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1. Macro Backdrop 
 

January opened with tentative risk appetite, but conviction faded quickly. Early sessions were 

dominated by tariff headlines, renewed geopolitical tension, and growing unease around US 

monetary governance. Trump delayed select tariff increases while floating large-scale MBS 

purchases, developments around Venezuela and Ukraine continued to inject noise, and Japanese 

political rhetoric pushed USDJPY through 159 as long-end JGB yields rose sharply. 

 

Rates oscillated throughout the first half of the month as payrolls, CPI, and retail sales were 

digested against an increasingly politicised Fed backdrop. Concerns intensified mid-month after 

reports that the Federal Reserve had been served DOJ subpoenas related to prior Chair testimony. 

The dollar briefly weakened while gold and crypto caught relief bids, but upside proved fleeting. 

 

Macro price action in January reflected unstable risk appetite: equities failed to hold early gains, 

the dollar re-firmed into month-end, yields steepened, and gold extended higher, underscoring 

persistent demand for defensive hedges amid policy uncertainty (Figure 1). 

 

Figure 1: January price action 

 
Source: Presto Research 
 

Despite repeated attempts to stabilise, trade tensions with Europe and renewed tariff rhetoric 

capped risk appetite. The January FOMC delivered an in-line hold, attention shifted to the Fed 
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chair nomination, and Trump ultimately announced Kevin Warsh. Into month-end, rates steepened, 

the dollar firmed, and equities faded, closing January with a cautious tone and unresolved policy 

overhang. 

 

2. Crypto Market Moves 
 

Crypto entered January attempting to stabilise after December’s drawdown, but early strength 

failed to hold. BTC rallied toward $98k in the first week before rolling over and closing the month 

below $79k. ETH struggled to clear $3.4k and finished under $3k. The charts show a clear 

progression: early-month higher highs, followed by stalled rallies, then an accelerated breakdown 

in the final week as macro risk intensified. The 30-day SPX–BTC correlation moderated into 

January from late-2025 highs but remained positive, reinforcing that crypto continued to trade as a 

macro-sensitive risk asset rather than a decoupled alternative (Figure 2). 

 

Institutional participation remained active but uneven. Early flows leaned constructive, with BTC 

calls lifted at 98k and 100k strikes and ETH call spreads bought. As spot stalled and macro 

uncertainty deepened, positioning turned more two-sided. Risk reversals printed in the 90k–98k 

range as traders faded rallies. 

 

Figure 2: Correlations remained well below +0.5 to start 2026 

 
Source: Presto Research 
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By mid- to late-month, defensive positioning dominated. Front-end implied volatility rose roughly 

10 points on risk-off moves, put skew steepened materially, and February 70k BTC puts were lifted 

as spot sold off into the third week. Large expiries, whale selling, and liquidations compounded 

weakness into month-end. Despite continued corporate accumulation and long-term institutional 

engagement, traders closed January carrying protection rather than upside exposure. BTC 

hovered in the high-$80k area while ETH consolidated near $2.9k, with volatility elevated and 

skew firm to the downside heading into February. 

 

3. Crypto Fund Performance 
 

January extended a difficult stretch for active managers. According to Otos preliminary 

benchmarks, all crypto investment hedge funds declined -1.49% in January. 

Strategy dispersion remained pronounced: 

Figure 3: Fundamental funds continued to struggle in the new year 

 
Source: Otos Data 
 

While losses moderated relative to November and December, January marked the fourth 

consecutive month of negative equally weighted performance across both fundamental and quant 

sub-categories, a sequence not seen since August 2018 to January 2019. Over the past six 

months, the performance gap has widened materially: fundamental strategies are down -24.04%, 

quant strategies -12.43%, while market-neutral funds are up +4.58%.  Over the same period, BTC 

is down approximately -31%, ETH -23%, and SOL -47% 
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January therefore reinforced the structural divide already visible in Q4 2025. Directional and 

signal-driven approaches continued to struggle in a regime defined by macro whipsaw, policy 

uncertainty, and inconsistent follow-through. Market-neutral structures, by contrast, again 

demonstrated resilience, compounding modestly despite deteriorating risk sentiment. 

