
WISDOMTREE BLOG

Investing in bitcoin: Navigating volatility and 
transparency
Published 15 October 2024

Dovile Silenskyte

Director, Digital Assets Research

Key Takeaways

• Bitcoin perpetual futures are useful for investors who want to make a small payment to speculate on 

bitcoin price without worrying about specific expiration dates.

• Bitcoin’s price volatility and frequent funding rate payments can quickly force bitcoin perpetual futures 

investors to liquidate their positions.

• Bitcoin ETPs are more appropriate investment vehicles for investors with a long-term positive outlook 

for bitcoin price as they have no surprise payments.

• Related Products WisdomTree Physical Bitcoin, WisdomTree Physical Crypto Mega Cap Equal Weight 

Find out more

Bitcoin exchange-traded products (ETPs) are investment vehicles that give investors clarity around the 

fees (i.e. management expense ratios) to pay each year. The vast majority of bitcoin ETPs are physically 

backed on 1:1 basis with bitcoin held in ‘cold storage’ segregated accounts at the custodian.

In 2024, various regulators recognised this and allowed the listing of bitcoin ETPs in countries such as the 

United States, the United Kingdom, Australia and Hong Kong. These listings grew institutional adoption 

meaning investors can invest into bitcoin without the compliance and technological overheads associated 

with direct bitcoin investments.

Trading bitcoin with leverage

While most investors prefer investing in bitcoin on a long and unleveraged basis, others take a different 

view. The most popular way to trade bitcoin with leverage is to trade bitcoin derivatives, such as futures 

and/or options. For clarity:

• Futures are contracts that determine the price at which bitcoin will be sold/bought on a specific day in 

the future

• Options are contracts that give investors the choice to buy or sell bitcoin at a predetermined price in 

the future
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While leverage increases gains, it also magnifies potential losses. This is because leverage allows investors 

to trade larger value contracts with small upfront payments. For example, when trading futures, an investor 

needs to deposit:

• Initial margin, which is required to initiate a futures position

• Maintenance margin, which is required to maintain an open position

In some cases, when the price of bitcoin drops, bitcoin traders with leveraged long positions are forced to 

sell bitcoin and/or liquidate their positions to meet margin requirements. This can drive the price of bitcoin 

further down and lead to other investors needing to act. Figure 1 illustrates this concept and, as one would 

expect, the long liquidations dominate when bitcoin price goes down.

Figure 1: Bitcoin futures long liquidations dominance

Source: GlassNode. 01 October 2024. Long liquidations dominance is calculated as (long liquida-

tions)/(long liquidations + short liquidations). Values above 50% indicate more longs liquidated. Historical 

performance is not an indication of future performance and any investment may go down in value.

Bitcoin perpetual futures

While traditional futures contracts have a set expiry date, perpetual futures do not, and investors can hold 

them indefinitely. In other words, bitcoin perpetual futures allow investors to speculate on the price of 

bitcoin in the future without having to worry about specific expiration dates.
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At the maturity date, traditional futures contracts tend to converge to the spot price of the asset they cover. 

As perpetual futures do not have a maturity date, they need a mechanism to ensure a link between them 

and the spot price of the asset they cover.

The funding rate is the mechanism that bitcoin perpetual futures use and it operates in the following 

manner:

• The long pays the short when the perpetual futures contract is above the spot price

• The short pays the long when the perpetual futures contract is below the spot price

Figure 2: Bitcoin perpetual futures funding rate

Source: GlassNode. 01 October 2024. The average funding rate (in %) is set by exchanges for perpetual 

futures contracts. When the rate is positive, long positions periodically pay short positions. When the rate 

is negative, short positions periodically pay long positions. Historical performance is not an indication 

of future performance and any investment may go down in value.

