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Q1 2021 Crypto ETP Trends 
 
As the crypto industry continues to mature, investors have sought out the familiarity of ETPs 
for exposure to the space. Several trends dominated the narrative in Q1 2021, including: 
popular Grayscale trusts trading at a sustained discount to NAV and several U.S. Bitcoin 
ETF applications from blue-chip financial firms. Moreover, the recent launch of the first-
ever Bitcoin ETFs in Canada, as well as multiple filings for an Ether ETF in Canada, has led 
to optimism that more crypto ETFs are on the horizon.  

Highlights 

 Several crypto ETFs approved in Q1. In addition to multiple Bitcoin ETFs launching 
in Canada, Brazil and Bermuda approved crypto ETFs. As of March 29, 2021, the 
Purpose Bitcoin ETF is the largest of the three, with AUM of approximately 15,231 BTC 
($880 million), according to data from Glassnode. As of the same date, the Evolve 
Bitcoin ETF held 1,241 BTC ($72 million), while the CI Galaxy Bitcoin ETF held roughly 
3,306 BTC ($191 million), per our calculations. The growth in these ETFs demonstrate 
investor interest in BTC remains strong, in our view.  

 Canadian Ether ETFs may be imminent. Two firms, CI and Evolve, both of which 
launched Bitcoin ETFs during the quarter, have filed for Ether ETFs in Canada. Given 
the timeline from receipt of preliminary prospectus to approval for the Bitcoin ETFs, we 
anticipate Ether ETFs could come as soon as Q2 2021.  

 Bitcoin ETF applications continue to pile up. There have been five applications in 
2021 to date for a U.S. Bitcoin ETF. Notably, these applications are from blue-chip 
financial firms, including Fidelity. In addition to the recent approval of crypto ETFs in 
Canada, Brazil, and Bermuda, the recent wave of applications and caliber of the firms 
behind them are driving investor optimism that the SEC could approve a Bitcoin ETF 
in 2021. 

 GBTC and ETHE discounts pressured by lower trading volume. Both the Grayscale 
Bitcoin Trust (GBTC) and the Grayscale Ethereum Trust (ETHE) have closed at a 
discount for much of March 2021. While a greater supply of unrestricted shares, the 
recent launch of Bitcoin ETFs, and filings for Ether ETFs seem to be key forces driving 
the discounts, we also point out lower trading volumes are exacerbating the situation. 
We note that the discount may in fact make sense for these products, given that they 
are closed-end funds. 
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Exhibit 1. Recent Crypto ETP News 

 

 

  

Date Company Event
3/24/2021 Fidelity Fidelity files with the SEC for a Bitcoin ETF.

3/19/2021 First Trust 
Advisors, SkyBridge 
Capital

First Trust Advisors and SkyBridge Capital jointly file with the SEC for 
Bitcoin ETF.

3/19/2021 QR Capital Brazilian securities regulators approve QR Capital's Bitcoin ETF. The ETF 
listing will take place by June, according to Reuters.

3/18/2021 VanEck The SEC publishes VanEck's Bitcoin ETF application, sending up a 45-
day period to aprove or deny the application or extend the review 
period.

3/12/2021 Valkyrie Files for an ETF that would invest in firms with BTC on their balance 
sheets or are otherwise connected to the cryptocurrency.

3/12/2021 WisdomTree WisdomTree files with the SEC for a Bitcoin ETF.

3/9/2021 CI Global Asset 
Management

CI Galaxy Bitcoin ETF begins trading on the TSX, making it the third 
Bitcoin ETF launched in Canada.

3/2/2021 Evolve Funds Files for Ether ETF in Canada.

2/25/2021 CI Global Asset 
Management

Files for Ether ETF in Canada.

2/24/2021 CoinShares Launches physically backed ETH ETP on SIX.

2/24/2021 Evolve Funds Lowers Evolve Bitcoin ETF fees to 0.75% from 1.0%.

2/19/2021 Evolve Funds Evolve's Bitcoin ETF debuts on TSX. 

2/18/2021 Osprey Osprey BTC Trust now available to investors via OTC market.

2/18/2021 Purpose 
Investments

Purpose Bitcoin ETF debuts on TSX.

2/16/2021 NYDIG NYDIG files with the SEC for a Bitcoin ETF.

2/12/2021 3iQ Receives receipt for 3iQ Bitcoin ETF preliminary prospectus.

2/9/2021 Hashdex Hashdex launches world's first crypto ETF, the Hashdex Nasdaq Crypto 
Index ETF, on BSX.

1/22/2021 Valkyrie Valkyrie files with the SEC for a Bitcoin ETF.

