tether's stablecoin. 
According to the CFTC, Tether made untrue statements between 2016 and 2019 about holding 
sufficient US dollars as reserves to fully back its stablecoin, while Bitfinex failed to adequately 
keep U.S. customers from illegally engaging in retail commodity transactions on the exchange. 
Although the fines were expected, the most interesting development from the ruling was the 
CFTC's classification of a stablecoin as a commodity, as opposed to a security or foreign 
exchange instrument. Unequivocally, this will have a major impact on the cryptocurrency 
industry causing confusion among both stablecoin issuers and investors (Reuters).  
 
 
Market Overview 
 
Reversion to the Meme: Shiba Inu (SHIB), a meme token based off the dog breed, Shiba Inu, 
kicked off the rally in the meme token sector after Coinbase listed SHIB on their platform. The 
initial rally in SHIB, which took place from September 28th to October 6th saw investors bid up 
the token over +300%. After the price of SHIB consolidated for no more than two weeks, 
recency bias kicked in for a second wave of traders. Hoping to reignite a rally similar to 
Dogecoin (DOGE) during the first half of the year, market participants once again piled into 
DOGE's sister token. As a result, SHIB gained another +200%, successfully causing SHIB to  
 
surpass DOGE's market cap. The SHIB frenzy permeated throughout the rest of the meme 
token sector causing meme token’s such as Dogelon Mars (ELON) and Samoyedcoin (SAMO) to 
both gain +3000% in the month of October. However, not all investors managed to capitalize 
on the meme mania as investors in Squid Game Token (SQUID), an unofficial cryptocurrency 
based off the popular show Squid Game, saw the token rise over 10,000% in the first few days  

https://www.bloomberg.com/news/articles/2021-10-20/proshares-bitcoin-etf-tops-1-billion-in-assets-in-just-two-days
https://www.reuters.com/technology/tether-bitfinex-agree-pay-425-mln-fines-settle-us-cftc-charges-2021-10-15/


 

BKCoin Capital LP  Miami +1(786) 623-4656    
1101 Brickell Ave. S-800  NYC +1(646) 600-5182  
 

2 

 
of trading, but then saw its price collapse to zero after the team, which has remained 
anonymous, dumped all their SQUID tokens simultaneously, or in cryptocurrency 
nomenclature, “rug pulled” the project (BBC). 
 
One Step Closer to Skynet: Millionaire tech investor, Sam Altman, is giving people “free” 
cryptocurrency in exchange for scanning and encrypting their iris with a metal orb. Dubbed 
Worldcoin, the project has over 100,000 users globally and has a goal to hit one billion users by 
2023. Supposedly, the project is “fundamentally privacy preserving” with no large database 
storing the biometric data. The team behind this Orwellian project believes it is “the most 
secure and privacy-preserving way - to prove everyone in the world is unique''. Worldcoin’s 
CEO, Alex Blania, coins this Proof-of-Person, stating that this can act as key infrastructure for 
solving Universal Basic Income (UBI). With $25M in backing from several of the most notable 
VCs and hedge funds in the cryptocurrency space the project has sparked a lot of hype. 
However, it may not be as “fairly distributed” as the project claims. With no fair token launch 
and a cap table favoring its VCs, Worldcoin’s egalitarian plan for humanity seems dubious 
(CNBC). 
 
Entering into the Metaverse: After announcing its plans to pivot from a social media company 
to a metaverse company, Facebook, or now currently known as Meta Platforms, sent 
shockwaves throughout the cryptocurrency market causing popular metaverse themed tokens 
such as Sandbox (SAND) and Decentraland (MANA) to gain 105% and 281%, respectively in the 
last four days of October (Facebook). Other Big tech companies also piggybacked off of the 
announcement with companies like Microsoft and Nvidia revealing their plans for the 
metaverse (Tech Spot). More importantly, the rebrand marks a pivotal milestone in the tech 
revolution indicating that we are at the genesis of the mass adoption of VR and AR 
technologies. 
 
 
Breaking Down the Basis 
 
Bitcoin futures annualized rolling quarterly basis more than doubled month over month from 
averaging around 6% across exchanges at the start of the month to averaging around 13% 
across exchanges at the end of the month. Bitcoin’s rally into all time highs was the primary 
driver that led to the increase in Bitcoin’s basis as longs crowded into the rally hoping to front 
run the all time high breakout. We expect the price of Bitcoin to consolidate around all time 
highs and then rally into the end of the year, consequently causing Bitcoin's basis to also 
increase into the end of the year. 
 
 

https://www.bbc.com/news/business-59129466/
https://www.cnbc.com/2021/10/21/sam-altmans-worldcoin-wants-to-scan-your-eyes-in-exchange-for-crypto.html?utm_content=Crypto&utm_medium=Social&utm_source=Facebook#Echobox=1634844139
https://about.fb.com/news/2021/10/facebook-company-is-now-meta/
https://www.techspot.com/news/92064-microsoft-nvidia-working-their-own-more-practical-metaverse.html

