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Market Commentary: December 2021 

 

DeFi Flies High - From $19B to $245B in Total Value Locked 

 

The DeFi market experienced its second wave of parabolic growth in 2021 as the Total Value 

Locked (TVL) in DeFi grew nearly 1200%. As opposed to the DeFi market’s first wave of 

parabolic growth, which occurred during the Summer of 2020 (Now known as DeFi Summer) 

and sparked a wave of buying among Ethereum based lending, borrowing and synthetics 

protocols, the 2021 DeFi bull market saw capital flow into a plethora of L1 ecosystems. To begin 

2021, a brave group of retail speculators dubbed, “DeFi Degens”, moved from the Ethereum 

Ecosystem into Binance’s DeFi ecosystem, Binance Smart Chain (BSC). Although BSC had several 

underlying issues, such as concerns regarding the ecosystem's decentralization as well as the 

vast number of hacks and scams that accompanied the chain, BSC proved to be a cost effective 

way for smaller retail players to transact within the DeFi markets. As a result of BSC’’s rapid 

success in growing its TVL from only $124M to $30B within five months, L1 blockchain’s began 

launching their own DeFi ecosystems. Akin to BSC, these platforms offered lower transaction 

fees as well as faster processing speeds than Ethereum, while pairing their offering with 

salivating incentives such as liquidity mining rewards, rebates and airdrops. Popular L1 

blockchains such as Terra, Avalanche, Solana and Fantom, which had TVLs at nearly $0 to begin 

the year and saw their TVLs increase to over $5B to end the year (DeFi Llama). Although L1 

blockchains have appeared to found their product market fit, the rapid inflow of capital into the 

space has caused several DeFi projects to reach astronomical valuations causing investors to 

become skeptical of the industry's growth in 2022. Some investors believe the DeFi space is 

pigeoned holed by its “ponzinomics", while other investors believe that a growing supply of L1 

blockchains accompanied by a lack of diversity across its DeFi offerings could cause a massive 

dilution in valuations. Several investors point to early DeFi projects that blossomed during DeFi 

Summer, which are now suffering from the long term effects of their inflationary liquidity 

mining rewards model as a paragon for the future of the DeFi space.  

 

The JPEG Three Comma Club - NFTs Go Mainstream 

 

The rise of the NFT space was one of the most exciting themes in the cryptocurrency market 

during 2021 as famous artists, businesspersons, athletes, politicians and influencers all  

 

https://defillama.com/chain/Solana
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participated in the movement. Several NFT projects surpassed the billion dollar threshold in all 

time sales during 2021 such as Axie Infinity; $3.8B in total sales, CryptoPunks; $1.8B in total 

sales, Art Blocks; $1.1B in total Sales, and Bored Bored Ape Yacht Club; $1B in total sales 

(CryptoSlam). OpenSea, the most popular secondary marketplace for NFTs, saw its monthly 

volumes average around $3B during Q4 of 2021 (Dune Analytics). Likewise, NFT artist, Mike 

Winklemann, commonly known as Beeple, sold his NFT piece, Everydays—The First 5000 Days, 

for a record breaking $69M shocking the art community and rendering it the most expensive 

NFT of all-time. Ethereum continues to lead other blockchains in NFT sales ending the year with 

over $13B in total sales. Solana was the second most popular blockchain for NFT sales doing 

just under $1B in total sales. As we enter 2022, we expect artists to continue to incorporate 

NFTs into both the business and creative side of their offerings. Likewise, we expect businesses 

to further embrace NFTs to enhance the way they interact with both their customers and their 

communities.  

 

Giga Pumped to $1 Trillion 

 

Bitcoin’s market cap climbed as high as $1.2T before falling under $1T to end the year, 

rendering Bitcoin one of only ten global assets to exceed the trillion dollar threshold 

(Companies Market Cap) in 2021. Despite both China and India cracking down on Bitcoin and 

cryptocurrency related activities, Bitcoin saw increased institutional adoption during the year as 

banks, investment funds, technology companies and government entities embraced the digital 

asset. Several of the most notable Bitcoin adoption highlights of the year include El Salvador 

accepting Bitcoin as legal tender, Tesla buying over $1.5B worth of Bitcoin and the approval of 

the first Bitcoin backed US ETF (EQONEX). Bitcoin continues to be the flavor of choice for 

institutions entering into crypto, hence, it does not appear Bitcoin's spot as the largest 

cryptocurrency by market cap will be challenged anytime soon in 2022.  