Source: Company filings, press releases, and media reports.
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Three Bitcoin ETFs Approved in Canada in Q1 2021 

As of March 30, 2021, Canadian securities regulators approved three Bitcoin ETFs:  

1) Purpose Bitcoin ETF (BTCC) 
2) Evolve Bitcoin ETF (EBIT) 
3) CI Galaxy Bitcoin ETF (BTCX) 

In our view, these products were met up with pent up demand for a Bitcoin ETF and have 
seen steady inflows since launch. As of March 29, 2021, the Purpose Bitcoin ETF is the 
largest of the three, with AUM of approximately 15,231 BTC ($880 million), according to 
Glassnode. As of the same date, the Evolve Bitcoin ETF held 1,241 BTC ($72 million), while 
the CI Galaxy Bitcoin ETF held roughly 3,306 BTC ($191 million), per our calculations.  

 

Exhibit 2. Canadian Bitcoin ETF AUM 

 

 

Purpose Bitcoin ETF Inflows Show Steady Investor Demand 

Since launch, the Purpose Bitcoin ETF continued to see inflows, bringing its total BTC 
holdings to over 15,000 as of March 29, 2021. In our view, with GBTC closed to private 
placement over the last few weeks, this ETF is a key barometer of investor demand.  

So far, the data indicates investor appetite for BTC is unwavering, despite BTC hovering 
near record prices. We calculate that for the month of March 2021 through March 29, the 
ETF saw average daily inflows of approximately $13 million, according to data from 
Glassnode.  
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Exhibit 3. Purpose Bitcoin ETF Inflows in March 2021 

 

 

Ether ETFs On Deck 

Recent filings by CI Global Asset Management (February 25, 2021) and Evolve Funds 
(March 2, 2021) for Ether ETFs in Canada has helped drive sentiment that Ether ETFs are 
around the corner. Given that both of these firms have had Bitcoin ETFs approved and 
launched in Canada, we anticipate an Ether ETF could be approved as soon as Q2 2021.  

 

U.S. Bitcoin ETF Applications Pile Up 

During March 2021, more blue-chip firms filed for Bitcoin ETFs, adding to the stack of 
applications awaiting the SEC. Most recently, Fidelity filed for a Bitcoin ETF on March 24, 
2021. There have been five applications for U.S. Bitcoin ETFs in 2021 to date. The wave of 
applications and the caliber of the firms behind them has raised investor optimism that the 
SEC will approve a Bitcoin ETF in 2021. In addition, with SEC chairman nominee Gary 
Gensler set to be confirmed by the Senate in the coming weeks, sentiment is rising that the 
SEC may be more inclined to approve a Bitcoin ETF, given Gensler’s background in crypto 
and blockchain.  
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Exhibit 4. Bitcoin ETF Applications in 2021 

 

We expect more Bitcoin ETF applications to trickle in over the coming months, as financial 
firms attempt to capture the opportunity as crypto goes mainstream. Moreover, with leading 
financial companies applying for Bitcoin ETFs and with Bitcoin ETFs now approved in 
multiple countries (Canada, Brazil, Bermuda), we believe a Bitcoin ETF approval from the 
SEC is more likely. On March 18, 2021, CoinDesk reported the SEC published VanEck’s 
Bitcoin ETF application, starting a 45-day timeline for a decision on whether to approve or 
deny the application, or extend the review.  

 

Grayscale’s GBTC, ETHE Discount Continues to Draw ETP Investor 
Attention 

 

As GBTC continues to trade below NAV, its daily average volume has declined, 
exacerbating the discount. 

For much of March 2021, the largest crypto ETP, the Grayscale Bitcoin Trust (GBTC) traded 
at a discount to NAV. GBTC closed at an average discount of 5.9% for the month through 
March 29, according to data from Glassnode. This compares to an average premium of 
6.7% and 14.5% in February and January 2021, respectively.  

The Grayscale Ethereum Trust (ETHE) also traded at a sustained discount during March, 
as shown in Exhibit 5. For the month of March 2021, through March 29, ETHE closed at an 
average discount of 5.1%, versus a premium of 9.3% and 15.3% in February and January 
2021, respectively. 

In our view, the discounts indicate a lack of appetite in the secondary market for Bitcoin 
trusts, as demonstrated by lower daily average volumes for GBTC. For the month of March 
2021 through March 29, we calculate GBTC average daily volume was approximately $515 
million, which compares to $679 million in February (-24.2%) and $778 million in January 
(-33.9%) 2021, according to data from Yahoo Finance. 

ETHE exhibited an even greater decline in trading volume in March 2021. For the month of 
March through March 29, ETHE’s daily average trading volume stood at approximately $72 
million, which compares to $138 million in February (-47.5%) and $131 million in January 
(-45.1%) 2021, according to data from Yahoo Finance.  

  

Filing Date Company
1/22/2021 Valkyrie Investments
2/16/2021 NYDIG
3/12/2021 WisdomTree
3/19/2021 First Trust & SkyBridge
3/24/2021 Fidelity
Source: SEC filings.

