
 

Historical evidence for bitcoin performing like digital gold

Friday 3 April, 2020

In the first days after the outbreak of the coronavirus crises in the West, crypto plunged like
traditional asset classes. Bitcoin was pronounced dead. A historical analysis by SEBA Research
of several assets indicates that except for this event, crypto does not correlate with stock markets.
  In spite of BTC price drop, the underlying blockchain technology has operated well.
Furthermore, the demand for stable coins is on the rise. Both observations indicate that crypto is
supported by a robust technology and is here to stay.
  Looking at the blockchain network fundamentals, significant drop in difficulty as it was the case
last week, has historically been a reliable indicator for price bottom formation.

Zug, 3 April 2020 – In the recent crash, the independence of bitcoin relative to other assets has been
challenged as it dropped by more than the S&P500 index. Many are tempted to conclude by saying the
diversification argument does not hold anymore. The Research Department of SEBA Bank has a different
opinion, based on an analysis of three examples of financial stress with a focus on gold. This precious
metal is an asset revered as a classic diversifier and, like bitcoin, does not belong to the official monetary
system.

BTC comparable to gold on the long run

During the financial crisis 2008, gold crashed 30%, in parallel with equities. But after three months, the
correlation disappeared and gold served as a diversifier again. During the Black Monday crisis in 1987,
the gold price went up in the beginning and then declined over several years while the opposite
happened at the stock markets. An analysis of the dot-com bubble shows a high correlation during two to
three months before gold and shares performed completely different for years. Being a classical
diversifier on the long run does not necessarily mean anti-correlation during the first days of a crisis.

Bitcoin is now experiencing its first global crisis. During the general run on liquidity, bitcoin fell more than
other markets which were supported by governments and central banks. After the sell-off, the correlation
has declined. This behaviour is similar to what we have observed with gold and S&P 500 during the
dot-com bubble burst.

“Does this mean that we know for certain that bitcoin is going to bounce regardless of what happens to
other asset classes? Absolutely not. Only it is premature to conclude that diversification does not work.
Bitcoin had been pronounced dead 380 times before the recent crash by prominent personalities. This
will be bitcoin’s 381st death, and it will be resurrected for the 381st time”, says Yves Longchamp, Head
Research of SEBA Bank.

High demand in stablecoins

Besides historical analysis of financial markets, cryptocurrencies are resisting the crisis. In 2020,
stablecoins saw a steady rise of 20%, and during the recent sell-off, the demand for stablecoins has
increased. Stablecoins are built on top of existing blockchains. The growing demand for stablecoins gives
us confidence that space is, in fact, thriving.

Download the research publication here.

For more information on SEBA bank, please visit https://www.seba.swiss/

About SEBA

Founded in April 2018 and headquartered in Zug, SEBA is a pioneer in the financial industry, building a
progressive technological bridge between the digital and traditional asset worlds. In August 2019, SEBA
received a Swiss banking and securities dealer licence – the first time a reputed, regulatory authority
such as FINMA has granted a licence to a financial services provider with a main focus on digital assets
and crypto. The wide and vertically integrated spectrum of services, as well as the high security
standards make SEBA’s business approach unique. SEBA enables clients to invest, safely keep, trade
and borrow against traditional and digital assets, as well as issue tokens, in one place.
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