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Queue The Volatility?
November 2019 Volatility Report



• Bitcoin’s volatility fell to a 2-month low of 43.6% before advancing to a final November print of 51.2%, a 
-32.5% decline month-over-month. 

• Monthly trading volumes dropped -13% and the price of bitcoin fell -18% to $7,559, up from an intraday 
6-month low of $6,525 on November 25th. 

• The 5 largest altcoins by market capitalization were near-perfectly correlated with bitcoin on a 1-month time 
horizon; 6-month correlations were notably more positive. 

• Following a resurgence of crypto speculation and related illegal activities, Chinese regulators clamped down 
on crypto exchanges and instituted new rules for those seeking to offer security token trading services; the 
full-court press spooked market participants and weighed heavily on market sentiment.  

• Historical trends in bitcoin’s annualized volatility, monthly returns, and current pattern formation suggest 
that newfound volatility could creep back into the market if upside momentum begins to emerge.

November 2019 Takeaways
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sources: Kraken  3

• Bitcoin tumbled as much as -18.5% in the final week of November before bouncing off a 6-month low of $6,525 set on Monday, November 
25th. 

• While bitcoin wrapped up November at $7,559, a -18.2% decline MoM and the weakest performance YTD, volatility fell to a 2-month low of 
43.6% before closing the month slightly higher. 

• Trading volumes weakened notably and widening bid-ask spreads, as well as market sentiment, suggest that November’s weakness was 
influenced by a lack of market liquidity. 

Volatility Trends
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• As November came to an end and bitcoin closed out its worst monthly performance (-18.2%) since last year, annualized volatility fell 
to 51.2% and trading volumes retreated -13.1%; the plunge in volatility in the last week of November resulted in an 8-month low. 

• Although trading volumes remain well below a YTD high of $50.76B, volumes are up +27% in the past year and +133% YTD; in 
the same vein, bitcoin’s price remains up an impressive +121% YTD. 

• Bitcoin velocity grew a modest +7% to 11.13x month-over-month, but remains well below its 1-year average of 14.76x; the ongoing 
weakness in velocity reflects a lack of network activity relative to bitcoin’s hold of $135B in market capitalization.

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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Correlations - Traditional Financial Assets
• 1-month — Bitcoin’s correlation with the S&P500 turned strongly negative, 

flipping from 0.33 to —0.86; US corporate bonds (IG) and the US 10-year 
bond turned increasingly negatively correlated while bitcoin’s relationship 
with oil inverted. 

• 3-month — Excluding US treasuries, high yield corporate bonds, and the 
S&P500, correlations strengthened. 

• Gold: 0.17 → 0.57 
• Oil: 0.16 → 0.24 
• Corporate Bonds (IG): —0.23 → —0.36 

• 6-month — Other than the S&P500 and oil, which both saw their relationship 
with bitcoin flip, all other assets appear very weakly correlated with bitcoin.  

• 1-year — Correlations across the board were essentially unchanged. Besides 
oil, bitcoin remains very positively correlated with all other traditional 
financial assets. 

• 2-year — Correlations were virtually unchanged; US high yield bonds & 
investment grade bonds continue to be moderately correlated.

sources: Kraken Intelligence, Bloomberg
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Correlations - Crypto Assets
• 1-month correlations exploded higher in November, resulting in a near-

perfect positive correlation between bitcoin and the 5 largest altcoins 
by market capitalization. On the other hand, bitcoin’s 3-month correlation 
across all other assets were nearly unchanged. 

• MoM changes in the 1-year and 2-year correlations were essentially flat; 
notable changes include BCH’s 1-year correlation moving from 0.69 to 
0.80 and XRP’s 2-year correlation falling 0.57 to 0.51.    

• 6-month correlations posted the most significant variability MoM, 
becoming moderately positive across the board: 
• ETH: 0.42 → 0.57 (+0.12) 
• XRP: 0.06 → 0.33 (+0.27) 
• BCH: 0.29 → 0.59 (+0.30) 
• LTC: 0.29→ 0.49 (+0.20) 
• EOS: -0.02 → 0.35 (+0.37) 

• XRP’s 1-month correlation was the most notable mover, increasing from a 
moderately positive correlation of 0.39 in October to 0.98 in November.