In Figure 2, year-to-date longs paid shorts most of the time. As these payments are every few hours 

(e.g. every eight hours), they can quickly add up! By way of example, if an investor has a position with a 

notional value of $100,000 and if the funding rate is 0.01%, then that investor needs to pay $10 (calculation: 

$100,000 x 0.01%) during the funding period which can be as often as every eight hours.
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Bitcoin long liquidations

It is well known that bitcoin has high volatility. When its price drops, bitcoin perpetual futures long investors 

come under pressure, and some need to liquidate their positions. For example, bitcoin experienced a price 

correction of -3.7%1 on 30 September 2024, and -3.7%2 on 1 October 2024. As shown in Figure 3 (below), 

during these two days, nearly US $175m of bitcoin perpetual futures long positions were liquidated.

Figure 3: Bitcoin long liquidations in USDm

Source: CoinGlass. 01 October 2024. Historical performance is not an indication of future performance and 

any investment may go down in value.

These two days marked the largest amount liquidated since 6 September 2024, when US $84.6m3 of 

bitcoin perpetual futures long positions were liquidated. On that day, bitcoin experienced a price correction 

of -4.0%4.

Conclusion

As outlined above, some investors choose to invest in bitcoin via bitcoin perpetual futures. While this 

approach minimises the size of the day-one investment, investors make themselves vulnerable to bitcoin 

volatility and frequent funding rate payments that can add up very quickly.

For most investors with a positive bitcoin price outlook, bitcoin ETPs are more appropriate investment 

vehicles because they have full transparency around the fees that investors need to pay.

WisdomTree: an established ETP provider to access cryptocurrencies

WisdomTree offers a curated range of eight physical crypto ETPs with an institutional grade structure that 

provide spot price exposure to single coins and diversified crypto baskets. Please see the WisdomTree 

Crypto ETP centre for further details.

1 Source: GlassNode. 02 October 2024

2 Source: GlassNode. 02 October 2024

3 Source: GlassNode. 01 October 2024

4 Source: GlassNode. 02 October 2024
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Important Risks Related to this Article

Important Information
Marketing communications issued in the European Economic Area (“EEA”): This document has 

been issued and approved by WisdomTree Ireland Limited, which is authorised and regulated by the 

Central Bank of Ireland.

Marketing communications issued in jurisdictions outside of the EEA: This document has been 

issued and approved by WisdomTree UK Limited, which is authorised and regulated by the United Kingdom 

Financial Conduct Authority.

WisdomTree Ireland Limited and WisdomTree UK Limited are each referred to as “WisdomTree” (as 

applicable). Our Conflicts of Interest Policy and Inventory are available on request.

For professional clients only. The information contained in this document is for your general 

information only and is neither an oer for sale nor a solicitation of an oer to buy securities or 

shares. This document should not be used as the basis for any investment decision. Investments 

may go up or down in value and you may lose some or all of the amount invested. Past performance 

is not necessarily a guide to future performance. Any decision to invest should be based on the 

information contained in the appropriate prospectus and aer seeking independent investment, tax 

and legal advice.

The application of regulations and tax laws can oen lead to a number of dierent interpretations. Any views or 

opinions expressed in this communication represent the views of WisdomTree and should not be construed 

as regulatory, tax or legal advice. WisdomTree makes no warranty or representation as to the accuracy of 

any of the views or opinions expressed in this communication. Any decision to invest should be based on 

the information contained in the appropriate prospectus and aer seeking independent investment, tax and 

legal advice.

This document is not, and under no circumstances is to be construed as, an advertisement or any other 

step in furtherance of a public oering of shares or securities in the United States or any province or territory 

thereof. Neither this document nor any copy hereof should be taken, transmitted or distributed (directly or 

indirectly) into the United States.

Although WisdomTree endeavours to ensure the accuracy of the content in this document, WisdomTree 

does not warrant or guarantee its accuracy or correctness. Where WisdomTree has expressed its own 

opinions related to product or market activity, these views may change. Neither WisdomTree, nor any 

ailiate, nor any of their respective oicers, directors, partners, or employees accepts any liability whatsoever 

for any direct or consequential loss arising from any use of this document or its contents.
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