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MARKET COMMENTARY

Bitcoin rallied approximately 9% during the month of March, putting in a nearly 25% rally from the 

low made in the middle of the month to close near $47,000. While the one-year chart still looks like a 

broad consolidation, the recent rally is notable, not only because of the push past $45,000, but also 

because it is pushing against the 200-day moving average. 

BITCOIN PRICE PAST YEAR

Source: Coin Metrics as of 3/30/2022. 
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As you can see in the chart above, bitcoin has historically moved in strong upward trends or waves, 

meaning once it crosses above the 200-day moving average it can register large percentage gains, while 

time below the 200-day moving average has been much shorter. We took this analysis a step farther and 

compared what bitcoin’s 12-month forward returns looked like if an investor purchased above the 200-day 

moving average versus below, as well as the average for the entire period studied:

This of course gives some confirming data to the chart pictured 

above, but what is perhaps more interesting is the average large 

percentage gain over the 12-month period when an investor 

purchased bitcoin and it was below its 200-day moving average. 

In other words, bitcoin has historically done very well once it 

crosses above its 200-day moving average, but even if purchased 

when it is below this, the next 12-months have historically been 

positive. While this is no guarantee of future performance, the 

data does illustrate bitcoin’s price performance so far has been 

marked with very large bull runs, but consistent adoption and 

price increases over longer time frames.

200 DAY MOVING AVERAGE (BITCOIN)

Source: Coin Metrics as of 3/30/2022 and Fidelity Digital Asset calculations. 

All Available History

> 200 DMA 578.53%

< 200 DMA 120.23%

Average over Period Studied 430.09%

2015 - Present

> 200 DMA 277%

< 200 DMA 133%

Average over Period Studied 227%

Source: Coin Metrics as of 3/30/2022 and Fidelity 
Digital Asset calculations. 
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NEWS & EDITORIAL

A curated list of the most relevant news and developments along with our two Sats.

President Biden signs an executive order concerning digital assets

President Biden signed an executive order on March 9th, to “ensure responsible development of digital 

assets.”  The executive order prioritizes responsible financial innovation, the research and development 

of a Central Bank Digital Currency (CBDC), growth of the crypto economy, and the need for U.S. 

technological leadership and competitiveness. A result of this executive order will be a legislative 

proposal by the Attorney General to implement a CBDC, and a report on how cryptocurrency 

technology will impede or advance climate change.

Our Two Sats: The executive order validates the idea that digital assets are more than a passing fad 

and the government is willing to get involved. Overall, the research and regulation resulting from this 

could remove the “unregulated” narrative behind a lot of digital assets, providing more comfort and 

certainty for potential investors and paving the way for institutional onboarding. Additional education 

is much needed and usually a net positive for an industry. However, at this point the executive order is 

largely focused on directing other agencies to produce reports over the next 180 days or more, so time 

will tell what the details bring. We note the executive order has a fairly heavy emphasis on CBDCs, and 

surprisingly does not mention the decentralized nature of these assets anywhere.

El Salvador delays launch of their “Volcano Bonds”

The Central American government had scheduled the launch of their $1 billion bond around the end 

of March, but given market volatility it has decided to delay the offering until May or June, or “at the 

latest in September.” Half of the expected proceeds from the bonds were expected to go towards the 

https://digitalchamber.org/executive-order-digitalassets-summary/
https://www.reuters.com/technology/el-salvador-postpones-bitcoin-bond-issue-expects-better-conditions-2022-03-22/
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construction of a “Bitcoin City,” the other half expected to 

go towards the government purchase of bitcoin. 

Our Two Sats: We noted in previous months’ newsletters 

that progress was being made for the bond offering, 

including the introduction of multiple laws that would pave 

the way for the bond, as well as verbal commitments of $500 

million. While it is not uncommon for financial institutions 

or countries to delay bond offerings due to market volatility, 

it nevertheless does introduce some uncertainty risk that it 

may not happen or the previous demand has now shrunk. El 

Salvador continues to be criticized for its adoption of bitcoin 

as legal tender by organizations like the IMF and World Bank, 

and most recently U.S. Senators introduced a bill that would 

require the U.S. State Department to produce a report on El 

Salvador’s Bitcoin Law and propose a “plan to mitigate risks 

to the United States financial system posed by the adoption of cryptocurrency as legal tender in certain 

countries.” We, of course, will continue to watch this unprecedented plan unfold.  