sources: Kraken Intelligence, Bloomberg
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United States — The S&P500 hit an all-time-high half-way through the month after posting its sixth straight weekly gain, the index’s longest streak in two years. 
The four-week moving average of initial jobless claims slipped 1,500 to 219,750 later in the month, though employment gains have slowed this year. Consumer 
confidence dipped for a fourth straight month, reflective of weakening economic conditions as we wrap up 2019. Despite the dip in confidence, retail sales beat 
expectations, suggesting that the consumer remains strong in the current economic environment. Concurrently, PMI for manufacturing hit its highest level in 
seven months and service PMI also rose to a four-month high, largely driven by a modest gain in employment and in new orders. Market participants continue to 
view the consumer as the key to economic growth this year and potentially even next. At an FOMC meeting later in the month, concerns surrounding the US 
financial system and business & household lending raised consideration for negative rates. Though it was determined that negative interest rates would be an 
unattractive policy tool at present, Fed officials have not fully ruled out their future use.  
 
Europe — The Eurozone’s PMI rose slightly, though still in contraction territory, posting mild improvement in an increasingly weaker manufacturing environment. 
The PMI for the larger service sector dipped to its lowest reading since January. Conditions in the UK remain unchanged with the manufacturing PMI rising, yet 
still below 50, and the services component falling to its lowest level since July 2016. Data suggests that Eurozone core inflation continues to trek along near 1%, 
which is paradoxically encouraging given the economic weakness. This remains far from the ECB’s 2% target and may be reason enough to assume that the ECB 
could continue its unconventional monetary policy. The International Monetary Fund (IMF) revised down Eurozone growth from 1.3% to 1.2%, attributing the 
revision to slower growth in Germany and stagnation in Italy. The IMF also revised down its growth forecast for Germany and called to the Eurozone 
governments to alleviate slowing growth with fiscal measures.  

Asia — The Japanese services sector contracted for the first time in nearly three years, influenced by the October 1st increase in the country’s consumption tax 
from 8% to 10%. The Reuters Tankan survey of Japanese manufacturers showed that sentiment in the sector has dropped to its lowest level in more than six 
years. Chinese industrial production grew, but marked the second-slowest increase since 2012. Japanese manufacturing output also grew. The US-China trade 
war continues to impact Chinese exports, which fell for their third month in a row as imports dropped for the ninth consecutive month. Retail sales from the 
second-largest economy have yet to turn negative, though the pace represents the lowest level since April 2019 and the second slowest since the early part of 
this century. The Chinese government now forecasts growth in 2020 to be less than 6.0 percent, manifesting itself in the country's slowing demand for credit. In 
fact, the volume of new bank lending fell to the lowest level in almost two years. Premier Li Keqiang said, “The current external environment [has become] more 
complex and severe, with increasing downward pressure on the domestic economy, rapidly rising prices of pork and other products, and increasing difficulties in 
the business operations of companies.” Li also noted that the Chinese government will not use “all-out” stimulus to boost economic growth.

The Macro Trend

sources: Deloitte, Wells Fargo

https://www2.deloitte.com/us/en/insights/economy/global-economic-outlook/weekly-update.html
https://www.wellsfargo.com/com/insights/economics/weekly-commentary/
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Key Events
1. Hong Kong & Chinese Regulators Zero In On Crypto Exchanges 
A. Nov. 6th — Hong Kong’s Securities and Futures Commission (SFC) publishes new rules for crypto 

exchanges seeking to offer security token trading. Historically, most crypto assets weren’t considered 
securities. SFC CEO Ashley Alder comments, "We concluded that some could be regulated by us,” 
adding that bitcoin is not a security. 

B. Nov. 15th — An official notice signed by the Shanghai Internet Finance Rectification Agency and the 
Shanghai Bureau of the PBOC requires regulators in each district of Shanghai to inspect exchange-
related services before Nov. 22nd and report back. Regulators are to seek out entities organizing virtual 
currency trading activities inside China or conducting ICOs using blockchain technology. Promotional 
and brokerage services assisting foreign ICO projects are not exempt. 

C. Nov. 22nd — PBOC’s Shanghai headquarters announces a crackdown on crypto exchanges in the city 
and the “adopt[ion of] monitoring measures such as interviews, inspections, and bans on the monitored 
entities involved in virtual currency activities to resolve related risks in a timely manner.” 

