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Overview

The 21Shares S&P Risk Controlled Ethereum Index ETP (SPETH) seeks to limit 

the volatility of the S&P Ethereum Index to a target level of 40% by adjusting 

the exposure to the underlying index and allocating to U.S. dollars. Ethereum 

is the leading smart contract platform in the crypto industry and second-

largest cryptoasset by market capitalization. It pioneered the first wave of 

crypto-native applications, paving the way for the emergence of Web 3 and 

its underlying sectors, such as decentralized finance (DeFi), games, art, media 

and music (NFTs). As a result, Ethereum captures the growth of the most 

thriving digital economy. However, more risk-averse investors could be wary 

of the fact that Ethreum’s implied annual volatility has consistently been above 

80%. By comparison, the annual volatility of the S&P 500 sits around 20%. 

SPETH is rebalanced dynamically using a mathematical algorithm when a 

threshold based on exposure is crossed. We back-tested the 5-year correlation 

of returns and overall performance of SPETH, ETH (Ethereum), SPY (S&P 500), 

and QQQ (Nasdaq 100) – delivering impressive results. SPETH exhibited lower 

correlation levels to the SPY and QQQ than an Ethereum-only allocation (0.14 

vs. 0.27), making it a valuable tool for portfolio diversification. Additionally, 

SPETH achieved the highest risk-adjusted return across all assets that we 

examined, as measured by the Sharpe ratio (0.67).

• The main advantage of SPETH comes from the rebalancing algorithm, 

which allows investors to get exposure to Ethereum while limiting the 

asset’s volatility to a target level of 40%. 

• The historical performance of the underlying index has been impressive, 

achieving lower correlation levels than an Ethereum-only allocation to 

traditional equities, and higher-risk adjusted returns.

Investment Thesis

Ethereum Fundamentals

• Launched in 2015, Ethereum is considered the biggest innovation in the 

crypto industry since the creation of Bitcoin in 2009.

• With around 4,000 monthly active developers, it has the most vibrant Web 

3 ecosystem where the majority of innovation has taken place.

• Ethereum has generated $8.1 billion in revenue from user transaction fees 

in the past year, showing that demand for its block space is unmatched.

Volatility-managed exposure to 

Ethereum (target level of 40%)

Product  type

SPETH

• Macroeconomic and regulatory uncertainty.

• Smart contract risks aggravate as the ecosystem matures.

• The rise of competing smart contract platforms with separate communities 

and different scaling approaches could threaten Ethereum’s dominance in 

the Web 3 space.
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Figure 2:
SPETH Performance (5-Years)

Figure 1:
Correlation Matrix (5-Years)

* Color description: Red color means higher correlation 
among assets, blue color means lower or negative 
correlation among assets. Lower or negative 
correlated assets have diversification benefits that 
could improve portfolio risk-adjusted returns.

* Data Source for Both Tables: S&P Dow Jones 
Indices (SPETH), Messari (ETH), and Yahoo Finance 
(SPY and QQQ)

Note for Figures:
 All information for the SPBTC underlying index prior to its Launch Date is hypothetical back-tested, not actual performance, based on the index 
methodology in effect on the Launch Date.

* 09-Jun-2017 - 7-Jun-2022

Figure 3:
SPETH Price Performance (5-Years)