Goldman Sachs Survey Shows 60% of Surveyed Clients Expect to Increase Crypto 

Holdings

A survey of 172 Goldman Sachs clients revealed that 60% of those surveyed expect to increase their 

digital asset holdings in the next one to two years. Of the 60% expecting to increase exposure, 32% 

said that they expect to “significantly increase” their digital asset exposure. Approximately 51% of all 

respondents reported having digital asset holdings in their investment portfolio compared to 40% 

in the prior year of the survey, and 55% noted that they would be willing to allocate up to 5% of total 

assets to digital assets. This follows news of Goldman Sachs making its first-ever over-the-counter 

(OTC) digital asset transaction with a bitcoin option on March 21. 

NEWS QUICK HITS 
 

A runner from India is on a mission 
to run through 40 countries in 400 

days, using only bitcoin to pay for his 
expenses. So far, he has successfully 

traveled through seven countries.

Ukraine has received “close to $100 
million” in digital asset donations 

as of early March.

The U.S. Virginia Senate has passed 
a bill that will allow traditional 

banks in Virginia to provide digital 
asset custody services.

https://www.theblockcrypto.com/linked/139124/goldman-sachs-crypto-survey-march
https://www.cnbc.com/2022/03/21/bitcoin-options-goldman-sachs-announces-otc-crypto-trade-with-galaxy-digital.html#:~:text=Goldman%20traded%20a%20bitcoin%2Dlinked,the%20nature%20of%20OTC%20trades.
https://cointelegraph.com/news/bitcoin-runs-the-world-traveling-to-40-countries-in-400-days-with-btc
https://cointelegraph.com/news/ukraine-has-received-37m-in-tracked-crypto-donations-so-far
https://cointelegraph.com/news/us-senate-allows-virginia-banks-to-offer-crypto-custody-services
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Our Two Sats: One-off surveys can appear potentially tainted or biased when the data for digital asset 

adoption is so compelling. In recent years, however, survey after survey of investors, from individuals 

to institutions, show dramatically increased levels of interest in digital assets over time. These positive 

trends seen in surveys as well as in real allocations from traditional financial institutions have continued 

to reinforce the thesis that the digital asset revolution is just beginning and will continue to drive 

traditional financial firms towards the embrace of change that is already beginning to take place. We 

also note that the news of Goldman Sachs making an OTC bitcoin option trade is another mile marker 

on the road to mainstream financial institutional adoption.

ExxonMobil, one of the largest oil and gas companies, is using excess natural gas 

to mine bitcoin.

The oil and gas giant launched their pilot program in early 2021 and is now looking to expand to 

Nigeria, Argentina, Guyana, and Germany. Due to a lack of pipelines to move the natural gasses 

offsite, bitcoin mining rigs are brought in to utilize the roughly 18 million cubic feet of gas per 

month that would have otherwise been burned off into the atmosphere. Exxon, looking to meet the 

World Bank’s call to end routine flaring by 2030, states that they “continuously evaluate emerging 

technologies aimed at reducing flaring volumes across our operations.” Natural gas is comprised 

mostly of methane which is 80 times more powerful than carbon dioxide during the first twenty years 

in the atmosphere. 

Our Two Sats: One man’s trash is another man’s treasure. The pairing of these two industries could 

be a match made in heaven. Bitcoin mining rigs are mobile and energy hungry. Bitcoin miners look to 

consume the cheapest energy available and what’s cheaper than energy that was nothing more than 

costly waste. It’s promising to see the oil and gas industry testing whether mining rigs could be a long-

term consumer of excess natural gas. Bitcoin mining also poses an additional source of revenue for 

hard-to-reach sources of energy.

https://grayscale.com/learn/2021-bitcoin-investor-study/
https://www.fidelitydigitalassets.com/bin-public/060_www_fidelity_com/documents/FDAS/2021-digital-asset-study.pdf
https://www.bloomberg.com/news/articles/2022-03-24/exxon-considers-taking-gas-to-bitcoin-pilot-to-four-countries
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DATA TO WATCH

Data we are currently keeping an eye on and our commentary.

