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October 2019 Takeaways
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• After leaping +43% to a 7-week high of $10,580 in under 48 hours, bitcoin’s annualized volatility climbed to a 10-
week high of 75.8%. 

• Bitcoin’s velocity was the only tracked metric to fall in October as volatility, price, and volume all closed higher, 
bouncing off of 5-month lows set in September. 

• Pressure from US regulators and legislators on Libra and TON, two high profile digital currency projects, set the tone 
for much of October; China’s President Xi urged the country to “seize the opportunity” afforded by blockchain, lifting 
market sentiment into month-end. 

• The US lowered interest rates and announced a new bond buying program, while the ECB left negative interest 
rates unchanged. US-China trade relations remain in the spotlight, with suggestions that the two parties are engaged 
in a multi-phase trade deal. Concurrently, the IMF cut global growth estimates slightly and resurfaced concerns 
over default risk in the non-financial corporate debt markets under a major economic downturn scenario. 

• Price and volatility trends in October suggest that bitcoin is tracking a 2015 trend that may represent an inflection 
point. Further, based on bitcoin price and volatility observations dating back to 2011, November may turn out to 
be more volatile than October.



Volatility Trends
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• As October came to an end, bitcoin’s annualized volatility soared to a 10-week high of 75.8% on October 28th; additionally, October 26th 
marked bitcoin’s largest 1-day increase in volatility (+56.6%) and 1-day price appreciation (+26.4%) since April 2nd. 

• Following a quiet second half of September and first half of October, trading volumes advanced to a 4-month high of $3.48B on October 27th.  

• The price of bitcoin rallied +43% through October 25th and 26th, hitting a 7-week high of $10,580 in less than 48 hours.

sources: Kraken Intelligence, CoinMarketCap, CoinGecko, CoinMetrics.io  
notes: trading volumes summed across Kraken, Bittrex, Binance, Binance Jersey, Binance US, Bitfinex, 

Bitstamp, Coinbase, EOSfinex, Gemini, Poloniex



The Month-Over-Month Report
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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

• After 3 consecutive months of declines, bitcoin’s annualized volatility broke trend in October for a reading of 76%. The MoM 
+34% gain and 20 percentage point increase constitutes the largest monthly increase since April.  

• Total trading volume in October grew +15% after back-to-back MoM declines in August and September; the last 7 days of 
October made up 45% of the month’s trading volume. 

• Velocity was the only metric that receded in October, falling -6.7% to a 1-year low of 10.4x. 
  

• The sudden surge in volatility, volume, and price can perhaps be explained by a mean reversion of volatility, technical 
indicators pointing to “oversold” conditions, and positive comments from President Xi Jinping causing momentum to take off.



Correlations — Traditional Financial Assets
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• 1-month - Bitcoin’s correlation with the S&P500 increased from 0.08 to 0.33, the 
most notable shift in 1-month correlations; high-yield credit turned positively 
correlated while investment-grade and risk-free credit became more inversely 
correlated. 

• 3-month — excluding the S&P500 and oil, all correlations either weakened or 
flipped MoM: 

• Gold: -0.28→ 0.17   
• US high-yield bonds: -0.43 → -0.32 
• US investment grade bonds: -0.32 → -0.23 
• US 10-Year Treasury: -0.22 → -0.07 

• 6-month — bitcoin’s correlation with US high yield bonds strengthened from 
0.25 to 0.31 while all other correlations notably weakened. 

• 1-year — compared to September, all assets became more positively correlated 
with bitcoin; excluding oil, bitcoin’s correlation with other financial assets remains 
strongly positively correlated. 