 

Easy Money Creates Easy times and Hard Money Creates Hard Times 

 

During 2021, the cryptocurrency market saw its total market cap grow from $773B to $2.2T, a 

year over year increase of 184% (Coinmarketcap), while five cryptocurrencies, individually, 

gained over 10,000% on the year (Coindesk). Several new sectors surfaced in the  

 

https://cryptoslam.io/
https://dune.xyz/rchen8/opensea
https://companiesmarketcap.com/assets-by-market-cap/
https://learn.eqonex.com/news/accelerating-institutional-adoption-bitcoin
https://coinmarketcap.com/charts/
https://www.coindesk.com/markets/2021/12/31/here-are-the-top-10-cryptocurrencies-of-2021/
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cryptocurrency during 2021 such as, and in some cases already touched on, the L1 DeFi 

Ecosystems, the Metaverse, Meme tokens and Play-to-Earn, which all saw significant gains in 

2021 as well (Coingecko). Despite the impressive growth cryptocurrency markets encountered 

during 2021, some investors believe that cryptocurrency markets may be headed towards a 

different path in 2022. High realized inflation accompanied by several planned rate hikes has 

investors fearing we could be seeing a year of stagflation for both cryptocurrency markets and 

other risk assets. Fortunately, with $25B of VC funds expected to be deployed in 2022, along 

with continued institutional adoption, there will certainly be opportunities for secular 

cryptocurrency market growth in the upcoming year, but a difficult global macro backdrop 

could make pockets of alpha quite infrequent (Sound Money Macro).  

 

Memed into Existence 

 

One of the most powerful lessons investors learned into 2021 was the influence memes could 

have on financial markets. Dogecoin (DOGE) kicked off the memetic investment trend when 

Elon Musk began tweeting about a token that initially appeared to be nothing more than a 

worthless meme of a dog. However, price told a different story as a continued wave of 

investors pushed up the price of Dogecoin to inconceivable highs. The meme effect in Dogecoin 

created a ripple effect throughout the rest of the market as investor's piled into meme based 

cryptocurrencies. As a result, both meme tokens, Dogecoin and its most popular fork, Shiba Inu 

(SHIB), were two of the top 10 best performing crypto assets of 2021 gaining 2943% and 

1607%, respectively (Coindesk). It is also important to note that PancakeSwap (CAKE), a BSC 

meme fork of the popular Ethereum DEX, Uniswap, also made notable gains on the year ending 

the year multiplying its market cap by 5300%, while at its peak, processing over $6B in daily 

volumes. The primary takeaway from the meme mania was that meme's could be an effective 

way to measure the strength of a community of a cryptocurrency project. Unfortunately, very 

few meme tokens managed to reach similar highs as Dogecoin, Shiba Inu and PancakeSwap. 

Squid Game token, a meme coin based on the popular Netflix series Squid Game, exemplified 

the inherent dangers of the meme token mania. The token surged over 230,000% in just a week 

of its initial listing before crashing to zero after its anonymous founders sold off their complete 

stake in the project, in effect, “rugging the project” (The Economic Times). Squid Game token 

was just one of many meme tokens, which shared a similar fate proving that although we  

 

https://www.coingecko.com/en/categories
https://soundmoneymacro.com/2022/01/01/ed-18-2021-review-2022-outlook/#2-institutions-drove-more-short-term-volatility-but-less-long-term-volatility
https://www.coindesk.com/markets/2021/12/31/here-are-the-top-10-cryptocurrencies-of-2021/
https://economictimes.indiatimes.com/markets/cryptocurrency/squid-game-is-memecoin-warning-with-wipeout-after-230000-gain/articleshow/87472350.cms?from=mdr
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learned the memes could play an important role in the success of a cryptocurrency project, it 

should just be used as one of several inputs to measure the actual quality of a project. 

 

The Rise of US Crypto Cities, Crypto States and Crypto Countries…? 

 

As the the prices of cryptocurrencies increased in 2021 so did government's interest in 

discovering ways to both adopt cryptocurrency and utilize it to benefit its citizens. Miami kicked 

off the trend in the US becoming the first city in the US to unveil its own cryptocurrency. 

MiamiCoin earned $21M in revenues in just three months upon its release. Francis Suarez, 

Mayor of Miami, declared that the proceeds of MiamiCoin would be allocated to crypto 

education, climate change initiatives and the funding of underprivileged communities (NPR). 

New York City also joined in on the trend. Upon the election of New York’s incumbent Mayor, 

Eric Adams, Adams declared that New York City would be “the center of the cryptocurrency 

industry” (Twitter) and similarly to Miami, Adams declared New York would be releasing its 

own cryptocurrency as well (Cointelegraph). Several other US cities also voiced their support for 

adopting cryptocurrency such as Tampa, Nashville and Jackson (TechCrunch). Meanwhile, Texas 

also made several strategic moves to secure their spot in the cryptocurrency takeover. As a 

result of China’s most recent crypto ban, which resulted in the permanent exodus of 

cryptocurrency miners from the country, Texas welcomed Chinese mining refugees with open 

arms. Additionally, Texas became the second US State after Wyoming, to recognize blockchain 

and crypto in its commercial law (BBC). Outside of the US, the most notable adopter of 

cryptocurrency during 2021 was El Salvador as the country became the first to accept Bitcoin as 

legal tender. In addition, President of El Salvador, Nayib Bukele, revealed plans to build a 

Bitcoin city funded by an issuance of a $1B Bitcoin backed bond (The Indian Express) in hopes 

that El Salvador becomes "the financial center of the world". Although it is still too early to tell 

what city, state or even country will become the center of the cryptocurrency industry, it is 

most certain that the competition will only continue to heat up in 2022. 

