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• While bitcoin trading volumes and price fell -18.8% and -5.2% MoM, respectively, bitcoin’s annualized 
volatility was virtually flat MoM at 50.6%, the lowest level since last March. 

• In 2019, bitcoin posted a strong, positive correlation with gold (0.70), US investment grade corp. bonds 
(0.78), and the US 10 Year T-bond (0.82), which suggests that bitcoin continues to mature as an alternative 
to traditional “risk-on” financial assets. 

• Crypto ponzi schemes were front and center in December — market participants were spooked by rumors that 
two BitClub Network mining conspirators remained at large and by 790,000 ETH having been moved from a 
PlusToken wallet to an unknown wallet.  

• Monthly returns and annualized volatility for 2019 expressed a relatively strong positive correlation with 
2011 and 2016, which may be indicative of 2019 having been the early innings of a bull market. 

• Historical trends in bitcoin wallets with balances ranging between ₿10 - ₿100 and ₿1,000 - ₿10,000 suggest 
that market participants are back in an accumulation phase while whales are in a wait-and-see phase. 

December 2019 Takeaways
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Volatility Trends

sources: Kraken

• Staying true to the trend, December was comparatively less volatile than November and mostly saw sideways price 
action alongside falling trading volumes. 

• On December 18 bitcoin fell to $6,430, its lowest level since May 11; the plunge was subsequently met with a +13% 
rally later that day, bringing volatility to a local, 4-week high of 62.2% on December 20. 

• Bitcoin’s intra-month price range of $6,430 - $7,800 marked the narrowest absolute dollar trading range since March.
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• December concluded with annualized volatility falling 0.6 percentage points to a reading of 50.6%, which marked 
a second month of declines and the lowest level since March, when volatility fell to a 1-year low of 24.4%. 

• Trading volumes fell -18.8% and the price of bitcoin sunk -5.2% in December, marking two months of back-to-
back declines and an 8-month low.  

• On the contrary, annualized velocity closed out the month +10% higher MoM and continues to trend higher after 
hitting a 1-year low of 10.4x in October. 

The Month-Over-Month Report

sources: Kraken Intelligence, CoinMarketCap, CoinMetrics.io  
notes: trading volumes summed across Kraken, Bittrex, Binance, Binance Jersey, Binance US, Bitfinex, Bitstamp, Coinbase, EOSfinex, Gemini, Poloniex 

annualized velocity = (monthly transaction volume (USD) ÷ average market capitalization) x 12
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     1-Month & 3-Month 
• December and the prior three months had exhibited a relatively weak 

correlation between bitcoin and traditional financial assets. 
 
6-Month 

• The most notable correlation in 2H2019 was with the S&P500 (-0.68). However, 
when considering bitcoin's -32% return in 2H2019, it’s no surprise that the 
S&P500 was notably negatively correlated with bitcoin; over the past 6 months, 
the S&P500 appreciated +9% on the back of improving trade discussions, 
earnings growth, and lower interest rates.  

    1-Year 
• 2019 concluded with bitcoin posting a strong positive correlation with gold 

(0.70), US investment grade corp. bonds (0.78), and the US 10 Year T-bond 
(0.82), all of which are considered alternatives to traditional “risky assets.”  

• Oil was the standout for the year with a correlation of -0.04,  or virtually no 
relationship. 

• By analyzing historical 1-year correlations we found that traditional financial 
assets turned substantially more positively correlated with BTC. This is 
particularly true for the US 10 Year T-bond, US investment grade corp. bonds, 
and gold. 
 
2-Year 

• As of year-end, the only correlations that stood out were US high yield corp. 
bonds (0.61) and US investment grade bonds (0.53). 

Correlations — Traditional Financial Assets

sources: Kraken Intelligence, Bloomberg

-
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     1-Month 
• Of the 5 largest altcoins by market capitalization, EOS exhibited an 

abnormally highly positive correlation (0.81) with bitcoin relative to peers 
and the group average of 0.59.  
 
3-Month and 6-Month 

• 3-month and 6-month correlations were strongly positive across all assets, 
though Bitcoin Cash (BCH) stands out with a correlation of 0.91 and 0.94 
across both time horizons.  
 
1-Year & 2-Year 

• With the exception of XRP (0.07) and EOS (0.33), bitcoin retained a 
relatively strong correlation amongst the top 5 altcoins over the past year. 
The same is true when looking as far back as 2017, though on the whole 
correlations were not nearly as strong. 

