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The recent rapid collapse of cryptocurrency exchange FTX on the heels of the crash 
of Terra’s Luna and the failure of Celsius has sent shockwaves through the crypto 
ecosystem. In the wake of these events, questions about regulatory oversight of 
digital assets, where the ecosystem goes from here, and potential spillover risks to 
the financial system and the real economy are Top of Mind. For answers, we turn to 
former SEC Chairman Jay Clayton, former CFTC Chairman Timothy Massad, Yale’s 
Gary Gorton, One River’s Marcel Kasumovich, and GS traders, strategists, and 
economists. Given their varying perspectives, it’s perhaps no surprise that their views 
differ on the role that the US regulatory landscape for digital assets has played in 

the turmoil, why it has (so far) remained contained within the crypto ecosystem, and whether that’s likely to remain 
the case. But they generally agree on one point: that the innovative potential of blockchain technology remains 
significant and remarkable.

“The collapse of FTX is firstly an age-old lesson that 
unregulated markets are dangerous. 

- Jay Clayton
 
Saying that US crypto entities are well-regulated by state 
laws is akin to saying that the stock market was well-
regulated prior to the 1929 crash under state blue sky 
laws. 

- Timothy Massad

The problem is not the absence of regulation, but the 
absence of regulatory clarity. 

- Marcel Kasumovich

The recent crises didn’t have spillover effects, not 
because regulators have effectively ringfenced crypto 
from the traditional financial system, but because 
blockchain technology isn’t currently interoperable with 
the real world... But that lack of interoperability will 
eventually change. 

- Gary Gorton
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https://www.wsj.com/articles/how-regulate-cryptocurrency-markets-11670110885


Crypto’s total market cap has fallen by around 70% since its 

peak in May 2021, to levels below $900bn, a correction 

roughly in line with that of the first ‘crypto winter’ in 2018 

Bitcoin and ether volumes have fallen by roughly 65% since 

mid-2021, compared with around 95% during the first winter 

Leverage within the crypto ecosystem, as proxied by total 

value locked (TVL) in decentralized finance, is nearly 80% off its 

2021 highs, at around $42bn 

 

The recent FTX turmoil triggered a temporary surge in users 

moving their assets off exchange wallets 
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GS GIR equity research analyst Will Nance examines the effects of the recent crypto crises—

including the collapse of Terra’s Luna algorithmic stablecoin and, most recently, FTX’s 

bankruptcy—on the broader crypto ecosystem. His key findings are below.  

The punchline: lower prices, weaker investor sentiment, and a renewed focus on counterparty 

risk have driven a significant decline in crypto market cap, traded volumes, and leverage from 

the highs of 2021, and, more recently, a temporary spike in unique Bitcoin addresses. 
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The total market cap of cryptocurrencies has declined by ~$1.5tn 
from its peak, but the hit to US investors is likely ~$500bn  
$bn 

1

We expect falling asset prices to a drag on spending in 2023, but 
crypto price declines to contribute only marginally to this drag 
Contributions to real PCE growth, QoQ AR, pp 
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Open interest in natgas collapsed post-Enron, but later recovered 
Contracts, thousands 

0

200,000

400,000

600,000

800,000

1,000,000

1,200,000

1,400,000

1,600,000

1997 1999 2001 2003 2005 2007

Enron collapse

After an initial 
spike (like 

bitcoin), open
interest in natural 

gas collapsed 
over credit 

concerns, but 
eventually 
recovered







 





Disclosure Appendix 

https://www.goldmansachs.com/disclosures/australia-new-zealand/index.html
https://www.gs.com/worldwide/brazil/area/gir/index.html


https://www.goldmansachs.com/disclosures/australia-new-zealand/index.html
https://www.gs.com/disclosures/europeanpolicy.html


https://www.sipc.org/
https://www.theocc.com/about/publications/character-risks.jsp


 

https://www.theocc.com/about/publications/character-risks.jsp
https://www.fiadocumentation.org/fia/regulatory-disclosures_1/fia-uniform-futures-and-options-on-futures-risk-disclosures-booklet-pdf-version-2018
https://www.fiadocumentation.org/fia/regulatory-disclosures_1/fia-uniform-futures-and-options-on-futures-risk-disclosures-booklet-pdf-version-2018
https://research.gs.com/
https://www.gs.com/research/hedge.html