 

Metaverse Becomes Reality 

 

Facebook’s rebrand to Meta during the final quarter of 2021 sent shockwaves throughout the 

technology space causing Microsoft, Apple and Google to set its eyes on the metaverse in 2022  

 

https://www.npr.org/2021/12/25/1063578188/miami-wants-to-become-cryptos-financial-capital-new-yorks-response-bring-it-on
https://twitter.com/FrancisSuarez/status/1455562833006059528?ref_src=twsrc%5Etfw%7Ctwcamp%5Etweetembed%7Ctwterm%5E1456311827550384129%7Ctwgr%5E%7Ctwcon%5Es2_&ref_url=https%3A%2F%2Fcointelegraph.com%2Fnews%2Fnyc-and-miami-mayors-duke-it-out-on-twitter-over-who-is-the-bigger-crypto-advocate
https://cointelegraph.com/news/new-york-coin-launching-this-week-with-mayor-elect-eric-adams-blessing
https://techcrunch.com/2021/12/21/crypto-mayors-on-the-rise/
https://www.bbc.com/news/world-us-canada-58414555
https://indianexpress.com/article/world/el-salvador-plans-first-bitcoin-city-backed-by-bitcoin-bonds-7634824/
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(CNBC). Comparably, the cryptocurrency market also benefited from the rebrand causing 

metaverse based cryptocurrencies such as The Sandbox and Decentraland to gain 16,000% and 

4,000%, on the year (Coindesk). In fact, The Sandbox, a virtual world where players can transact 

in, interact in and create in, appears to be the frontrunner in hosting the decentralized 

metaverse as it did over $300M in total sales in 2021 (Cryptoslam). Notably, an individual plot 

of virtual land in The Sandbox sold for over $4M (Business Insider) rendering it the most 

expensive metaverse sale to of all-time. The virtual playground even raised $93M in its Series B 

round led by Softbank’s Vision Fund 2 to expand its NFT based metaverse (Coindesk). Although 

the metaverse is still very much in its infancy, the space is moving quickly as the capital city of 

South Korea, Seoul, also made a surprise entrance into the metaverse during the end of the 

year. The city released a five year metaverse plan, which includes the construction of a virtual 

city hall and the ability for its citizens to interact with a variety of public services virtually 

(Bloomberg). As contactless communication becomes ever more popular, especially during the 

age of Covid, it could be possible the development of metaverse accelerates in 2022. 

Unfortunately, several notable figures have expressed that metaverse along with Web3 

movement is not as decentralized as it appears and as a result, the fruition of a metaverse 

could bring forth even more issues regarding data privacy, digital rights and centralization (The 

Verge).  

 

Leveraging Up 

 

The influx of institutions into the cryptocurrency space in 2021 caused cryptocurrency 

derivative markets to eclipse record breaking numbers. Open interest in Bitcoin Futures grew as 

much as 119%, from $11.6B to $25.5B, during the apex of the 2021 bull market. Likewise, 

Bitcoin futures volumes exceed $2T during four months out of the year, while during May 2021 

Bitcoin futures set a record doing almost $2.5T in monthly volumes. On the other hand, 

Ethereum futures also experienced immense growth in 2021 as open interest on Ethereum 

futures grew as much as 264%, from $3.4B to $12.4B. Options markets also experienced record 

breaking numbers. Bitcoin open interest on Deribit, the leading options exchange, grew as 

much as 116% from $6B to $13B, while Ethereum open interest on Deribit grew as much 715%, 

from $815M to $7B (Skew). With 70% of institutions expected to gain exposure to crypto by 

2026, we don’t expect this trend to slow anytime soon (Coinmarketcap).   

 
 

https://www.cnbc.com/2022/01/01/meta-apple-google-microsoft-gear-up-for-big-augmented-reality-year.html
https://www.coindesk.com/markets/2021/12/31/here-are-the-top-10-cryptocurrencies-of-2021/
https://cryptoslam.io/the-sandbox/sales/summary
https://markets.businessinsider.com/news/currencies/metaverse-land-sales-valuations-republic-realm-metaverse-group-crypto-2021-12
https://www.coindesk.com/business/2021/11/02/metaverse-startup-the-sandbox-closes-93m-series-b-led-by-softbank/
https://www.bloomberg.com/news/newsletters/2021-11-13/what-the-metaverse-means-for-urban-life?sref=BPgrU5ep
https://www.theverge.com/2021/12/21/22848162/jack-dorsey-web3-criticism-a16z-ownership-venture-capital-twitter
https://www.theverge.com/2021/12/21/22848162/jack-dorsey-web3-criticism-a16z-ownership-venture-capital-twitter
https://skew.com/#1
https://coinmarketcap.com/alexandria/article/70-of-institutional-investors-expect-to-gain-exposure-to-crypto-by-2026-poll-suggests