     90-Day Rolling Correlations 
• By analyzing bitcoin's 90-day rolling correlation relative to its price, we 

can see that the top 5 altcoins followed in bitcoins footsteps throughout 
most of 2019; there were, however, a few exceptions: 
• In 1Q2019 LTC outperformed relative to BTC, as market participants 

braced for the LTC halving.  
• XRP briefly deviated away from BTC in late-2Q and mid-4Q.

Correlations — Crypto Assets

sources: Kraken Intelligence, Bloomberg
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North America: US retail sales were up, the Conference Board’s Consumer Confidence Index fell for the fourth straight month, unemployment returned to a 50-year low of 
3.5%, and CPI inflation remained unchanged YoY at 2.3%. The ISM manufacturing index remained in negative territory for the fourth straight month, yet the ISM non-
manufacturing index remained in expansionary territory. The FOMC left US interest rates unchanged and reiterated that it would need to see a material shift in their outlook 
to adjust rates. The FOMC also released its members’ median GDP growth forecast for 2020, calling for 2%, and the Fed dot plot, which plots individual members’ forecasts 
of rates. The committee’s dot plot revealed that most members expect rates to remain unchanged in 2020 and a 25 bps rate hike in 2021. The US and China finally reached a 
phase I trade deal, though a 25% tariff on approximately $250B worth of Chinese imports persists. On December 31st, Donald Trump tweeted that he would be signing the 
phase I deal with China on January 15th. The S&P 500 finished 2019 with a gain of +28.9%, while the Nasdaq composite rose +35.3%. Technology stocks powered those 
gains, vaulting +48% higher for the year. The Canadian jobs report was a significant disappointment to the market and unemployment jumped to 5.9%, Canada's worst 
employment result since 2009. The Bank of Mexico chose to once again cut interest rates by 25 bps. 
 
Europe: the Eurozone posted solid 3Q GDP results with underlying final domestic demand rising 0.4% QoQ, though retail sales and German industrial output both 
registered large declines. The ECB held its monetary policy steady, made minimal changes to its economic projections, and indicated that rates will stay flat or move lower 
until inflation outlook reaches close to, but below 2%. The Governing Council stated that they would continue purchasing assets until shortly before rates go higher. 
Christine Lagarde, the new President of the ECB, said that downside growth risks still remain but are less pronounced, noting initial signs of stabilization in growth and 
mildly higher inflation. Eurozone manufacturing PMI gave up last month's gains and remains in contractionary territory, signaling contraction in 11 of the last 12 months. 
However, services PMI rose and finished the year without having fallen into contractionary territory once. German industrial output slumped 1.7% MoM, the U.K.'s 
Conservative Party leader Boris Johnson secured his position as prime minister, and the Bank of England held rates steady while noting that “GDP growth was projected to 
pick up from current below-potential rates, supported by the reduction of Brexit-related uncertainties, an easing of fiscal policy, and a modest recovery in global growth.” 
The UK FTSE 100 closed out the year +12% higher while the Europe-wide Stoxx 600 rose +23%. 

Asia: Chinese retail sales and industrial production accelerated to their fastest pace since June, a significant and encouraging sign given the US-China trade war. On the 
other hand, industrial production plunged -4.5% MoM in Japan, the largest monthly decline since the 2011 earthquake and tsunami. It’s believed that the increase in Japan’s 
value-added tax rate on October 1 may also have temporarily dampened demand and output for durable goods. The Bank of Japan acknowledged a slowdown in industrial 
production but indicated that the “increasing trend” in business fixed investment and corporate profits at “high levels” are reasons not to be worried. Gross fixed capital 
formation rose 4.9% YoY in Q3-2019, a reasonably strong reading given ongoing global growth challenges and weak economic growth. With respect to Korea, industrial 
production growth remains on a downtrend since the end of 2018 and posted a -2.6% YoY loss last month. The industrial slowing in Korea appears eerily similar to 2015 
when fears about a significant slowdown in the global economy and China were swirling, much like the last few months. In 2019, China’s CSI 300 index advanced +36%, 
Japan’s Nikkei posted a return of +18%, and South Korea’s KOSPI climbed +7.1%.

The Macro Trend

sources: Deloitte
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Key Events
1. Institutions Point to Upside 
A. December 6: a State Street survey of 101 primarily US-based asset managers, 71% of whom had 

AUM exceeding $100B, found that 94% of respondents hold digital assets or related products (e.g. 
BTC futures). Of funds with AUM larger than $500B, 69% plan to increase their allocation. Among all 
clients surveyed, 38% plan to increase their allocation in 2020 while 45% indicated intent in 
maintaining their allocation. 