Both GBTC and ETHE 
saw their daily 
average trading 
volumes decline in 
March relative to 
February and 
January. 
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Exhibit 5. GBTC and ETHE Premium to NAV 

 

This lower trading volume has exacerbated the GBTC discount in our view, which went as 
far as 16% intraday on March 25, 2021. While GBTC’s private placement remains closed, 
inflows to other Bitcoin ETPs, such as the Purpose Bitcoin ETF, continue, signaling that the 
decline in demand for products such as GBTC may be due to the availability of competing 
products, which are cheaper than these trusts. We believe ETHE’s recent discount is due 
to similar reasons.  

 

GBTC and ETHE Discounts May Be Logical  

As both GBTC and ETHE are closed-end funds, their recent discount may make sense 
considering many closed-end funds trade at a discount. Moreover, since these Grayscale 
trusts do not currently feature a redemption mechanism, investors have to turn to the OTC 
market for liquidity. In addition, shares of GBTC and ETHE are restricted for 6 months once 
issued in the private placement, during which they are unable to be sold on the OTC 
market, causing a liquidity constraint for investors. 

Thus, in our view, the recent discounts may accurately reflect:  

1) Lack of a redemption mechanism. 
2) A supply glut of restricted shares, which could turn into further sell pressure once 

unrestricted. 
3) GBTC’s relatively high 2% management fee (2.5% for ETHE). 

Given the accessibility, liquidity, lower fees, and redemption mechanisms of competing 
crypto ETPs, investors may be pricing in the potential case of investing in GBTC and paying 
a 2% annual fee in perpetuity, in the case redemption mechanism is not added in the future. 
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For years, GBTC has been the market-leading crypto ETP, given it is one of the only 
instruments for certain investors to gain BTC exposure in their tax-advantaged accounts. It 
was also a key means for institutional investors to gain exposure to BTC without dealing 
with the complexity of self-custody. Now, we believe the discount is likely here to stay, given 
the proliferation of Bitcoin ETFs, and expect the same for ETHE once Ether ETFs are 
approved.  
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DISCLOSURES 

Nothing herein is tax advice. You should consult your own tax professionals in order to 
understand the risks of investing. 

The research team may own the cryptocurrencies mentioned in this report, and as such this 
should be seen as a disclosure of any potential conflict of interest. This report belongs to 
CrossTower and represents the opinions of its research team. 

CrossTower is not a FINRA registered broker dealer or investment adviser and does not 
provide investment banking services. This report is not investment advice, it is strictly 
informational. Do not trade or invest in any tokens, companies or entities based solely upon 
this information. Any investment involves substantial risks, including, but not limited to, 
pricing volatility, inadequate liquidity, and the potential for complete loss of principal. 

Investors should conduct independent due diligence, with assistance from professional 
financial, legal and tax experts, on topics discussed in this document and develop a 
standalone judgment of the relevant markets prior to making any investment decision. 

CrossTower does not receive compensation from the companies, entities, or protocols they 
write about. Compensation is not received on any basis contingent upon communicating a 
positive opinion in this report. The authors were not hired by the covered entity to prepare 
this report. CrossTower did not receive compensation from the entities covered in this report 
for non-report services, such as presenting at author sponsored investor conferences, 
distributing press releases or other ancillary services. The entities covered in this report 
have not previously paid the author in cash or in stock for any research reports or other 
services. The covered entities in this report are not required to engage with CrossTower. 

The research team has obtained all information herein from sources they believe to be 
accurate and reliable. However, such information is presented “as is,” without warranty of 
any kind whether expressed or implied. All market prices, data and other information are not 
warranted as to completeness or accuracy, are based upon selected public market data, 
reflect prevailing conditions, and the research team’s views as of this date, all of which are 
accordingly subject to change without notice. CrossTower has no obligation to continue 
offering reports regarding this topic. 

Reports are prepared as of the date(s) indicated and may become unreliable because of 
subsequent market or economic circumstances. The graphs, charts and other visual aids 
are provided for informational purposes only. None of these graphs, charts or visual aids 
can and of themselves be used to make investment decisions. No representation is made 
that these will assist any person in making investment decisions and no graph, chart or other 
visual aid can capture all factors and variables required in making such decisions. 

The information contained in this document may include, or incorporate by reference, 
forward looking statements, which would include any statements that are not statements of 
historical fact. No representations or warranties are made as to the accuracy of such forward 
looking statements. Any projections, forecasts and estimates contained in this document are 
necessarily speculative in nature and are based upon certain assumptions. These forward-
looking statements may turn out to be wrong and can be affected by inaccurate assumptions 
or by known or unknown risks, uncertainties and other factors, most of which are beyond 
control. It can be expected that some or all of such forward looking assumptions will not 
materialize or will vary significantly from actual results. 