4. Positioning and Flows 

January’s flows traced a clear behavioural arc. The month began with constructive positioning and 

call buying into early strength. As rallies failed, traders rotated into tactical fade structures. By the 

third week, downside hedging became dominant. 

ETF flows fluctuated, with periods of inflow offset by miner distribution, whale selling, and 

incremental supply. Corporate accumulation remained present but insufficient to offset broader 

risk reduction. The transition from early optimism to late-month defensiveness was visible not only 

in skew and vol but in the sequencing of strikes traded: upside calls early, balanced risk reversals 

mid-month, deep OTM puts into weakness. 

Importantly, positioning into month-end was not outright capitulative. Protection was carried, but 

leverage appeared cleaner relative to October’s disorderly reset. The absence of broad panic 

suggests stress is building in pockets rather than expressing as systemic liquidation. That 

distinction matters as the market assesses whether January represents continuation or exhaustion. 

5. Takeaways 

January underscored how fragile early-year optimism can be in a macro-dominated regime. Policy 

uncertainty, tariff rhetoric, and questions around central bank independence capped risk appetite 

and translated directly into crypto weakness after a brief attempt at stabilisation. 

For funds, the month extended an already difficult cycle. Four consecutive negative months for 

both fundamental and quant strategies mark one of the toughest stretches since 2018–2019. Over 

six months, directional approaches have suffered deeply negative returns, while market-neutral 

strategies continue to separate from the pack. 

The regime remains defined by macro noise and constrained liquidity. Until policy clarity improves 

or a structural crypto-specific catalyst emerges, rallies are likely to be faded, volatility will remain 

reactive to headline risk, and adaptability rather than conviction will continue to determine survival 

into Q1 2026. 
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About Presto 

 

Presto is an algorithmic trading firm where researchers and engineers solve challenging problems 

in global financial markets. Our core strength lies in combining engineering, mathematics, and 

science to navigate both digital asset and traditional finance markets with precision. Presto 

Research, our research unit, provides expert-driven insights to help navigate these markets 

effectively.  

 

Find out more at https://www.prestolabs.io.  

Follow Presto for more content: X, LinkedIn  

Follow Presto Research for latest research : X, Telegram 

 

About Otos  
 

Otos is a data and research platform for the private capital markets with a focus on crypto & digital 

assets. Discover and monitor private financial data in-time promoting transparent, authentic, and 

trustworthy detail on investment managers, service providers, cryptocurrencies, and digital assets. 

 

Find out more at https://www.otosdata.io/ 

Follow Otos for more content: X, Substack 
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Required Disclosures 
 
This material is for informational purposes only and is only intended for sophisticated investors, and is not intended to 

provide accounting, legal, or tax advice, or investment recommendations, or an official statement of Presto or its affiliates. 

The views and opinions expressed herein are those of the author(s) and do not necessarily reflect the views of Presto or its 

affiliates. Any expression of opinion (which may be subject to change without notice) is personal to the author and the 

author makes no guarantee of any sort regarding accuracy or completeness of any information or analysis supplied. This 

material is not a product of Presto Digital Management and does not reflect in any way any views of Presto Digital 

Management or any of its portfolios. 

This material is not and should not be construed as an offer or a solicitation to deal in any investment product or securities, 

or to enter into any legal relations. 

Presto, its affiliates and its employees make no representation and assume no liability to the accuracy or completeness of 

the information provided. Presto, its affiliates and its employees also do not warrant that such information and publications 

are accurate, up to date or applicable to the circumstances of any particular case. Certain statements in this document 

provide predictions and there is no guarantee that such predictions are currently accurate or will ultimately be realized. 

Prior results that are presented here are not guaranteed and prior results do not guarantee future performance. Recipients 

should consult their advisors before making any investment decision. Presto or its affiliates may have financial interests in, 

or relationships with, some of the assets, entities and/or publications discussed or otherwise referenced in the materials. 

Certain links that may be provided in the materials are provided for convenience and do not imply Presto's endorsement, or 

approval of any third-party websites or their content. Any use, review, retransmission, distribution, or reproduction of these 

materials, in whole or in part, is strictly prohibited in any form without the express written approval of Presto. Presto 

Research and related logos are trademarks of Presto, or its affiliates. 
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