B. December 7: Deutsche Bank releases “Image 2030” research report and suggests that crypto could 
replace fiat currencies by 2030 because the existing fiat system looks “fragile.” The bank pointed out 
that uncertainty surrounding fiat systems is driven in part by “decades of low labor costs” and 
inflation. The report stated, “If one of the GAFA [Google, Apple, Facebook and Amazon] (or their 
Chinese counterparts BATX [Baidu, Alibaba, Tencent and Xiaomi]) for example are able to overcome 
regulatory hurdles...this would broaden the appeal of cryptocurrencies, hasten their adoption, and 
give them the potential to eventually replace cash […] demand for alternative currencies, from gold 
to crypto, could take off [in the next decade].” The report estimates the number of blockchain wallet 
users to increase to 200M by 2030. 

C.

sources: CoinDesk,  Deutsche Bank, U.S. Department of Justice, Chainalysis, Whale Alert

2. Crypto Scams Heat Up 
A. December 10: four men were arrested in connection with the BitClub Network mining scheme, which defrauded investors of $722M over five years. According to 

the US Department of Justice, “The indictment describes the defendants’ use of the complex world of cryptocurrency to take advantage of unsuspecting investors. 
What they allegedly did amounts to little more than a modern, high-tech Ponzi scheme that defrauded victims of hundreds of millions of dollars.” The defendants 
are being indicted on conspiracy to commit wire fraud and selling unregistered securities while two remain at large.  

B. December 16: Chainalysis reported that they’ve tracked $2B worth of crypto that victims sent to PlusToken, a Chinese high-yield ponzi scheme that guaranteed 
investors substantial returns. Chainalysis was able to track 800,000 ETH and 45,000 BTC, some of which were transferred to the scammers’ addresses. The report 
also suggested that PlusToken had successfully cashed out at least 10,000 ETH while 790,000 ETH remains untouched in a single wallet. It’s believed that only 
25,000 BTC has been cashed out and the remaining 20,000 BTC is spread out across more than 8,700 cryptocurrency addresses for obfuscation. Chainalysis 
concluded that PlusToken cash-outs correlated with drops in bitcoin’s price and could have been the catalyst for several sell-offs since July. 

C. December 18: Whale Alert (@whale_alert) tweeted that 789,525 of ETH ($106M USD) had been transferred from the PlusToken wallet to an unknown wallet, raising 
concerns over the potential of both large amounts of ETH and BTC to hit the market.
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https://www.coindesk.com/state-street-38-of-clients-will-put-more-money-into-digital-assets-in-2020
https://www.dbresearch.com/PROD/RPS_EN-PROD/PROD0000000000503196/Imagine_2030.PDF
https://www.justice.gov/usao-nj/pr/three-men-arrested-722-million-cryptocurrency-fraud-scheme
https://blog.chainalysis.com/reports/plustoken-scam-bitcoin-price
https://twitter.com/whale_alert/status/1207464036142596096?s=20
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Key Events
1. Regulators Firm Up 
A. December 5: EU ministers said they could consider rules to regulate crypto assets and stablecoins 

as part of a global plan and that private digital currencies shouldn’t be allowed in the EU until risks 
are addressed. A joint statement by the ministers read, “No global stablecoin arrangement should 
begin operation in the European Union until the legal, regulatory and oversight challenges and 
risks have been adequately identified and addressed.” 

B. December 11: Congress proposed the Crypto-Currency Act of 2020 and published a discussion 
draft to clarify which Federal agencies regulate digital assets. Under the act, each regulator is 
required to make available to the public a list of all Federal licenses, certifications, or registrations 
required to create or trade in digital assets.  

C. December 11: the New York State Department of Financial Services (NYDFS) proposed 
modifications for the approval process for listing new cryptos with its virtual currency licenses (i.e., 
BitLicense and trust charter) to accommodate for the “exponential and continued growth in the 
number of coins available in the market.” The framework examines how an exchange approaches 
an asset’s governance, risk, and monitoring, with each category including concerns the regulator 
would like addressed before approval.

sources: Reuters, Forbes, NYSDFS,  AMF, The Block

D. December 26: France’s AMF releases rules and  guidelines to apply for a digital asset service provider (DASP) license, as well as how to apply for non-mandatory 
licenses. The rules and guidelines expand upon France’s PACTE law, which was passed in May and is one of the first crypto legislative packages passed in Europe. 
To apply for a DASP, AMF must receive a  two-year business plan, a list of digital assets the firm is going to service, the list of geographies the firm will operate in 
and the firm’s organizational chart. Licensed DASPs are also required to have: 1) professional indemnity insurance or minimum reserves; 2) at least one effective 
senior manager; 3) resilient IT systems; 4) an internal control system; 5) a claims handling procedure; 6) an avoidance of conflicts of interests; and 7) procedures 
to prevent money laundering and terrorist financing. 