• 2-year — aside from a moderately positive correlation with US high-yield 
bonds & investment grade bonds, there were no significant shifts relative to 
September.

sources: Kraken Intelligence, Bloomberg



Correlations — Crypto Assets

�6

• Excluding XRP, bitcoin’s 3-month correlation with the largest altcoins 
strengthened substantially from September as we lap the month of July, 
when bitcoin continued to outperform: 
• ETH: 0.67 → 0.71 
• BCH: 0.83 → 0.95 
• LTC: 0.68 → 0.90 
• EOS: 0.68 → 0.86 

• On all other time horizons, most correlations weakened for the fourth month 
in a row, though many still remain strongly positively correlated: 
• 1-month — correlation with ETH strengthened materially while XRP fell 
• 6-month — EOS remains negatively correlated, albeit barely; correlations 

are at their weakest relative to all other time horizons 
• 1-year & 2-year — ETH, BCH, and LTC are more strongly correlated than 

XRP or EOS 

• Over the past several months bitcoin’s correlation with the top 5 altcoins 
have continued to strengthen on the 1-month and 3-month time horizons, 
but have weakened across longer-dated periods. This trend could perhaps 
be explained by BTC’s relatively stagnant dominance, or a lack of rotation, 
and a decline in volatility since August.

sources: Kraken Intelligence, Bloomberg



The Macro Trend
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United States 
• The Federal Reserve implemented two important measures in October: 1) an interest rate cut of 25bps, the third cut this year; and 2) plans to purchase $60B of T-bills per month 

into 2Q2020. The former is an effort by the Fed to stay ahead of a slowing economy, while the latter influences benchmark interest rates to guide monetary policy. 

• The unemployment rate fell to a record 50-year low of 3.5% (though job and wage growth are slowing), consumer prices were unchanged, and durable goods orders fell -1.1% 
MoM. Manufacturing PMI remained well below levels seen earlier this year but did increased to 51.1, marking the second consecutive month of growth and the highest level in six 
months. The US reported a fiscal 2019 budget deficit of $986B, the largest deficit in seven years and the largest increase in spending since 2009. Deficit growth was driven by an 
ongoing increase in government spending, made worse by recent tax cuts. 

• In mid-October, the US agreed to postpone tariff increases scheduled for Oct. 15 on Chinese imports and China agreed to buy $40B – $50B worth of US agricultural goods. The 
two committed to spending 3-5 weeks to complete a first-phase agreement, which would address intellectual property rights and currency manipulation. US trade negotiators 
have said they are “close to finalizing some sections” of the first phase trade agreement. 

 
Europe  

• Mario Draghi concluded his term as President of the ECB by leaving negative interest rates unchanged. Draghi stated that negative rates are positively impacting the Eurozone. 
Critics continue to believe that negative rates result in a misallocation of capital in the business environment and encourages excessive risk-taking, which inflates asset prices.  

• The Eurozone’s PMI revealed that the regional economy remains unchanged in October with a reading of 45.7,  a sign of rapid decline in activity. However, the separate services 
PMI did increase slightly to 51.8, reflecting modest growth. Germany, Europe’s growth engine, saw its services PMI fall from 54.8 to 51.4, the lowest level in three years. Germany's 
composite PMI (services and manufacturing) also dropped from 51.7 to 48.5, its lowest level in six years. A reading below 50 is indicative of a contraction. 

Asia 
• Japan’s retail sales soared in anticipation of a national sales tax increase, but its industrial production fell (-4.7%) for the 8th time in the last 12 months. Industrial production out of 

South Korea also declined, driven by an ongoing trade war with Japan and the impact of weakened US-China trade relations.  

• China reported 3Q2019 GDP growth of +6%, the slowest rate of growth since early-1992. China’s slowdown reflects stifled US investment and trade flows, as well as recent actions 
taken by the PBOC to halt risky lending. Retail sales improved and had the best performance in three months (+7.8% YoY), industrial production had its best performance in three 
months after gaining +5.8%, and fixed asset investments increased +5.4% in the first nine months of 2019 vs. the same period earlier. Chinese exports fell -3.2%, representing a 
second month of declines and the sharpest in seven months. Inflation also soared to a six-year high, largely due to a surge in pork prices due to the African swine fever outbreak.

sources: Deloitte

https://www2.deloitte.com/us/en/insights/economy/global-economic-outlook/weekly-update/weekly-update-2019-10.html


Growth Concerns Surface
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• The International Monetary Fund (IMF), an international organization that aims to promote global economic 
growth and financial stability, estimated that 2019 will represent the slowest year of economic growth 
since the global financial crisis. The IMF projects growth to tick higher in 2020, driven by a rebound in 
emerging markets. Estimates for developed nations, including the United States, Europe, China, and Japan, 
point to a continued slowdown in 2020, assuming trade conditions do not worsen. The IMF trimmed its global 
growth forecast for 2020 by 0.1 percentage points to 3.4%. 

