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Ethereum Market Activity Heats Up

YOU ARE RESPONSIBLE FOR DETERMINING WHETHER ANYTHING CONTAINED HEREIN IS SUITABLE FOR YOUR PARTICULAR
CIRCUMSTANCES, AND FOR SEEKING PROFESSIONAL TAX, LEGAL, AND/OR INVESTMENT ADVICE AS APPROPRIATE. PLEASE SEE
THE OTHER DISCLAIMERS AT THE END OF THIS REPORT.

SUMMARY

● The successful integration of Ethereum’s Goerli testnet on 10 August 2022 signaled the
completion of the final step before the network’s merge and transition to
Proof-of-Stake (PoS).

● The anticipated merge will make Ethereum's transaction processing more
energy-efficient and reduce the network’s 's energy consumption by 99.95% due to the
switch from a Proof-of-Work (PoW) consensus mechanism to PoS.

● Market activity surrounding Ethereum (ETH) and Ethereum-related assets has
increased considerably as the planned merge dated (between September 10-20)
approaches.

This report highlights the increasing digital asset market activity and price movement
surrounding Ethereum-related assets as the network’s merge approaches. Our analysis is
compiled from the DAR’s data sources, as well as public sources, media reports, and press
releases.

ETHEREUM MERGE BACKGROUND, TIMING, AND IMPACT

The merge will be the most significant upgrade to the Ethereum network to date. It
represents the joining of the existing Ethereum network (Mainnet) with a new
Proof-of-Stake (PoS) based consensus layer called the Beacon Chain.

Initially, the Beacon Chain was developed separately from the Mainnet. The current
Proof-of-Work (PoW) based Mainnet has been running while the Beacon Chain ran in
parallel. The upcoming merge will combine the two chains together and replace the
Mainnet’s PoW consensus mechanism with PoS. The switch will also reduce the amount
of energy required to secure and maintain the Ethereum blockchain transactions by more
than 99.005%.
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https://blog.ethereum.org/
https://blog.ethereum.org/
https://ethereum.org/en/upgrades/merge/
https://ethereum.org/en/energy-consumption/


The merge is currently scheduled for sometime between 10-20 September 2022. While
the actual date and parameters could still change, the results of the multiple testnet
merges could be an encouraging sign that the Ethereum mainnet will switch to PoS
consensus without issue.

As the Ethereum merge approaches, the share of trading volume for ETH and
Ethereum-related assets – like Polygon (MATIC), Optimism (OP), Ethereum Classic (ETC),
Lido (LDO), and Rocket Pool (RPL) – on has increased considerably The chart below shows
trading volume across DAR’s Vetted Exchanges for ETH, ETC, LDO, MATIC, LDO, OP, and
RPL, as well as Bitcoin (BTC) for comparison purposes.

Figure A – Share of Volume on DAR Vetted Exchanges

Source: Digital Asset Research’s Market Data

Additionally, ETH and Ethererum-related digital assets have also outperformed BTC over
the past two months. The chart below compares the performance of BTC, ETH, ETC, LDO,
MATIC, LDO, OP, and RPL.
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Figure B – Return Performance

Source: Digital Asset Research’s Market Data

ETH’S PRICE MOVEMENT AHEAD OF THE MERGE

Ethereum is the most dominant smart contract platform; it has the most decentralized
application activity and its ecosystem has the highest total value locked (TVL).

After a decline in June 2022, the Ethereum blockchain’s native token, Ethereum (ETH)
rallied to to approximately $2,000, gaining more than 100% since 19 June 2022, as shown
in the chart below which displays ETH’s price and verifiable volume on DAR’s Vetted
Exchanges and Watchlist Exchanges.
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Figure C – Ethereum Daily Price and Trade Counts

Source: Digital Asset Research’s Market Data

ETH’s transition to a PoS consensus mechanism has been highly anticipated and recent
developments have bolstered investor enthusiasm for the token, as well as other tokens
closely related to the success of ETH merge.

SCALING SOLUTION TOKENS RISE

Polygon (MATIC)

As an Ethereum sidechain solution, Polygon intends to scale the Ethereum network by
linking Ethereum-compatible blockchain networks. Polygon is the Ethereum layer 2
solution that has received the most widespread adoption. In contrast to Ethereum, which
can process 13–17 transactions per second (TPS), Polygon claims to be able to carry out
7,000 TPS. Polygon uses its own consensus process and its own MATIC token to verify
transactions on the Polygon PoS network. Those who are in possession of MATIC tokens
therefore have the ability to become validators for the network and earn a reward every
time a transaction is processed. Staking is the term used to describe this process. MATIC
has increased more than 100% since the announcement of the merge date.
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Figure D – MATIC Daily Price and Volume

Source: Digital Asset Research’s Market Data

Optimism (OP)

Optimism is an alternative generalized layer 2 token that exhibits the same behavior as
Ethereum but at a lower cost. Optimism utilizes Optimistic Rollups where it relies on the
fact that all members in the network will carry out their responsibilities in good faith.
Optimism's governance token, OP, has risen by around 250% since the announcement of
the merge date.
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Figure E – OP Daily Price and Volume

Source: Digital Asset Research’s Market Data

ETHEREUM CLASSIC SEES A PRICE INCREASE

Ethereum Classic was launched in 2016 as a hard fork from Ethereum. While the
Ethereum Classic chain sees much less activity than Ethereum, the price and volume of
its native ETC token has increased as the Ethereum merge approaches. Discussions about
a possible Ethereum PoW fork also instigated conversations about Ethereum Classic,
which might serve as the preferred chain for existing Ethereum miners that want to
maximize the use of their mining rigs. Since the announcement of the merge date, ETC
has risen by over 200%.
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https://ethereumclassic.org/