D. Nov. 22nd — The Shenzhen government announces an investigation of Shenzhen crypto exchanges and 
identifies 39 exchanges for inspection: “The operation will focus on… providing virtual currency trading 
services or opening virtual currency trading places in China; second, providing service channels for 
overseas virtual currency trading places, including services such as drainage and agency trading; In the 
name of the sale of tokens, raise funds for investors or virtual currency such as Bitcoin and Ethereum.”

sources: Reuters, Weibo, Shanghai PBOC, Shenzhen Special Economic News Zone, CoinDesk, Bloomberg, SEC            

2. Crypto IPOs Take Off 
A. Nov. 14th — SoftBank-backed OneConnect Financial Technology, the fintech arm of China’s largest insurance firm Ping An Insurance, files a prospectus for a $100M 

IPO and listing on the NASDAQ. OneConnect, valued at $7.5B in 2018, has eight dedicated research institutes and 50 tech labs working on blockchain projects 
across financial services industries. The firm’s proprietary blockchain, FiMax, is designed to improve data-sharing and privacy processes. 

B. Nov. 20th — Mining giant Canaan Creative, who claimed to have 23.3% global bitcoin mining machine market share in 1H19, goes public on the NYSE; 10M 
American depository shares were sold for $9 a piece, the lower end of its marketed $9 - $11 range, for a total of $90M. Canaan's stock closes out November at $8.25, 
down -8.4%. The firm’s original filing sought to raise $400M in an IPO.

https://www.reuters.com/article/us-hongkong-regulator-crypto/hong-kong-regulator-sets-out-rules-for-crypto-exchanges-to-get-licenses-idUSKBN1XG0OL
https://www.weibo.com/6880773215/IglxyqPbY?type=comment#_rnd1575561931349
http://shanghai.pbc.gov.cn/fzhshanghai/113571/3926566/index.html
https://sztqb.sznews.com/PC/content/201911/22/content_774085.html
https://www.coindesk.com/fintech-arm-of-chinese-insurance-giant-files-for-us-ipo-after-blockchain-push
https://www.bloomberg.com/news/articles/2019-11-21/bitcoin-mining-company-canaan-raises-90-million-in-u-s-ipo
https://www.sec.gov/Archives/edgar/data/1780652/000119312519276263/d773846df1.htm#rom773846_20
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3. Banks, Meet Crypto; Crypto, Meet Banks 
A. Nov. 11th — Wyoming legislature unveils opt-in custody rules for “blockchain banks,” legally known as “special 

purpose depository institutions” (SPDIs), covering forks, airdrops, staking, customer notice requirements, and 
more. The regulation was approved in February to serve businesses unable to secure FDIC-insured banking 
services due to their dealings in crypto. SPDIs may not authorize or facilitate the rehypothecation of crypto assets 
under custody. 

B. Nov. 12th — FINMA-licensed SEBA Bank AG launches crypto-crypto and crypto-fiat banking services for Swiss 
corporates, asset managers, and professional private investors. The bank plans to expand services to foreign 
jurisdictions in December and will service enterprise accounts for blockchain firms and their employees. Using 
the bank’s SEBAwallet app, e-banking services, and a SEBA card (accessible by 42M point-of-sale systems 
globally), customers can convert and manage at least five cryptocurrencies: BTC, ETH XLM, LTC, ETC. 

C. Nov. 20th — A new bill passes the German federal parliament to allow German banks to sell and custody crypto 
under the fifth EU Money Laundering Directive in 2020. German banking association BdB comments, "Credit 
institutions are experienced in the safekeeping of client assets and in risk management, are committed to 
investor protection and have always been controlled by the financial supervision," adding that banks could 
"effectively prevent money laundering and terrorist financing" with crypto assets. The bill also allows investors to 
invest in crypto assets via Germany-based funds. 

4. Stablecoins Fall Into Regulator’s Crosshairs 
A. Nov. 15th — The Federal Reserve’s biennial review of financial stability touches on an array of issues, including: 

high levels of corporate debt, the impact of low global interest rates for extended periods, and the potential 
systemic risk of stablecoins. The report indicates that stablecoins can potentially "negatively affect financial 
stability” if poorly designed and unregulated: “the possibility for a stablecoin payment network to quickly 
achieve global scale introduces important challenges and risks related to financial stability, monetary policy, 
safeguards against money laundering and terrorist financing, and consumer and investor protection.” The Fed 
contends that stablecoin issuers must: meet AML/CFT standards; fully disclose the terms of their services and the 
ties between a stablecoin and the underlying asset; and appropriately manage individuals’ data privacy. 

