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2025 was not the year many crypto investors expected, but it was the year the asset class grew up.  More than any other 

theme, the year made clear that crypto is no longer driven primarily by hype cycles, retail speculation, or simplistic 

narratives.  Instead, prices and positioning are increasingly shaped by liquidity, institutional behavior, regulation, and 

market structure.  Understanding those forces, and adapting to them, proved far more important than trying to time 

rallies or rely on familiar playbooks from prior cycles. 

Looking ahead, the dominant macro force shaping 2026 is fiscal dominance.  The U.S. is running historically large deficits 

at full employment, federal debt has climbed to nearly $39 trillion, and political incentives have shifted decisively toward 

“running the economy hot,” particularly heading into midterm elections.  In this environment, monetary policy 

increasingly bends to fiscal realities.  Even in a non-recessionary cutting cycle, where growth remains resilient and 

inflation is only partially tamed, pressure builds on the Federal Reserve to keep front-end rates contained and liquidity 

flowing, regardless of lingering price pressures. 

Layered on top of this are geopolitical and legal wildcards that reinforce uncertainty around fiat credibility including 

shifting tariff authority, ongoing conflicts that influence energy markets, and oil-driven disinflation that may prove 

temporary as AI-driven power demand and infrastructure spending accelerate.  The result is a macro backdrop that 

increasingly resembles a reflationary regime with dollar weakness, rising commodity prices, and a growing bid for non-

sovereign stores of value.  Precious metals have already responded, and Bitcoin is increasingly occupying the same 

conceptual space.  Not as a short-term risk trade, but as a hedge against long-term monetary debasement in a world 

where debt burdens matter politically, even if they appear to matter less in markets, until they suddenly do. 

Bitcoin’s sensitivity to fiscal conditions has become more apparent as it has institutionalized.  Short-term price action 

will continue to be driven by liquidity and positioning, but the longer-term demand case increasingly rests on confidence 

in fiat systems.  As fiscal expansion persists and monetary policy accommodates it, the appeal of a fixed-supply, globally 

liquid asset grows stronger. 

Our posture into 2026 reflects the lessons of 2025 to remain unlevered, stay selective, and focus on infrastructure that 

matters if digital finance continues integrating into the real economy.  Volatility will persist, but it is increasingly driven 

by identifiable forces rather than chaos. 

We entered 2025 cautiously optimistic.  Bitcoin had recovered strongly from the prior cycle’s lows, ETF inflows were 

steady, and the regulatory tone in the United States was shifting in a more constructive direction.  Early enthusiasm, 

however, quickly collided with macro reality.  The first quarter reminded investors that crypto can still trade like a risk 

asset when uncertainty rises.  Policy headlines, tariffs, and growth concerns repeatedly overwhelmed positive 

developments, making it clear that “good news” alone would not lift prices if liquidity and risk appetite were tightening 

at the same time. 



 

The second quarter delivered the opposite lesson.  April’s sharp drawdown and rapid rebound showed how quickly 

crypto can recover when financial conditions ease even modestly or the dollar weakens.  As the year progressed, a 

consistent pattern emerged that liquidity is the true tempo-setter.  When funding conditions loosened, crypto didn’t 

need a new story to rally, it simply needed breathing room. When liquidity tightened, even strong adoption and 

infrastructure narratives struggled to show up in price. 

The summer months reinforced another important shift.  This was not a year where capital indiscriminately flowed 

across the market. Bitcoin dominance remained elevated, and the long-anticipated broad altcoin rally never truly 

arrived. Instead, capital became far more selective than in past cycles.  Ethereum’s strong mid-year performance, 

alongside renewed focus on stablecoins, tokenization, and on-chain financial infrastructure, made it clear that investors 

were rewarding assets with real utility, durable demand, and institutional relevance.  This “stock-picking” environment 

carried through the rest of the year and shaped our own positioning, including expanding exposure to on-chain credit 

and high-throughput ecosystems where activity and fee generation increasingly concentrated. 

By the final quarter, market structure took center stage.  The October 10th liquidation event was a defining moment of 

2025. It was not a failure of blockchains, but a stress test of leverage and liquidity.  Highly levered positioning, thin order 

books, and automated risk controls on centralized venues combined to overwhelm markets when a shock hit outside 

U.S. trading hours.  At the same time, decentralized infrastructure functioned as designed, settling trades and liquidating 

collateral transparently without intervention.  That contrast reinforced a core belief we emphasized throughout the year 

that resilience comes from over-collateralization, transparency, and rule-based execution, not from leverage or opacity. 