Bitcoin Perpetual Futures Funding Rates

We often look to funding rates to see if bitcoin price rallies are being driven by the futures market and may 

be due to speculation or euphoria. We noted last month funding rates were negative across many of the 

popular exchanges as price continued to be choppy and moving in a sideways pattern. What is interesting 

is that this past month saw bitcoin’s price rally nearly 25% in the latter half of the month of March, but 

futures funding rates have not moved much higher. This could indicate the rally is being driven by the spot 

market and not the levered and usually more speculative futures market as we have seen in the past. Part 

BITCOIN FUNDING RATE

Source: Binance as of 3/31/2022.
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of this spot market strength could be attributed to Terra’s bitcoin buying (more on that below). 

Bitcoin Active Supply

We also note active supply remains subdued, indicating there is not a lot of trading or profit taking 

along with the recent rally. Interestingly, longer-term active supply, such as 1-year and even 180-day, 

remain low. 

BITCOIN ACTIVE SUPPLY AND PRICE

Source: Coin Metrics as of 3/30/2022.
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INSIGHTS AND EDUCATION

A monthly long-form section where we provide a Fidelity Digital Asset’s perspective or educational piece.  

Bitcoin as the Anchor of Value: Why Terra is Making Multi-Billion Dollar Bitcoin 

Purchases

The biggest publicly known buyer of bitcoin in recent weeks isn’t who you’d historically expect it to be. 

It isn’t a corporation, pension fund, endowment or even a large traditional financial institution. Rather, 

a different digital asset protocol, who has not been shy in making public statements, is currently the 

biggest known buyer of bitcoin. The Terra ecosystem has purchased over $1.5 billion of bitcoin and 

has plans to buy more in both the short and long-term, as of the time of this writing. We’ll give a brief 

overview of stablecoins, how bitcoin is being used to potentially increase the level of trust in Terra’s 

stablecoin, and what other ecosystem’s utilizing bitcoin could mean for the future of bitcoin and the 

digital asset ecosystem as a whole. 

A Brief Overview of Stablecoins

Stablecoins are one of the most important technologies to emerge in the digital asset space in recent 

years. Stablecoins’ objective is to provide a token with a value that is constant, stable, and pegged to 

some third-party asset such as a fiat currency, a commodity, or even a price index. The most popular 

type of stablecoin aims to maintain price stability with the U.S. dollar.

Stablecoins fulfill a variety of financial use cases including trading, borrowing, lending and spending. 

Stablecoins are a critical piece of infrastructure for the decentralized finance (DeFi) ecosystem. This 

has resulted in questions surrounding their level of decentralization in recent years. The history of 
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stablecoins is rather extensive and more complicated than it may seem. We’ll briefly give an overview of 

the three major categories of stablecoins and explain why algorithmic stablecoins, important to today’s 

discussion, are growing in popularity. The three main categories of stablecoins are explained below:

–  Centralized, Fiat-backed Stablecoins

Centralized stablecoins are the simplest of this category to understand and are the largest in size. These 

stablecoins hold reserves in real world assets such as U.S. treasuries or other investible securities and the 

level of transparency and regulatory oversight of these assets ranges broadly. For example, every $1 in a 

centralized stablecoin is trusted to be backed by a reserve of $1 in other real-world assets. The biggest 

issue with centralized stablecoins is that they are centralized, lack censorship resistance, and require trust 

in third parties – all of which are directly at odds with much of the ethos of cryptocurrencies. As a result, 

alternatives have emerged to allow users to choose stablecoins which are arguably more decentralized, 

thereby trading trust in central intermediaries holding their underlying assets in exchange for trust in code 

and digitally native assets.

–  Collateralized Stablecoins

The next evolution of stablecoins took a logical step towards decentralization by stabilizing themselves 

using digitally native assets rather than real world assets that require a centralized custodian. MakerDAO 

was responsible for the first digitally collateralized stablecoin, known as the Dai stablecoin, and remains 

the most popular in this category to date. Dai is an Ethereum-based stablecoin that is collateralized 

by crypto and uses smart contracts and economic incentives to maintain its $1 stable peg. However, 

in order to ensure that the $1 peg can be maintained at all times, these vaults need to be heavily 

overcollateralized. This leads to an inefficiency of capital, and though a slow and conservative approach 

to stablecoin issuance could make sense, it also slows the issuance rate of the token and the enthusiasm 

of potential users. 