• The discourse around economic slowdown has raised concerns over highly indebted corporations that may 
be unable to service their debt under a major economic downturn. The IMF estimated that 40%, or $19 
trillion, of corporate debt would be at risk of default under such a scenario. Assuming the market value of 
corporate debt falls, a large enough amount of capital is likely at risk to cause capital markets to freeze up. 

• The World Bank noted that China’s growth in recent decades was a function of several factors that will likely 
disappear, including a growing working-age population, rapid migration of people from rural to urban 
regions, low wages that attracted foreign investment into export-intensive manufacturing, and an expansion 
of global trade liberalization. As these factors begin to decelerate or reverse, China will need to rely on other 
levers to sustain its significant economic growth in the future.

sources: Deloitte, IMF

https://www2.deloitte.com/us/en/insights/economy/global-economic-outlook/weekly-update/weekly-update-2019-10.html
http://www.apple.com


  Libra Takes A Tumble (October 4th) 
• In early-October, nearly 25% of previously-committed Libra Association members, including Stripe, Visa, MasterCard, and Paypal, announced their departure from Libra. While many of these former Libra 

Association partners mentioned they remain supportive of Libra and are open to working together in the future, the lack of regulatory clarity was the driving area of concern. 
• The head of Facebook's Calibra, David Marcus, commented, “I would caution against reading the fate of Libra into this update… I totally respect the fact that those businesses and those leaders have a 

responsibility to their shareholders, employees, and stakeholders. We are going to move forward. We are going to add more members.” Days later Marcus noted that Libra could consider dropping 
Libra's “basket" approach, supported by multiple fiat currencies, and instead issue a number of fiat-pegged stablecoins.  

• Libra continues to aim for a June 2020 launch date upon approval from regulators; perhaps lending confidence to the interest in pushing the consortium forward, Mark Zuckerberg testified at a US 
House Committee hearing that “if I feel like Facebook can't be a part of it, then Facebook won't be a part of it.” 

ETH Futures Soon? (October 10th)  
• CFTC Chairman Heath Tarbert announced that the CFTC is working with the SEC on guidance surrounding bitcoin and ether. Shortly after, Tarbert stated that the CFTC has “been very clear on bitcoin: 

bitcoin is a commodity” and that they “haven’t said anything about ether – until now. It is my view as chairman of the CFTC that ether is a commodity.” Tarbert also believes that the CFTC may allow ETH 
futures to trade on US markets. 

• Roughly a week after the announcement, Tarbert said that he “absolutely” believes ETH futures could trade in the next 6-12 months, but that he doesn’t know of any company that has applied to launch 
ETH futures. The Chairman also suggested that the CFTC may soon acknowledge other cryptocurrencies as commodities, “As the SEC sort of works through its process [and] we work through ours and 
other regulators, it’s likely we’ll see more but I can’t tell this audience that it’s necessarily coming soon because even the two that we thought about – bitcoin and ether – it took us quite some time to work 
through those.” 

SEC Halts Alleged $1.7 Billion Unregistered Digital Token Offering (October 14th) 
• Telegram, the messaging app behind the highly anticipated Telegram Open Network (TON) blockchain, received a temporary restraining order from the SEC just weeks ahead of their long-awaited 

release. The SEC alleged that Telegram is conducting an unregistered securities offering that has raised more than $1.7B in the US and overseas. 
• According to the SEC Division of Enforcement co-director, Stephanie Avakian, the emergency action by the SEC was “intended to prevent Telegram from flooding the US markets with digital tokens that 

we allege were unlawfully sold,” and was a result of Telegram failing to provide investors with info about the GRAM token and Telegram’s own operations. 
• A Telegram-SEC case was originally scheduled to take place on October 24th but was postponed until February 18–19, 2020. Telegram commented, “We and our advisers will use the time to ensure that 

at the February hearing, the position of Telegram was presented and supported as much as possible.” The launch of the TON blockchain network is also delayed until April 2020. 