Derivatives markets underscored how much crypto has matured.  Despite large spot moves in both directions, implied 

volatility remained relatively subdued and trending down for much of the year, only repricing meaningfully after the 

October deleveraging.  This stability reflects deeper hedging markets, more institutional participants, and a broader use 

of structured strategies.  The trade-off is that when positioning becomes crowded, unwinds can be abrupt.  This dynamic 

was especially visible in basis markets.  The popular basis trade, long spot bitcoin via ETFs and short futures, compressed 

repeatedly toward levels where it no longer cleared cost of capital.  When the economics broke down, traders 

mechanically unwound by selling ETF exposure and buying back futures.  That process produced record ETF outflows in 

November that appeared like capitulation but were largely position resets rather than a loss of long-term conviction. 



Another underappreciated source of late-year selling pressure was tax-loss harvesting.  Bitcoin’s pullback from October 

highs left many recent buyers sitting on unrealized losses, particularly against a backdrop of strong equity market 

performance.  With stocks up materially in 2025, investors had an incentive to realize crypto losses to offset gains 

elsewhere before year-end.  

As the market matured, the way institutions chose to gain exposure also evolved.  Public companies increasingly 

adopted digital asset treasury (DAT) strategies, holding Bitcoin, Ether, and other major assets on their balance sheets 

and offering crypto exposure through equity markets.  Early in the year, these vehicles became an important source of 

price-insensitive demand, helping support markets.  The second half of the year clarified the limits of this model. As 

equity valuations compressed and net-asset-value ratios approached parity, new issuance slowed and treasury 

accumulation decelerated.  DAT companies shifted from a tailwind to a more neutral force, reminding investors that 

these strategies are sensitive to broader equity sentiment and liquidity conditions.  Even so, their rise marked a 

meaningful step in crypto’s institutionalization, reinforcing crypto’s role as strategic assets while highlighting that 

durable growth ultimately requires a broad base of demand across ETFs, on-chain usage, and long-term holders. 

These developments also explain why the traditional “four-year cycle” framework lost much of its explanatory power.  

Bitcoin today bears little resemblance to its 2013 or 2017 predecessors. Market capitalization is orders of magnitude 

larger, derivatives markets are deep and liquid, and regulated ETFs hold a meaningful share of supply.  With most Bitcoin 

already in circulation and new issuance under one percent annually, halvings no longer function as dramatic supply 

shocks.  Bitcoin increasingly behaves like a global macro asset, responding to liquidity, real yields, and risk sentiment.  

Calendar-based narratives still influence psychology, but they are no longer sufficient to explain price action. 

Despite volatility, slow moving positive forces continued to build throughout 2025. Institutional access widened as major 

wealth platforms normalized crypto exposure.  Bank of America, Vanguard, Morgan Stanley, Wells Fargo, and Schwab all 

took steps toward integrating crypto into mainstream investment workflows.  These changes did not immediately offset 

drawdowns, but they materially expanded the long-term addressable market.  Access is becoming normal, and that 

normalization matters far more over years than months. 

Regulatory progress was one of the most consequential developments of the year.  The passage of the GENIUS Act 

established a federal framework for dollar-backed stablecoins, providing clarity around reserves, issuance, and 

permissible use cases.  Attention now turns to market structure.  The Digital Asset Market Clarity (CLARITY) Act is 

advancing through Congress and would define when digital assets are commodities versus securities while clarifying the 

roles of the SEC and CFTC. Passage would codify the current pro-innovation posture into law, reducing policy-reversal 

risk and allowing institutions to engage with confidence rather than caution. 

Inside the portfolio, 2025 reinforced our focus on foundational infrastructure rather than chasing what was loudest.  

LINK (Chainlink), UNI (Uniswap), and AAVE (Aave) remained core positions because they sit on the critical pathways 

through which crypto is increasingly used, regulated, and institutionalized.  Chainlink underpins on-chain finance by 

providing verified data, interoperability, and automation across networks . Uniswap, the oldest and largest decentralized 

exchange, resolved a long-standing value-capture debate by activating protocol fees and burning UNI, directly linking 

token economics to usage.  Aave remained the anchor of on-chain credit while highlighting a broader governance 

challenge of aligning DAO governance with off-protocol commercial activity as protocols scale. 