B. Nov. 15th — FinCEN Director Kenneth Blanco states, “It does not matter if the stablecoin is backed by a currency, 
a commodity, or even an algorithm – the rules are the same.” Blanco insists stablecoin administrators must 
register as a MSB with FinCEN and follow federal KYC/AML laws under the Bank Secrecy Act. Blanco adds, 
“FinCEN applies the same technology neutral regulatory framework to any activity that provides the same 
functionality at the same level of risk, regardless of its label. It is not what you label it, it's the activity you actually 
do that counts.” 

sources: Twitter, SEBA, Jones Day, Federal Reserve, CoinDesk

Key Events

https://twitter.com/CaitlinLong_/status/1194022779730968577?s=20
https://www.seba.swiss/news/SEBA-Bank-launches-operative-business
https://www.jonesday.com/en/insights/2019/06/germany-to-implement-eu-anti
https://www.federalreserve.gov/publications/files/financial-stability-report-20191115.pdf
https://www.coindesk.com/fincen-stablecoin-issuers-are-money-transmitters-no-matter-what
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Where to Next: Part 1
Means & Medians 

• Last month we commented that November has 
historically proven to be a relatively more volatile 
month when looking as far back as 2011. 
November 2019 failed to live up to expectations 
and annualized volatility came up short 34 and 37 
percentage points relative to the month’s average 
and median readings. November wound up being 
the 3rd least volatile November of the prior 9 years. 

• By taking the mid-point of December’s average and 
median annualized volatility, a monthly annualized 
volatility of 80% is implied. We should, however, be 
cognizant of the fact that in the past 8 years, only 
twice (2013 & 2017) have we seen December’s 
volatility surpass that of November; 75% of the time 
December was less volatile than November. 

sources: Kraken
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Where to Next: Part 2
• After collapsing in late-November, bitcoin’s 

annualized volatility retraced to mid-September 
levels. 

• In previous bull markets bitcoin exhibits “waves” of 
volatility. Each wave trends increasingly larger 
before eventually topping out and mean reverting 
to a new baseline. 

• Despite the -50% drawdown since late-June, we’re 
poised to memorialize 2019 as a bull market for 
bitcoin. More recently, we’ve observed monthly 
volatility spikes, though they prove to be short-
lived. Given the prevailing muted environment 
and lack of conviction in either direction, we turn 
to the charts to frame the next potential swing.

sources: Kraken, TradingView

2017 2016

20192019
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Where to Next: Part 3
• There is a great deal of debate among market participants; after a meteoric rise 

in 2Q, bitcoin has been in a downtrend and it has yet to be confirmed whether 
bitcoin is in a correction or full-blown bear market. 

• Some believe bitcoin is in a descending channel, others believe bitcoin is in a 
falling wedge. Assuming bitcoin is in the latter, the chart to the right shows that 
bitcoin is perhaps gearing up for a retest of the wedge’s resistance. If the worst 
has been seen and the bears have run their course, December may bring a 
move through resistance. Such would also put bitcoin above its 50-day & 200-
day simple moving average and confirm better days ahead. On the contrary, a 
move through the wedge’s support would invalidate the pattern and terminate 
the bull’s last sliver of hope. In either case, December could set the pace for 
2020 and yield a market moving reaction by industry participants. 

• Observing bitcoin’s monthly returns since 2011 we’ll see that bitcoin is perhaps 
on the same trajectory as 2016. Correlations of Jan - Nov returns for the past 8 
years relative to 2019 suggest that this year’s monthly performance is eerily 
similar to that of 2016 - the start of the previous bull market cycle. Assuming the 
relationship holds, we can expect December to significantly outperform 
November.  

• In aggregate, historical trends in bitcoin’s volatility & performance, as well as its 
current pattern formation, suggest that with the right momentum bitcoin could 
break key technical levels and a multi-month long pattern. Incremental 
weakness, however, could send bitcoin stumbling down and out of the existing 
pattern. In either case, such a move would likely mark the beginning of a new 
trend and cause market participants to adapt accordingly; queue the volatility…

sources: Kraken, Cryptowatch
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What’s Ahead?

Date Upcoming Notable Catalysts

12/30/2019 CME BTC Futures BTCZ19 Settlement Date  

01/13/2020 CME Launches Bitcoin Options 

01/15/2020 Hard Deadline for SEC Decision on NYSE’s BTC Investment Trust Proposal

Jan 2020 Indian Supreme Court Follow-Up Hearing On Crypto Regulations

02/18/2020 Telegram<>SEC Court Hearing on TON
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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 29 cryptocurrencies spanning over 90 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

