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While Ether’s market cap has been endlessly scrutinized, the market capitalization of ERC-20
tokens generally manages to stay under the radar. In fact, there has been very little serious
research and attention dedicated to the ERC-20 market as a whole up until now.

In this Santiment report, we take a closer look at the size of the ERC-20 market, its separate
evolution over the years and its - if any - correlation to the ‘parent’ market cap of Ethereum.

1 Total Market Capitalization
To calculate the combined ERC-20 market cap, we pulled pricing information on all (853) ERC-20
projects currently in our database (excluding zero-cap projects).

Pricing, on-chain, social and development activity information on all ERC-20 coins is available on
Sanbase or via our API.

Below is the collective market capitalization of all ERC-20 projects, compared to the market capi-
talization of Ethereum itself:

There are several things immediately worth pointing out here:

Minus a few ebbs and flows, the ERC-20 market capitalization appears to move very close to ETH’s
own market cap, with a considerably high average correlation for the past 5 years (more on this in
a moment).
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Since the ‘Black Thursday’ crash, however, the ERC-20 capitalization has proven to be much
less volatile in comparison, recording a steady, uninterrupted growth despite ETH’s prolonged
consolidation and general price instability over the past 6 months.

This uptrend is certainly prompted by the proliferation of decentralized finance protocols and ‘yield
farming’ platforms - many of which are building on Ethereum.

As a result, a historical ‘flippening’ has occurred for the first time earlier this year: on March 18th,
the total market capitalization of all ERC-20 tokens exceeded the market cap of ETH itself, as the
ERC-20 assets were quicker to rebound immediately following the ‘Black Thursday’ crash.

Since then, the two market caps have been neck-and-neck, with Ethereum preserving the market
cap supremacy for the time being. Still, in the past 6 months, ERC-20 coins have ‘out-capped’
Ethereum for a total of 58 days, and are currently just -1% below Ethereum’s market capitalization.

Given the general market trends and current investor sentiment, it feels like only a matter of time
before the ERC-20 market cap overtakes Ethereum’s for good.

2 Correlation
To further understand the relationship between ETH and ERC-20 markets, we also calculated the
rolling correlation between the two ‘asset classes’ for the past 4 years:

For this report, we are using a rolling 3-week correlation window:

• High positive correlation (green zone) means that the two market caps move in a uniform
direction (i.e. both ETH and ERC-20 market caps grow or decline in relative unison)

• 0 means the two market caps move completely independently from each other
• Low negative numbers (red zone) means the two market caps move in opposite directions.

As mentioned above, it is fairly clear that - despite frequent tremors - the correlation between the
two market caps always seems to bounce back very close to 1, with an overall correlation of 0.87
for the observed time frame.
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The historical drops in correlation between the two market caps don’t seem to be tied to a specific
portion of ETH’s market cycle, but do seem to coincide with periods of increased price volatility
for the second largest cryptocurrency.

Major drop-off in correlation was recorded around ETH’s 2017 top, as well as indirectly before
ETH’s push to an all-time high. More recently, the largest dip in correlation this year was recorded
in early June, as Ethereum was consolidating despite a market-wide breakout of ERC-20 coins
(prompted by the DeFi craze).

This correlation plunge might have been an early indicator that the success of DeFi was not yet
accurately ‘priced in’ when it comes to Ethereum, as ETH too finally started to rally about a month
later:

Also note that correlation does not mean causality!

3 ERC20 Token Dominance
ERC-20 assets are not a monolith, and grouping them under the same umbrella only goes so far in
market analysis. In this part of the report, we highlight the relative market cap dominance of top
ERC-20 projects, and how their influence evolved over time.

Below is the ERC-20 market cap, split by the share held by top 3, 5, 10, 50 and 100 assets,
respectively:

Out of 854 ERC-20 assets, the top 3 coins currently account for 45% of the ERC-20 market cap,
while the top 50 projects claim 84%. This points to a highly concentrated market share of the
most established ERC-20 assets, with the bottom 804 assets only accounting for 16% of the total
ERC-20 market capitalization.