Figure F – ETC Daily Price and Volume

Source: Digital Asset Research’s Market Data

LIQUID STAKING TOKENS SEE PRICES RISE

Lido (LDO)

Lido is a liquid staking protocol for ETH 2.0 that enables ETH stakers to earn yield while
having access to their capital in the form of a derivative token named stETH. More than
4.2 million in ETH has been staked through Lido, making it the leader in the Ethereum
staking market share. Lido’s native token, LDO, has seen its price increase by more than
500% since the announcement of the merge date.
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Figure G – LDO Daily Price and Volume

Source: Digital Asset Research’s Market Data

Rocket Pool (RPL)

Rocket Pool is another liquid staking protocol for ETH 2.0 that enables ETH stakers to earn
yield while having access to their capital in the form of a derivative token named rETH.
Unlike Lido, Rocket Pool allows anybody to become a node operator in the network by
creating a minipool, which requires a deposit size of 16 ETH (50% of the required
minimum amount to become an Ethereum validator, the remaining 50% will be received
from Rocket Pool’s user deposits). Rocket Pool’s native token, RPL, has seen its price
increase by about 300% since the announcement of the merge date.
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https://rocketpool.net/


Figure H – RPL Daily Price and Volume

Source: Digital Asset Research’s Market Data

CONCLUSION

The price of Ethereum rallied in August 2022, reaching a local high of approximately
$2,000, its highest level in the preceding three months. Market activities for ETH and
Ethereum-related digital assets, such as liquid staking providers and scaling solutions,
also showed a considerable increase in price and volume. As the Ethereum merge
approaches in less than 3 weeks, market activity and volatility surrounding ETH and
Ethereum-related assets may continue to increase.
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DISCLAIMERS

You are permitted to store, display, analyze, modify, and print this report, but only for your own use. You are not
permitted to (a) reverse engineer, decompile, decode, decrypt, disassemble, or in any way derive source code
from this report; (b) modify, translate, adapt, alter, or create derivative works from this report; (c) copy (except as
expressly permitted in the Subscription Services Agreement), distribute, publicly display, transmit, sell, rent, lease
or otherwise exploit this report or grant any third party access to it; (d) frame or scrape or in-line link to the this
report or use web crawlers, web spiders or other automated means to access, copy, index, process and/or store
any of the information herein; (e) create apps, extensions, programs or other products or services that use any of
the information herein; or (f) make or have made a service or product using similar ideas, features, functions or
graphics of or providing a similar benefit as that provided by this report.

DAR DOES NOT MAKE AND HEREBY EXPRESSLY DISCLAIMS ALL WARRANTIES, ORAL OR WRITTEN, EXPRESS OR
IMPLIED, INCLUDING WARRANTIES OF NON-INFRINGEMENT, MERCHANTABILITY, AND FITNESS FOR A
PARTICULAR PURPOSE. WITHOUT LIMITING THE FOREGOING, YOU AGREE THAT YOUR USE OF THIS REPORT IS
AT YOUR SOLE RISK AND ACKNOWLEDGE THAT THIS REPORT IS PROVIDED “AS-IS” AND DAR DOES NOT MAKE
ANY WARRANTIES WITH RESPECT TO THE OPERATION, AVAILABILITY, RELIABILITY, ORIGINALITY OR ADEQUACY
OF THE SAME. THIS REPORT (INCLUDING ANY INFERENCES OR CONCLUSIONS DRAWN HEREIN) IS BASED ON
INFORMATION DAR CONSIDERS RELIABLE, HOWEVER, DAR DOES NOT REPRESENT IT AS ACCURATE OR
COMPLETE, AND IT SHOULD NOT BE RELIED ON AS SUCH. THIS REPORT (INCLUDING ANY INFERENCES OR
CONCLUSIONS DRAWN HEREIN) IS PROVIDED FOR GENERAL INFORMATIONAL PURPOSES ONLY AND YOU ARE
RESPONSIBLE FOR DETERMINING WHETHER ANYTHING CONTAINED HEREIN IS SUITABLE FOR YOUR
PARTICULAR CIRCUMSTANCES, AND FOR SEEKING PROFESSIONAL TAX AND/OR INVESTMENT ADVICE AS
APPROPRIATE. DAR DOES NOT GIVE TAX, LEGAL OR INVESTMENT ADVICE OR ADVOCATE THE PURCHASE OR
SALE OF ANY SECURITY, INVESTMENT, CRYPTOCURRENCY OR DIGITAL ASSET. NONE OF THE INFORMATION
CONTAINED IN THIS REPORT CONSTITUTES OR IS INTENDED TO CONSTITUTE A RECOMMENDATION BY DAR TO
ACQUIRE, HOLD, INVEST IN, OR USE ANY PARTICULAR COIN, TOKEN, CRYPTOCURRENCY, PROTOCOL, COMPANY
OR FOUNDATION.

You assume the entire risk of any use you make or permit to be made from this report. Without limiting the
foregoing and to the maximum extent permitted by applicable law, in no event shall DAR have any liability
regarding this report for damages, even if notified of such possibility.

The information contained herein is as of the date hereof and is subject to change without prior notice. We may
provide oral or written market commentary or trading strategies to our clients that reflect opinions that are
contrary to the opinions expressed in this research. Information containing any historical information, data or
analysis should not be taken as an indication or guarantee of any future performance as past performance does
not guarantee future results. None of DAR’s products or services recommend, endorse, or otherwise express any
opinion regarding any “coin”, “token”, “cryptocurrency” “protocol”, “company” or “foundation” and none of DAR’s
products or services are intended to constitute investment advice or a recommendation to make (or refrain from
making) any kind of investment decision and may not be relied on as such.
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