E. December 27: the Beijing Local Financial Supervision and Administration Bureau, the  Business Management Department of the People's Bank of China, the 
Beijing Banking and Insurance Regulatory Bureau, and the Beijing Securities Regulatory Bureau released a note asking firms to not engage with crypto businesses. 
According to Chinese authorities, cryptocurrency trading activities have resurged following the recent promotion of  blockchain technology in China and has 
caused some platforms to have “seriously violated” 2017 rulings. Authorities also urged investors to report any businesses in violation of laws & regulations. 
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https://www.reuters.com/article/us-eu-ecofin-cryptocurrencies/eu-agrees-tough-line-on-digital-currencies-like-facebooks-libra-idUSKBN1Y91E4
https://www.forbes.com/sites/jasonbrett/2019/12/19/congress-considers-federal-crypto-regulators-in-new-cryptocurrency-act-of-2020/#ef4781b5fcdb
https://www.dfs.ny.gov/apps_and_licensing/virtual_currency_businesses/pr_guidance_regarding_listing_of_vc
https://www.amf-france.org/eli/fr/aai/amf/rg/livre/7/20191219/notes/fr.html
https://www.theblockcrypto.com/linked/51581/beijing-authorities-issue-warning-firms-must-not-conduct-crypto-business
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2019 in Review
Monthly Returns 

• Despite December posting greater returns than November, the month’s 
-5% loss was well below the average and median return of +9% and 
+8%, respectively. 

• Looking historically, monthly returns in 2019 exhibited a relatively 
strong positive correlation with 2011 (0.48) and 2016 (0.70), as well as 
a moderately strong negative correlation with to 2012 (-0.51).  

Monthly Annualized Volatility 
• December is historically a less volatile month than November, though 

this year we saw a relatively flat MoM trend. 
• Annualized volatility of 51% in December 2019 was substantially below 

its 9-year average of 83% and a median of 61%. 
• Volatility in 2019 correlated positively with 2011 (0.59) and 2016 (0.38). 

Connecting The Dots 
• Both monthly returns and annualized volatility for 2011 and 2016 

exhibited a relatively strong positive correlation with 2019; it’s worth 
noting, both 2011 and 2016 were “prelude years" to massive bull 
market runs. 

• Assuming history repeats itself, January should be considerably more 
volatile than December and post a return between -3% and +6%.

sources: Kraken
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Where to Next?
Bitcoin Distribution By Addresses  

• Since 2018, roughly 50% of existing bitcoins have been 
held in wallets with balances between ₿10 - ₿100 or 
₿1,000 - ₿10,000; these cohorts exhibit a correlation of 
0.88. 

The ₿1,000 - ₿10,000 Cohort 
• At today’s price, this cohort consists of bitcoin wallets 

with $8M - $80M worth of bitcoin. These addresses are 
referred to as “whales,” individuals or groups with 
enough capital to impact the price of bitcoin immediately 
or over time. 

• As seen in figure 1, this cohort appears to accumulate 
opportunistically, producing abrupt, periodic surges in 
the number of addresses prior to jumps in volatility.

Figure 1: Number of bitcoin addresses with ₿1,000 - ₿10,000 relative to price volatility

Accumulate

Accumulate
Accumulate

Volatility Volatility

Volatility

sources: Kraken, BitInfoCharts

• The stagnant growth in addresses suggests that the marginal whale is currently sidelined (wait-and-see); assuming the trend repeats, 
we may be due for another few months of dampened volatility before a new wave of whales start the next phase of accumulation. 

• It’s also worth noting that this cohort may likely return to the market through means other than spot exchanges, such as through an 
OTC desk, which can result in a lag between accumulation periods and price volatility.

- -

--

- -

--

https://www.kraken.com/en-us/features/otc-exchange
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Where to Next? Pt. 2
The ₿10 - ₿100 Cohort 

• The ₿10 - ₿100 cohort consists of HODL’ers with $80,000 - 
$800,000 worth of bitcoin — not whales per se, but this 
cohort has historically made up 25% of outstanding 
bitcoins. 

• Prior observations suggest the number of addresses 
containing ₿10 - ₿100 tends to increase steadily before 
flatlining and pulling back modestly prior to increases in 
volatility. 

