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Motivation: Crypto Market

• What do we know about cryptocurrencies?

• Are they a scam? A bubble? Maybe.

• Whether scam or not, it is a big market nowadays, and it has grown exponentially in the
last few years.
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Motivation: Crypto Market

• It is not obvious if there are any empirical regularities.

• Do cryptocurrency returns share similarities with other asset classes (e.g. equities)?

• This paper: studies the cross-section of cryptocurrency returns using standard empirical
asset pricing tools.
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A preview of results

• There are nine long-short strategies based in size, momentum, volume, and volatility with
statistically significant excess returns.

• A three-factor model with cryptocurrency market, size and momentum accounts for the
excess returns of all of the nine successful zero-investment strategies.

• Standard stock market factors (FF3+momentum, FF5) cannot account for the
cross-section of cryptocurrency returns.

• Finally, results are generally robust to shorting constraints in the cryptocurrency markets.
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Data

• Trading data of all cryptocurrencies available from Coinmarketcap.com.

• 1,707 coins from the beginning of 2014 to the end of 2018; all coins with over 1 million
dollars in market capitalization.

• 25 factors that depend only on price and market information.

• The cryptocurrency market return is simply the value-weighted return of all the
underlying available coins.

• 1 month T-bill rates and standard factors from Kenneth French’s website.
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Summary Statistics A: Coin Market Data
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Summary Statistics B: Coin Market Returns
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Factors: Size and Momentum
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Factors: Volume and Volatility

12 / 35



Table of Contents

1. Introduction

2. Data

3. Results

4. Conclusion

13 / 35



Size Factor Returns
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Momentum Factor Returns
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Volume Factor Returns
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Volatility Factor Returns
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Insignificant Factor Returns
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Crypto CAPM
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Crypto CAPM (contd.)
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Market + Size

21 / 35



Market + Size (contd.)
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Market + Momentum
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Market + Momentum (contd.)
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Three Factor Model
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Three Factor Model (contd.)
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Three Factor Model (contd.)
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Fama-French Three-Factor Model
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Fama-French Three-Factor Model (contd.)

29 / 35



Fama-French Three-Factor Model (contd.)
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Fama-MacBeth Cross-Sectional Regression
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Bitcoin for Short Portfolios

32 / 35



Table of Contents

1. Introduction

2. Data

3. Results

4. Conclusion

33 / 35



Conclusion

• The cross-section of cryptocurrencies can be meaningfully analyzed using standard asset
pricing tools.

• Size and momentum factors are important in capturing the cross-section of
cryptocurrency returns.

• A parsimonious three-factor model that can be constructed using the market information
is successful in pricing the strategies in the cryptocurrency market.
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Thank You!
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