2025 was not the year crypto went parabolic.  It was the year crypto became durable. 

Adapting to evolving market conditions, optimizing risk-adjusted returns, and maintaining a vigilant awareness of the 

cryptocurrency and macroeconomic landscapes will continue to be a focus of our strategy. 

 

 

 

 



Galaxy Liquid Crypto Fund LP – Onshore Net Performance Summary 1 

 
 JAN  FEB  MAR APR  MAY  JUN   JUL   AUG   SEP  OCT  NOV DEC  FY/YTD  ITD

2 
2022  Fund  — — — — -0.07%

1 -33.49%  29.85%  -10.28% -5.02%  7.61% -12.71% -7.61% -36.17%  
 BGCI  — — — — -0.94% -39.43% 43.80%  -12.96% -7.20% 8.07%  -17.95% -9.46%  -44.06%   

2023  Fund  33.62%  0.54%  14.36% 1.05% -4.78% 5.10% -3.89%  -11.75% 3.47% 23.25%  11.13% 16.87% 118.24%  
 BGCI  42.12% 0.34% 11.96% 1.81% -6.15% 2.49% -0.63% -13.72% 1.77% 20.10% 18.25% 23.63% 139.56%   
2024  Fund -2.52% 36.17% 21.25% -22.86%  15.95% -10.49% 2.49%  -13.69% 8.13% 6.68%  43.04%  -6.10% 76.65%  
 BGCI  -3.04% 42.83%  13.61% -22.20%  22.81% -12.77% 4.88%  -17.83% 7.99%  3.27% 44.63%  -8.96%  65.95%  
2025  Fund 6.79% -28.91% -10.28% 7.71% 20.96%  2.89%  16.96% 9.33%  -3.49%  -7.91% -22.29%  -3.54%  -22.21% 19.37% 

 BGCI  6.39% -27.86%  -10.96% 8.42%  21.60% -2.03%  26.07%  3.53%  1.05% -7.60%  -19.41% -6.48%  -18.93% 17.44% 

 
[1] Past performance is no guarantee of future results. Actual returns may vary . From fund inception, May 16, 2022, through January 31, 2024, performance shown is 

net of a 3.00% management fee. From February 1, 2024 through current month end, performance is net of a 2.00% management fee.  As of March 31, 2024, the tables above 

reflect  the Bloomberg Galaxy Crypto Index.  

[2] ITD is annualized.  

 

If you have any questions, please feel free to reach out.  Thank you for your continued support. 

Chris Rhine and Ian Kolman 

Portfolio Managers 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

Important Disclaimers 

 

The information (Information) contained herein must be kept strictly confidential and may not be reproduced or 

redistributed in whole or in part, in any format, without the express written approval of Galaxy Digital Capital 

Management LP or its relevant affiliate (“GALAXY”). By accepting this document, you acknowledge and agree that all of 

the Information contained in this document is proprietary to Galaxy and will be kept strictly confidential by you. Each of 

the funds referenced within this piece are provided for informational purposes only. The key facts and service providers 

referenced herein are subject to change. Securities transactions are effected through Galaxy Digital Partners LLC, a 

member of FINRA and SIPC. 

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 

bitcoin mining), 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 the Fund may vary substantially from, and be less than, the estimated 

performance. None of Galaxy, the Fund nor any of their 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 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 the Information or such other information. 

The Information is being provided to you solely for discussion purposes and may not be used or relied on for any 

purpose (including, without limitation, as legal, tax or investment advice) without the express written approval of 

Galaxy. The Information is not an offer to buy or sell, nor is it a solicitation of an offer to buy or sell, interests in the Fund 

or any advisory services or any other security or to participate in any advisory services or trading strategy. If any offer 

and sale of securities is made, it will be pursuant to the confidential offering memorandum of the Fund (the Offering 

Memorandum or Fund prospectus (“Prospectus”)). Any decision to make an investment in the Fund should be made 

after reviewing such Offering Memorandum or Prospectus, conducting such investigations as the investor deems 

necessary and consulting the investor’s own investment, legal, accounting and tax advisors in order to make an 

independent determination of the suitability and consequences of an investment. 

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. 

Investing in financial markets, the Fund, digital assets, including Bitcoin, and Bitcoin-related industries involves a 

substantial degree of risk. There can be no assurance that the investment objectives described herein will be achieved. 