–  Algorithmic Stablecoins

The last category, and most important to explain bitcoin’s recent role in stablecoin stability, are 

algorithmic stablecoins. Over time, some stablecoin entrepreneurs and observers have realized 

that the most important aspect of a successful stablecoin is simply its ability to maintain its pegged 



11IS BITCOIN BECOMING AN ANCHOR OF VALUE?

price at all times, particularly during times of large redemptions. The Terra ecosystem embraced this 

concept by building a platform whose native token is primarily used in the creation and redemption of 

their stablecoin, UST (terraUSD, abbreviated as UST, not to be confused with the popular centralized 

stablecoin from Tether, abbreviated as USDT). The native platform token used to create UST is known 

as Luna. Users can burn (destroy) $1 worth of Luna to create $1 worth of UST. They can also do the 

opposite, redeem their UST for $1 worth of Luna whenever they wish. Luna is not stable in price, and 

much of its price movement is a result of the issuance and destruction of the UST stablecoin. The 

stablecoin doesn’t aim to be backed by assets, but rather it maintains a constant bid at its “peg” to 

maintain its $1 stability. A rough analogy would be a country’s central bank that uses its reserve to 

maintain a peg for its domestic currency. For example, it might use its reserve of U.S. dollars to maintain 

the value of its domestic currency, buying and selling as needed. In this case, Luna is the reserve 

asset, and the algorithm is the central bank. For Terra, the most important mission is the ability for the 

ecosystem to support this $1 peg at all times. If trust is lost in this peg, the project would likely fail. 

Why is UST so Popular?

The UST stablecoin has gained traction for a variety of reasons, but among the most important are its 

prioritization around decentralization and innovation. The minting and burning of the UST stablecoin 

does not rely on real world assets that can be censored or seized, and therefore creates a token 

that embodies decentralization relative to the most popular stablecoins of today that require large 

amounts of trust like Tether and USD Coin. Terra has also created partnerships and products that its 

users want to interact with such as payment platforms to make their stablecoin usable in traditional 

commerce as well as the platforms most popular feature, a savings account known as Anchor. Anchor 

has offered users an attractive fixed-rate savings account paying a consistent rate of roughly 20%. 

The high rate is partially due to an unsustainable subsidy being paid to attract new users. Although 

this rate is likely to be reformed and brought to a more sustainable level, the product is still likely to 

remain attractive relative to similar offerings.

For these reasons, UST has had the highest growth rate amongst stablecoins in recent months. 

The market capitalization of UST was under $3 billion in early November and has ballooned to over 
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$16 billion today, that’s an average of over $2 billion of stablecoin creation per month according to 

CoinGecko. This has led some to become concerned that the stablecoin could become unpegged 

if a large number of users decide to redeem their UST for $1 of Luna at the same time. A “run on the 

bank” scenario is the most commonly discussed risk associated with the Terra ecosystem. If many 

users redeemed at once, a large amount of Luna would be minted causing token dilution that could 

lead to market disruptions and possibly lead to UST becoming unpegged. This brings us to recent 

weeks where Terra and bitcoin have come to cross paths.

Two Worlds Collide - Terra and Bitcoin

Terraform Labs, the company responsible for much of the innovation within the Terra ecosystem, 

announced the launch of a new initiative known as the Luna Foundation Guard in January of 2022. 

In short, the Luna Foundation Guard’s mission is to ensure price stability of the UST stablecoin to 

further instill trust that $1 of UST can always be redeemed for $1 of assets. The group released their 

initial plans in the weeks following which detailed an ambitious roadmap to acquire assets outside of 

their own ecosystem that would provide ongoing support for the stablecoins $1 peg. Their first order 

of business has become purchasing a stockpile of bitcoin, with an initial outlay of $3 billion and a goal 

to reach $10 billion over time. 

At the time of this writing, Terra has purchased over $1.5 billion in bitcoin year-to-date (35,700 BTC). 

They’ve done so with an initial purchase of nearly 10,000 bitcoin at the end of January, followed by a 

purchase plan of roughly $125 million in daily buying from March 22nd through March 30th. Based on 

the initial raise and goal of making roughly $3 billion in purchases to begin, we expect the group to 

continue purchasing additional bitcoin throughout the near future.