China Goes Full Blockchain (October 25th) 
• At the 18th collective study of the Political Bureau of the Central Committee in Beijing, President Xi Jinping said the country needs to “seize the opportunity” afforded by blockchain because of its wide 

array of applications.  
• The president stated that “we must take the blockchain as an important breakthrough for independent innovation of core technologies. [We must] clarify the main direction, increase investment, focus on 

a number of key core technologies, and accelerate the development of blockchain technology and industrial innovation.” Xi also called for the creation of “Blockchain+,” a platform specifically for 
personal development such as education, employment, food, and medicinal safety, among others.  

• Towards the end of October, Chinese citizens also began reporting that ads for blockchain courses began appearing on popular apps and social media sites having been previously banned.

Key Events

�9sources: CNBC, Yahoo! Finance, WSJ, SEC, Xihuanet                 



  
• Last month, we noted a trend formation that seemed reminiscent 

of patterns observed in 2015. We suspected that bitcoin could 
possibly cross back above the 200-day moving average, which 
would coincide with a surge in volatility. 

• According to figure 1, we can see that volatility did surge higher 
in October, after capturing enough momentum to surpass its 200-
day moving average. This corresponded closely with technical 
indicators having recently entered into “oversold” territory and the 
timing of China’s Xi Jinping making positive comments on the 
need to invest in and advance blockchain technology.  

• Turning to figure 2 and assuming the current trend sustains, we 
may be due for further increases in volatility in the weeks and/or 
months to come, though a lack of hard catalysts suggests 
momentum will have to carry the day. 

• If bitcoin falls below the 200-day moving average and fails to find 
the momentum to cross back over, market participants may begin 
to question whether the October rally was merely a bull trap. A 
loss of confidence in bitcoin’s longer-term outlook would likely 
cause prices to plunge and volatility to surge.

Where to Next?
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Figure 1

sources: Kraken, Kraken Intelligence

Figure 2



Where to Next? (cont.)

�11sources: Kraken, Kraken Intelligence

• Analyzing data as far back as 2011 we’ve observed that bitcoin’s 
volatility, on average, rallies in October and until January of the 
following year, before trending lower in the first quarter. 

• Looking at the median monthly annualized volatility over the 
past 9 years, November is the second most volatile month 
with an annualized volatility of 91%, second to January at 92%. 
Comparing averages, November is the fourth most volatile 
month at 89%, mere inches away from June’s reading of 90%. 

• Although there is no clear seasonal connection between 
volatility trends and the fourth quarter, anecdotally, we can point 
to several year-end holidays followed by the Chinese new year. 

• Assuming a reversion to the mean or median over the last 9 
years, bitcoin’s volatility could increase between 13 to 15 
percentage points in November from October’s reading of 76%.



What’s Ahead?
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Date Notable Catalysts

Nov-18-2019 Maker Foundation Launches Multi-Collateral Dai

Nov-19-2019 India’s Supreme Court Hearing on RBI’s Crypto Ban

Nov-30-2019 Utah’s Blockchain Pilot Evaluation Task Force to Propose Crypto Legislation

Dec-02-2019 CME BTC Futures BTCX19 Settlement Date

Dec-04-2019 Ethereum Istanbul Mainnet Activation

Dec-09-2019 Bakkt Launches BTC Options

Dec-30-2019 CME BTC Futures BTCZ19 Settlement Date

4Q2019 NASDAQ Launches BTC Futures

sources: Kraken Intelligence
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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, including topics you 
would like for us to consider including, 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.
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