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Market Commentary 

US Spot Bitcoin ETFs approved 

Spot Bitcoin ETFs likely to expand the investor base 

Ten years after the first spot Bitcoin ETF application was filed in the US, the 

Securities and Exchange Commission (SEC) finally approved spot bitcoin ETFs 

on January 10th, 2024, albeit grudgingly. The decisive factor seems to have 

been a recent federal appeals court ruling where the SEC was ordered to 

either approve the conversion of Grayscale's closed-end Bitcoin Trust (GBTC) 

to a spot Bitcoin ETF or reject it on some other grounds than previously 

indicated. 

While the European markets have been offering crypto exchange-traded 

products (ETPs) since 2019, this is the first time US investors can access the 

spot price of Bitcoin in a brokerage account via a familiar exchange-traded 

fund (ETF) structure. We believe this approval will help to expand the investor 

base for bitcoin in the US and encourage regulators in other countries to 

reconsider the position in crypto. 

The most obvious target market for the spot bitcoin ETFs is the US advisory 

market segment, which is approximately $30 trillion in size. If the US advisors 

invested just 1 % of their clients' assets to Bitcoin over time, this could 

translate to $300 billion of inflows into these spot Bitcoin ETFs over the next 5-

10 years. We expect the inflows to be gradual as it will take some time for 

advisors to introduce these products to their client base. In the coming weeks 

and months, we expect to see volatility in the price of bitcoin before a new 

equilibrium of supply and demand is achieved. It is also likely that some early 

investors in Grayscale's GBTC will liquidate their bitcoin and put downward 

pressure on the price in the short term. 

Historical performance is not an indication of future performance and any investments may go down in 

value. 

Cryptocurrencies are a high-risk investment and may not be suitable for all types of investor. 

Cryptocurrencies can demonstrate higher volatility than other asset classes. 
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Insight of the Month 

2023 US Crypto Recap 

Early 2023 was filled with crypto challenges in the US 

In crypto, things change quickly. When we look back to crypto sentiment a 

year ago, it was largely negative due to repercussions of the FTX bankruptcy 

and concerns over closing of crypto on and off-ramps in the US. Due to rising 

interest rates, several regional banks were in trouble as people and 

corporations were moving money away from banks and to short-term US 

treasuries where they could earn 4-5% yield. This helped to contribute to the 

bankruptcy of two major US crypto-focused banks, Signature and Silvergate. 

A lot of the challenges in the crypto industry were centred around the actions 

in the US. The SEC filed lawsuits against Coin base and Binance claiming they 

were selling unregistered securities. In these lawsuits, the SEC named several 

coins/ tokens, including as Solana, Carda no and Polygon, as securities. 

Kraken was sued for offering Staking-as-a Service product, which led Kraken 

to stop offering this service in the US. Kraken was later sued for selling 

unregistered securities in the US as well. Despite this negative crypto market 

sentiment, the prices of Bitcoin and many other crypto assets had started to 

rise. 

Sentiment turned positive in June 2023 and was followed by positive 

court outcomes 

In June, the sentiment turned positive as Blackrock filed for a spot Bitcoin ETF 

in the US. While there had been other issuers filing for spot Bitcoin ETF 

applications before, the weight, impact and size of this issuer made the 

approval more likely than before. 

In June 2023, Ripple Labs won their case against the SEC where the SEC had 

claimed XRP tokens were securities. The court ruled that when sold to public 
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via centralised exchanges or when issued to executives or via grants, XRP 

tokens should not be viewed as securities but when sold to sophisticated 

investors, XRP sales should indeed be viewed as securities, and regular 

securities laws would apply. And, finally, a decisive ruling was made by the 

District of Columbia Court of Appeals in Washington where the SEC was 

ordered to approve the conversion of Grayscale's GBTC to a spot Bitcoin ETF 

or reject it on some other grounds. 

Crypto legislative framework created but passing unlikely during current 

US administration 

In addition to these wins at the courts, the US House Financial Services 

Committee passed seven stand-alone pieces of crypto legislation. The goal 

was to create a comprehensive regulatory framework for digital assets in the 

US. The crypto market structure bill passed, and it proposes, that the initial 

regulator for digital assets would be the SEC until the crypto asset is 

sufficiently decentralised, after which the asset would be regulated by the 

Commodity Futures Trading Commission (CFTC). This was a first time a 

framework was proposed for how to define a security or a commodity and the 

process through which a digital asset could become a commodity. 

Two of the most important acts passed were the "Clarity for Payments 

Stablecoins Act of 2023", which provides a clear regulatory framework for the 

issuance of payment stablecoins and "Keep your Coins Act of 2023", which 

allows consumers to maintain custody of their digital assets in self-hosted 

wallets. These bills were introduced to the Senate in November 2023 but 

passing them could be a challenge during the current administration. 

Major uncertainty removed as Binance settled with the US government 

One of the major uncertainties had been the fate of Binance, which the US 

regulators and the Department of Justice had been investigating. Finally, at 

the end of last year, Binance pleaded guilty to allegations and agreed to pay 

Historical performance is not an indication of future performance and any investments may go down in 

value. 

Cryptocurrencies are a high-risk investment and may not be suitable for all types of investor. 

Cryptocurrencies can demonstrate higher volatility than other asset classes. 

For Financial Professional Use Only 8 



WisdomTree Crypto Monthly 

$4.3 billion settlement with the US government for violations that included 

sanctions violations, money laundering and wilfully marketing to US 

customers. The fine did NOT settle charges with the SEC, and we expect the 

SEC to pursue the court cases against crypto exchanges Coin base, Kraken and 

Binance. The CEO of Binance, Zhangpeng Zhao, stepped down and was 

banned from involvement with Binance for three years. The settlement was 

positive news for the industry and clears some of the uncertainty over 

Binance and will pave the way, we believe, for regulated and onshore 

exchanges being used more frequently in the US. 

Historical performance is not an indication of future performance and any investments may go down in 

value. 

Cryptocurrencies are a high-risk investment and may not be suitable for all types of investor. 

Cryptocurrencies can demonstrate higher volatility than other asset classes. 
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