• The reduction in the number of addresses is explained by 
either: 1) market participants selling after a volatile move; 
or 2) accumulation leading into the higher cohort (₿100 - 
₿1,000). 

• This cohort also influences market dynamics over time by 
contributing to market consolidation until conditions lead 
to sharp upticks in volatility. 

• Since bottoming out in November, this cohort appears to 
have reentered an accumulation phase.

Accumulate Accumulate Accumulate

sources: Kraken, BitInfoCharts

Figure 2: Number of bitcoin addresses with ₿10 - ₿100 relative to price volatility

Based on these observations, don’t bet on January leading volatility for 1Q2020; instead, anticipate a slight 
uptrend at best.
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What’s Ahead?

Date Upcoming Notable Catalysts
Jan-2020 Indian Supreme Court Follow-Up Hearing on Crypto Regulations

Jan-13-2020 CME Launches BTC Options

Feb-3-2020 Jan 2020 CME Futures BTCF20 Settlement Date

Feb-18-2020 Telegram<>SEC Court Hearing on TON

Feb-26-2020 Hard Deadline for SEC Decision on Wilshire/NYSE BTC Investment Trust Proposal

Mar-02-2020 Feb 2020 CME Futures BTCG20 Settlement Date

Apr-2020 Japan tightens rules on crypto margin trading

May-14-2020 Bitcoin halving @ block #630,000

sources: Kraken, industry reporting
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Data

sources: Kraken Intelligence, CoinMarketCap, CoinMetrics.io  
notes: trading volumes summed across Kraken, Bittrex, Binance, Binance Jersey, Binance US, Bitfinex, Bitstamp, Coinbase, EOSfinex, Gemini, Poloniex  

annualized velocity = (monthly transaction volume (USD) ÷ average market capitalization) x 12
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Disclaimer 
The information in this report is provided by, and is the sole opinion of, Kraken’s research desk. The information is provided as general market commentary and should not be the basis for making investment decisions or 
be construed as investment advice with respect to any digital asset or the issuers thereof. Trading digital assets involves significant risk. Any person considering trading digital assets should seek independent advice on 
the suitability of any particular digital asset. Kraken does not guarantee the accuracy or completeness of the information provided in this report, does not control, endorse or adopt any third party content, and accepts no 
liability of any kind arising from the use of any information contained in the report, including without limitation, any loss of profit. Kraken expressly disclaims all warranties of accuracy, completeness, merchantability or 
fitness for a particular purpose with respect to the information in this report. Kraken shall not be responsible for any risks associated with accessing third party websites, including the use of hyperlinks. All market prices, 
data and other information are based upon selected public market data, reflect prevailing conditions, and research’s views as of this date, all of which are subject to change without notice. This report has not been 
prepared in accordance with the legal requirements designed to promote the independence of investment research and is not subject to any prohibition on dealing ahead of the dissemination of investment research. 
Kraken and its affiliates hold positions in digital assets and may now or in the future hold a position in the subject of this research. This report is not directed or intended for distribution to, or use by, any person or entity 
who is a citizen or resident of, or located in a jurisdiction where such distribution or use would be contrary to applicable law or that would subject Kraken and/or its affiliates to any registration or licensing requirement. 
The digital assets described herein may or may not be eligible for sale in all jurisdictions.

How To Reach Us & Where To Trade
Feedback — We appreciate your attention. For comments, suggestions, or questions related to this report, click here (https://
forms.gle/vUZVP1UYc1SyTxr6A) and let us know! Otherwise, please send us an e-mail at intel@kraken.com. 

Spot & Futures Exchange — Kraken provides access to 31 cryptocurrencies spanning over 130 markets with advanced trading 
features, industry-leading security, and on-demand client service. Additionally, Kraken offers seamless access to regulated 
derivatives on the Kraken Futures platform for eligible clients. Sign up for a free account in minutes at https://kraken.com/sign-up. 
We look forward to welcoming you. 

Cryptowatch — For multi-exchange charting, trading, portfolio tracking, and high resolution historical data, visit https://
cryptowat.ch. Create an account today for a free, 14-day trial of premium service at https://cryptowat.ch/account/create. 

OTC — For OTC-related execution services or questions, please direct your communication to otc@kraken.com.

https://forms.gle/vUZVP1UYc1SyTxr6A
mailto:intel@kraken.com
https://kraken.com/sign-up
https://cryptowat.ch
https://cryptowat.ch
https://cryptowat.ch/account/create
mailto:otc@kraken.com

