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“The value traded in Bitcoin in 2019
has far surpassed the levels seen at
the peak, in late 2017. Yet strangely,
the rally in 2019 seems to lack the
hype and hysteria seen previously.”

I wrote a market view on cryptocurrencies back in January 2018, with a view that the weakness in
cryptocurrencies would lead to weakness in semiconductors. If the current rally in cryptocurrencies continues,
then this could be a tailwind for semiconductors.
In the original market view I noted that the founder of LiteCoin had chosen to exit his entire holding in
LiteCoin. At the time I noted that the enthusiasm for LiteCoin in late 2017 and 2018 was the only time there
was enough market volume for such a “whale” to exit their position, and was likely bearish. LiteCoin
subsequently collapsed but, in line with other cryptocurrencies, has rallied this year.

Perhaps the most extraordinary feature of the rally in Litecoin this year is that it is seeing volumes of almost
100% of its market capitalisation being turned over. Given that the founder largely sold out at the top in 2017,
this is maybe not that surprising.
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Keen eyed observers will note that even with the significant rally in Litecoin this year, it is still well below its
highs. We can also observe that spikes in volume traded have tended to be more indicative of a top. Low
volumes tend to be a buy signal. All cryptocurrencies have rallied this year, with Bitcoin up over 150%.

What does average volume look like for Bitcoin then? While not at the fabulous levels of Litecoin, it is more
than double the levels seen in late 2017.
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Perhaps more extraordinarily the value traded in Bitcoin has surpassed the levels seen at the peak in late 2017.
But strangely, the rally in 2019 seems to lack the hype and hysteria of 2017. In 2017 almost everyone I knew
had considered investing in some cryptocurrency. These days, the question I tend to hear more is whether they
should take profit.

So where is all this trading in Bitcoin coming from? Using data from coin.dance – the only market to see
significant increase in trading of Bitcoin is South Korea. Below shows South Korean volume traded in Bitcoin
terms.
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For contrast below are the numbers for the USA. Although hard to see, timeframe and scale are broadly
equivalent.

As pointed out in a previous market view, broad retail participation by Korean investors has historically marked
tops. The signals are that we are nearing a top in this countercyclical rally in cryptocurrencies, and demand for
cryptocurrency mining rigs are unlikely to boost demand for semiconductors.
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DISCLAIMER
This Market View has been prepared and issued by Russell Clark Investment Management Ltd (the "Firm") authorised and regulated
by the Financial Conduct Authority. It has been approved as a financial promotion by the Firm and as such is intended for
professional clients and eligible counterparties only and is not intended for retail client use. It is not intended for distribution to
any country where such distribution or use would be contrary to local law or regulation.
This Market View is provided for information purposes only and should not be regarded as an offer to buy or sell any investments or
related services that may be referenced herein. No guarantee is made as to the accuracy of the information provided which has been
obtained from sources believed to be reliable. The view expressed in this Market View are the views of the portfolio manager at time
of publication and may change over time. Nothing in this Market View constitutes investment, legal tax or other advice nor is it to be
relied upon in making an investment decision. No recommendation is made positive or otherwise regarding individual securities
mentioned herein. Past performance is not indicative of future performance. The price of investments can go up as well as down and
can be affected by changes in the rates of exchange. The information contained in this document is strictly confidential and is
intended only for the use of the person who has been provided the Market View by the Firm. No part of this Market View may be
divulged to any person, distributed, resold and or reproduced without the prior written permission of the Firm.
Where “forward looking” information, including estimates, projections and subjective analysis and judgement are provided no
representation as to the accuracy of such projections or estimates or that they may be realised. Certain assumptions used in
formulating such “forward looking” information may differ materially from actual events or conditions.
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