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In late December and throughout January, a significant reduction to the number of 
market makers squeezed liquidity around top cryptocurrencies. Surviving market 
makers reduced exposures by widening spreads, creating an increase to upside 
volatility. Many crypto hedge funds were positioned as more defensive to end the 
year as fund operations took center-stage for several teams and capitalized mostly 
on market-beta in January.


Though crypto assets were one of the top performing asset classes in January, new 
institutional inflows for passive and active strategies remained relatively flat as early 
reporting for end-of-month AUMs performed in accordance with the market’s upside.


To start February, the relief rally was quickly tampered by regulators taking a 
strong stance towards US exchanges offering staking and lending services. This 
past week, Kraken was fined $30m and ordered to shut-down its staking services. 
Coinbase’s Brain Armstrong voiced retaliation publicly on behalf of the industry 
arguing, “Staking is a really important innovation in crypto.”  Amid top-of-industry 
battles in the US, refurbished interest in Liquid Staked Derivatives (LSDs) 
continue to grow in popularity in anticipation of Ethereum’s Shanghai Upgrade. 
Further, speculative interest in decentralized perpetual exchanges have 
sustained momentum from early November.

1

2

In January, crypto markets experienced a relief rally to start 2023. The 
VisionTrack Crypto Hedge Fund Composite Index produced a positive return of 
+19.48% compared to BTC +39.64%. Ethereum rallied 32.7% and The Bloomberg 
Galaxy Crypto Index rallied +42.17%.


All sub-categorical indices showcased their best one-month performance in over 
a year. In January, The VisionTrack Fundamental Index returned +36.40%, the 
VisionTrack Quantitative Index returned +12.78%, and the VisionTrack Market 
Neutral Index returned +2.48%.


Despite positive performance to start the year and a permissibly dovish macro 
headwind, several dozen hedge fund strategies closed in November & December 
amid the collapse of FTX. By our observations, this was notably larger in 
comparison from May of 2022, marked by the de-pegging of UST/Luna and 3AC 
collapse. To end the year, VisionTrack estimates there are ~1500 crypto-
dedicated firms investing and trading in the crypto & digital asset market, 667 of 
which are solely crypto hedge funds.


In terms of assets under management, VisionTrack newly released Data 
Dashboard monitors the monthly performance of AUM for crypto-dedicated 
hedge funds, venture firms, and passive/beta fund offerings. The end-of-year 
summed total value amounted to $92.56b of which crypto-dedicated hedge funds 
accounted for $12.01b through December 2022.
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https://www.sec.gov/news/press-release/2023-25?utm_campaign=VisionTrack%20Crypto%20Hedge%20Fund%20Indices&utm_source=hs_email&utm_medium=email&utm_content=2&_hsenc=p2ANqtz-8cyr35YragkjFBCPSHmgfNTTyxnl2HHSzWdCrB3fRoyrj-ww2PIxSGa8SYN4lb_WAQ1roJhTcMqhxyzzMSlGvXBujhNnW6yw3lszc-rWJhoSozcac
https://twitter.com/brian_armstrong/status/1623459237631528960?s=20
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Disclosures

Connect with Us

The VisionTrack Data Dashboard and the VisionTrack Database are provided for informational purposes only and should not be relied upon 
for the basis of any investment decisions. The content provided herein should not be considered investment advice, and is not a 
recommendation of, or an offer to sell or solicitation of an offer to buy, any particular security, strategy, or investment product by Galaxy 
Digital or its affiliates to buy or sell any securities. Except where otherwise indicated, the information is based on matters as they exist as 
of the date of preparation and not as of any future date and will not be updated or otherwise revised to reflect information that 
subsequently becomes available, or circumstances existing or changes occurring after the date hereof.


Certain statements reflect Galaxy’s views, estimates, opinions or predictions (which may be based on proprietary models and 
assumptions, including, in particular, Galaxy’s views on the current and future market for digital assets), and there is no guarantee that 
these views, estimates, opinions or predictions are currently accurate or that they will be ultimately realized. To the extent these 
assumptions or models are not correct or circumstances change, the actual performance of Galaxy and its subsidiaries may vary 
substantially from, and be less than, the estimated performance. None of Galaxy nor any of its respective affiliates, shareholders, partners, 
members, directors, officers, management, employees or representatives makes any representation or warranty, express or implied, as to 
the accuracy or completeness of any of the information transmitted or made available to you. Each of the aforementioned parties 
expressly disclaims any and all liability relating to or resulting from the use of the information.


This document provides links to other websites that we think might be of interest to you. Please note that when you click on one of these 
links, you may be moving to a provider's website that is not associated with Galaxy. These linked sites and their providers are not controlled 
by us, and we are not responsible for the contents or the proper operation of any linked site. The inclusion of any link does not imply our 
endorsement or our adoption of the statements therein. We encourage you to read the terms of use and privacy statements of these linked 
sites as their policies may differ from ours. This document, and the information contained herein, has been provided to you by Galaxy 
Digital Holdings LP and its affiliates (“Galaxy”) solely for informational purposes. This document may not be reproduced or redistributed in 
whole or in part, in any format, without the express written approval of Galaxy. Neither the information, nor any opinion contained in this 
document, constitutes an offer to buy or sell, or a solicitation of an offer to buy or sell, any advisory services, securities, futures, options or 
other financial instruments or to participate in any advisory services or trading strategy. Nothing contained in this document constitutes 
investment, legal or tax advice. You should make your own investigations and evaluations of the information herein. Any decisions based on 
information contained in this document are the sole responsibility of the reader. Certain statements in this document reflect Galaxy’s 
views, estimates, opinions or predictions (which may be based on proprietary models and assumptions, including, in particular, Galaxy’s 
views on the current and future market for certain digital assets), and there is no guarantee that these views, estimates, opinions or 
predictions are currently accurate or that they will be ultimately realized. To the extent these assumptions or models are not correct or 
circumstances change, the actual performance may vary substantially from, and be less than, the estimates included herein. None of 
Galaxy nor any of its affiliates, shareholders, partners, members, directors, officers, management, employees or representatives makes 
any representation or warranty, express or implied, as to the accuracy or completeness of any of the information or any other information 
(whether communicated in written or oral form) transmitted or made available to you. Each of the aforementioned parties expressly 
disclaims any and all liability relating to or resulting from the use of this information. Certain information contained herein (including 
financial information) has been obtained from published and non-published sources. Such information has not been independently verified 
by Galaxy and Galaxy does not assume responsibility for the accuracy of such information. Affiliates of Galaxy's own investments in some 
of the digital assets and protocols discussed in this document. Except where otherwise indicated, the information in this document is 
based on matters as they exist as of the date of preparation and not as of any future date, and will not be updated or otherwise revised to 
reflect information that subsequently becomes available, or circumstances existing or changes occurring after the date hereof. The 
foregoing does not constitute a "research report" as defined by FINRA Rule 2241 or a "debt research report" as defined by FINRA Rule 2242 
and was not prepared by GalaxyDigital Partners LLC. For all inquiries, please email contact@galaxy.com. ©Copyright Galaxy Digital 
Holdings LP 2022. All rights reserved.

If you are a digital asset fund manager and would like to contribute your performance results to VisionTrack to be 
eligible for inclusion in our VisionTrack Indices, please reach out to us at visiontrack@galaxy.com.


For more information on our updated methodology as well as downloadable monthly data, please visit our website at 
https://visiontrack.galaxy.com.
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