Any investment in the Fund may result in a loss of the entire amount invested. Investment losses may occur, and 

investors could lose some or all of their investment. No guarantee or representation is made that Galaxy’s investment 

strategy, including, without limitation, its business and investment objectives, diversification strategies or risk 

monitoring goals, will be successful, and investment results may vary substantially over time. Nothing herein is intended 

to imply that the Galaxy’s investment methodology may be considered “conservative”, “safe”, “risk free”, or “risk 

averse.” Neither historical returns nor economic, market or other performance is an indication of future results. 

The performance of the Fund may vary from the performance of the relevant Fund’s index or benchmark due to things 

including, but not limited to, fees and expenses charged to investors. 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. 

Galaxy does not provide tax, accounting or legal advice. Notwithstanding anything to the contrary, each recipient of this 

Information, and  each employee, representative or other agent of such recipient may disclose to any and all persons, 

without limitation of any kind, the U.S. income and franchise tax treatment and the U.S. income and franchise tax 

structure of the transactions contemplated hereby and all  materials of any kind (including opinions or other tax 

analyses) that are provided to such recipient relating to such tax treatment and tax  structure insofar as such treatment 

and/or structure relates to a U.S. income or franchise tax strategy provided to such recipient by Galaxy. 

Certain information contained herein constitutes forward-looking statements, which can be identified by the use of 

terms such as “may”, “will”, “should”, “expect”, “anticipate”, “project”, “estimate”, “intend”, “continue” or “believe” (or 

the negatives thereof) or other variations thereof. Due to various risks and uncertainties, including those discussed 

above, actual events or results, the ultimate business or activities of Galaxy or the Fund or the actual performance of 

Galaxy or the Fund may differ materially from those reflected or contemplated in such forward-looking statements. As a 

result, investors should not rely on such forward-looking statements in making their investment decisions. 

None of the Information has been filed with the U.S. Securities and Exchange Commission, any securities administrator 

under any state securities laws or any other governmental or self-regulatory authority. No governmental authority has 

opined on the merits of the offering of any securities by the Fund, or the adequacy of the information contained herein. 

Any representation to the contrary is a criminal offense in the United States. Affiliates of Galaxy own investments in 

some of the digital assets and protocols discussed in this document, including investments in Bitcoin and bitcoin mining 

specifically. 

Hedge funds and other alternative investments involve a high degree of risk and can be illiquid due to restrictions on 

transfer and lack of a secondary trading market. They can be highly leveraged, speculative, and volatile, and an investor 

could lose all or a substantial amount of an investment. Alternative investments may lack transparency to investors of 

information as to share price, valuation, and portfolio holdings.  Complex tax structures often result in delayed tax 

reporting and potentially materially different returns for offshore versus onshore investors.  Compared to mutual funds, 

alternative investments are subject to less regulation and often charge higher fees. 

BLOOMBERG is a trademark or service mark of Bloomberg Finance L.P. GALAXY is a trademark of Galaxy. Bloomberg 

Finance L.P. and its affiliates (collectively, Bloomberg) are not affiliated with Galaxy, the Fund, the Galaxy Bitcoin Fund, 

the Galaxy Crypto Index Fund, and the Galaxy Ethereum Fund and their respective affiliates (collectively, Galaxy). 

Bloomberg’s association with Galaxy is to act as the administrator and calculation agent of the Bloomberg Galaxy Bitcoin 

Index, the Bloomberg Galaxy Crypto Index, the Bloomberg Galaxy Ethereum Index and the Bloomberg Galaxy DeFi Index 

(collectively, the “Index”), which is the property of Bloomberg. Neither Bloomberg nor Galaxy guarantees the timeliness, 

accurateness, or completeness of any data or information relating to the Index or results to be obtained. Neither 

Bloomberg nor Galaxy makes any warranty, express or implied, as to the Index, any data or values relating thereto or 

any financial product or instrument linked to, using as a component thereof or based on the Index (Products) or results 

to be obtained therefrom, and expressly disclaims all warranties of merchantability and fitness for a particular purpose 

with respect thereto. To the maximum extent allowed by law, Bloomberg, it licensees, Galaxy and its and their 

respective employees, contractors, agents, suppliers, and vendors shall have no liability or responsibility whatsoever for 

any injury or damages—whether direct, indirect, consequential, incidental, punitive, or otherwise—arising in connection 

with the Index, any data or values relating thereto or any Products—whether arising from their negligence or otherwise. 

 

 

 

 