Interestingly enough, the ERC-20 pyramid was actually less ‘top-heavy’ during the 2018 bull cycle,
despite there being considerably less ERC-20 assets. At the highest-recorded ERC-20 market
capitalization (on Jan. 7th, 2018), the top 3 assets claimed 36% of the total market cap, while the
top 50 projects accounted for 57.1% of the whole market share. This points to an expanding market
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dominance of the ‘incumbent’ ERC-20 assets, while most new projects still struggle to capture the
market’s attention.

The 3 biggest ERC-20 projects my market cap today are: Tether, Chainlink, Crypto-Com-Coin.

We also checked the historical performance of top ERC-20 projects and their evolution over time.
Here’s a full list of ERC-20 projects that have claimed either the first or second place by market
cap:

• 0X,
• Eos,
• Tron,
• Augur,
• Chainlink,
• Crypto-Com-Coin,
• Digixdao,
• Gnosis-Gno,
• Golem-Network-Tokens,
• Huobi-Token,
• Iconomi,
• Maker,
• Omisego,
• Populous,
• Singulardtv,
• Tenx,
• Tether,
• Unus-Sed-Leo,
• Usd-Coin.

Below chart shows the relative market cap dominance of ERC-20 assets, split by their market share:
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The top ERC-20 asset - USDT - now claims 28% of the total ERC-20 market cap, though its
supremacy has been in a state of ongoing decline over the past 3 months - shrinking from 37% in
June to 28% today.

The main culprits behind the drop-off in USDT’s market share have been the other two largest
ERC-20 assets: Chainlink (LINK) and Crypto.com Coin (CRO), both of which recorded major
gains during the summer. Despite USDT’s market cap shrinkage, the market share of the top 3
ERC-20 coins has grown by 4.9% over the last 3 months.

4 Age Performance
Finally, we wanted to compare the relative performance of all ERC-20 projects according to their
genesis year.

We also excluded USDT from the below calculations to make the final results a bit more legible.

The distribution of all ERC-20 projects according to their year of launch is as follows:

• 2016 - 6 projects
• 2017 - 136 projects
• 2018 - 425 projects
• 2019 - 215 projects
• 2020 - 65 projects

The below graph shows the evolution of the ERC-20 market cap based on the projects’ genesis year.
The diagram on the right shows the current state of the ERC-20 market cap relative to projects’
age.
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Although the number of new ERC-20 projects has more than tripled in 2018 compared to 2017
thanks to the ICO mania, the 2017 batch continues to hold the largest share of the ERC-20 market
cap as of today, with 29.3% of total market capitalization. It’s also worth noting that this excludes
projects that have since migrated to other native blockchains such as EOS or Aeternity.

Although more than half of all ERC-20 projects were launched in 2018, their current market
capitalization share is only 30.3%, pointing to a string of exit scams and under-performing dapps
launched in the midst of the great ICO craze.

Lastly, a major sign of optimism for the ERC-20 landscape moving forward is also the proliferation
and the performance of newly-launched projects deciding to build on Ethereum: so far, the ERC-20
projects formed in 2020 (65 projects total) claim 19.9% of the total ERC-20 market capitalization.

In conclusion, here are the main takeaways of our ERC-20 market cap report:

• ERC-20 market capitalization continues to grow, and is likely to ‘flip’ Ethereum’s own market
cap in the very near future.

• ERC-20 market cap is usually highly correlated to Ethereum’s, while drop-offs in correlation
tend to coincide with periods of increased price volatility for ETH.

• ERC-20 market remains highly concentrated: the biggest incumbent projects dominate the
market even more so than in 2018.

• USDT’s market share has continued to decline steadily over the past few months, with major
gains recorded by other top ERC-20 assets (LINK, CRO)

• While the ICO era is gone, new ERC-20 projects are still being launched, with the 2020 class
already accounting for 20% of the ERC-20 market cap

For more on-chain, social and development information on stablecoins and other cryptocurrencies,
visit app.santiment.net.
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