This stockpile of bitcoin will be used as a safety mechanism for the UST stablecoin. UST users will 

then be able to rely on a large quantity of bitcoin, in addition to the Luna minting mechanism that 

already exists. It is likely, based off current proposals, that the Luna Foundation Guard will agree on 

some form of action where this bitcoin will provide a constant bid for UST at 98 or 99 cents, whereby 

the bitcoin would only be purchased by rational actors if the stablecoin were to begin to become 

http://lfg.org/missionandvision
https://www.coindesk.com/markets/2022/03/29/tracking-luna-foundation-guards-bitcoin-purchases/
https://blockchair.com/bitcoin/address/bc1q9d4ywgfnd8h43da5tpcxcn6ajv590cg6d3tg6axemvljvt2k76zs50tv4q
https://agora.terra.money/t/bitcoin-reserve-pool/5259
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unpegged from its $1 promise. Knowing that there is now a large amount of bitcoin supporting this 

stablecoin will likely lead to an increased level of trust that users have when interacting with UST. 

It’s a great example of other ecosystem’s being able to lean on bitcoin for the tradeoffs it makes that 

emphasize stability and trustworthiness.  

Going Forward

The purchases of bitcoin by Terra align very well with some of the thinking that we’ve mentioned in 

the past regarding a multichain future. In our piece titled Bitcoin First, we discussed the possibility of 

success for multiple different ecosystems that make various tradeoffs, each aiming to achieve a wide 

array of use cases and gradually becoming more interconnected and interoperable through time. 

We also mentioned how we view bitcoin as unique and likely to be a central part of this digital asset 

ecosystem regardless of how the landscape evolves. 

https://www.fidelitydigitalassets.com/bin-public/060_www_fidelity_com/documents/FDAS/bitcoin-first.pdf
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We suspect that these types of actions could become increasingly frequent as discussions of bridging 

bitcoin collateral to other ecosystems continue to grow. Dai has already done something similar 

to what Terra is making headlines for. In fact, Dai holds over $2.3 billion in wrapped bitcoin tokens 

throughout its multi-collateral vaults today. So, while what Terra is doing is exciting and aligns with 

the potential vision of a multichain world where bitcoin’s stability and tradeoffs can be leaned on by 

other ecosystems, it is not the first time that this has been done to the tune of billions of dollars. 

While Bitcoin’s design is simple and boring, it is also, for this exact reason, trustworthy and elegant. 

It is very likely, in our view, that bitcoin continues to exist as a form of “pristine collateral” for both 

the traditional investment world to use for purposes that include diversification and hedging against 

traditional currencies, and also for alternative blockchain ecosystems that live on the cutting-edge of 

technological advancement that can rely on it to bring stability to their world of constant change and 

innovation. 

https://www.coindesk.com/tech/2022/03/22/avalanche-announces-new-core-wallet-bitcoin-bridge-at-avax-summit/
https://daistats.com/#/collateral
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The information herein was prepared by Fidelity Digital Asset Services, LLC and Fidelity Digital Assets, Ltd. It is 

for informational purposes only and is not intended to constitute a recommendation, investment advice of any 

kind, or an offer or the solicitation of an offer to buy or sell securities or other assets. Please perform your own 

research and consult a qualified advisor to see if digital assets are an appropriate investment option.

Services provided by Fidelity Digital Asset Services, LLC, a New York State-chartered, limited liability trust 

company (NMLS ID 1773897) or Fidelity Digital Assets, Ltd. Fidelity Digital Assets, Ltd. is registered with the 

U.K. Financial Conduct Authority for certain cryptoasset activities under the Money Laundering, Terrorist 

Financing and Transfer of Funds (Information on the Payer) Regulations 2017. The Financial Ombudsman 

Service and the Financial Services Compensation Scheme do not apply to the cryptoasset activities carried on 

by Fidelity Digital Assets, Ltd.

This information is not intended for distribution to, or use by, any person or entity in any jurisdiction or country 

where such distribution or use would be contrary to local law or regulation. Persons accessing this information 

are required to inform themselves about and observe such restrictions.

Digital assets are speculative and highly volatile, can become illiquid at any time, and are for investors with a 

high-risk tolerance. Investors in digital assets could lose the entire value of their investment. 

Fidelity Digital Asset Services, LLC and Fidelity Digital Assets. Ltd. do not provide tax, legal, investment, or 

accounting advice. This material is not intended to provide, and should not be relied on, for tax, legal, or 

accounting advice. Tax laws and regulations are complex and subject to change. You should consult your own 

tax, legal, and accounting advisors before engaging in any transaction.
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future results. Investment results cannot be predicted or projected.
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