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Since its inception, Bitcoin has existed in a zero interest rate 
environment. This may soon change as the Federal Reserve appears 
close to raising interest rates for the first time in seven years. 
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The benchmark interest rate, also known as the federal funds rate, has been set at a record low of 0.25% since December 2008. The 
soonest the Federal Open Market Committee (FOMC) could raise the rate would be in their next meeting on September 17th. 

The latest “dot plot” released in the FOMC’s Summary of Economic Projections in June shows that while all 17 members expect the 
benchmark interest rate to remain below 1%, most are anticipating a rate increase to .50% - .75% by year’s end. In 2016 and beyond, 
the expectations are for interest rates rising and ultimately settling between 3% - 4%.
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WHY HIKE THE INTEREST RATE?

The dual mandate of the Federal Reserve is to maintain maximum employment and stable prices.  The US 
unemployment rate is down to 5.3% and lies within targets for a rate hike.  

With regards to price stability, the low rates and associated borrowing costs that come with a zero interest rate 
policy have led to large amounts of capital pouring into speculative assets such as equities, commercial real estate 
and high-yield bonds. This was in-line with the Federal Reserve’s goals following the financial crisis. However, this 
type of investment can lead to declining productivity growth and potential output hurting long-term growth. 
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POTENTIAL IMPACT OF US INTEREST RATE HIKE ON BITCOIN

Bitcoin has been perceived in the past as a good hedge against inflation. If the Federal Reserve enacts higher 
interest rates, the bitcoin price could take a hit as investors and traders move their money out of speculative 
investments. US Dollar strength has historically hurt bitcoin price and an interest rate hike will only serve to boost 
USD (more on USD later). 

One scenario where Bitcoin could receive a boost is from continued unrest in the global currency markets. If other 
struggling countries take actions similar to China’s recent devaluation of the yuan, the spotlight could once again 
shine on bitcoin as a valuable alternative currency. 

What If The Rate Remains Unchanged?

A continuation of the easy money policy of the last six years likely means that bitcoin will continue to primarily 
trade on technicals and sentiment. The currency market (USD in particular) has been controlling the global 
macroeconomic picture of late and bitcoin should continue to follow its lead in the short-term.should continue to 
follow its lead in the short-term. 
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TWO GLOBAL FINANCIAL TRENDS BITCOIN TRADERS SHOULD WATCH

Strong US Dollar

As we mentioned above, the US Dollar should benefit from a rise in the federal funds rate as this is indicative of a 
strengthening economy and often leads to increased investment in-flows. This should be helpful for US stocks but 
could negatively impact the price of bitcoin which historically has shown an inverse relationship to the Dollar.
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Decrease in Speculative Investment

Rising interest rates may reduce investment in speculative assets. The shift away from higher-risk asset classes 
such as high-yield debt has slowly begun. The chart below of JNK, a proxy for high yield bonds, has broken down 
very quickly as talk of a US interest rate hike have intensified. 

At this stage, bitcoin remains a speculative asset. Mass outflows to more stable investments with lower risk 
profiles will negatively impact the bitcoin price.
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FOUR KEY TAKEAWAYS FOR BITCOIN TRADERS

Bitcoin has been perceived in the past as a good hedge against inflation. If the Federal Reserve 
enacts higher interest rates, the bitcoin price could take a hit as investors and traders move their 
money out of speculative investments. 

There isn’t great certainty around what will happen if rates remain unchanged. A continuation of 
the easy money policy of the last six years likely means that bitcoin will continue to trade primarily 
on technicals and sentiment.

The US Dollar should benefit from a rise in the federal funds rate. This should be helpful for US 
stocks but could negatively impact the price of bitcoin which historically has shown an inverse 
relationship to the Dollar.  

The shift away from higher-risk asset classes such as high-yield debt has slowly begun. Bitcoin 
remains a speculative asset and mass outflows to more stable investments with lower risk 
profiles will negatively impact the price.
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itBit is a financial services company offering a suite of products leveraging 
traditional capital markets infrastructure and blockchain technology. One of 
our core products is a global bitcoin exchange that offers institutional and 
retail investors a powerful platform to buy and sell bitcoins. Learn More



itBit’s new Global OTC Agency Trading Desk is a boutique service for investors 
looking to execute large trades above 100 bitcoins. 

Fully Personalized Trading Support   |   Same-Day Settlement   |   No Broker or Trading Fees

CONTACT US TODAY

Receive $50 in bitcoin when you complete your first OTC trade with itBit

Email our trading desk directly at OTC@itbit.com to learn more

The itBit Global OTC Agency Trading Desk matches OTC buyers and sellers. We are not a brokerage or a proprietary trading desk and will never trade against 
our own clients. Offer subject to change or termination at any time. Offer valid only for individual or institutional clients that complete their first OTC trade with 
itBit. Promotion valid only for one-time use on an OTC client’s first completed trade at itBit and offer cannot be used on any prior or subsequent OTC trades. 
New itBit customers must open an itBit trading account in order to access this promotion. Promotion may not be combined with any other coupons, discounts 
or offers or, unless prohibited by law, redeemed and/or exchanged by itBit for cash or credit. Associates and employees of itBit are not eligible for this offer.



The information contained in this itBit Bitcoin Market Report (this “Report”) provides only a general overview of the current 
bitcoin market and bitcoin price analysis. Accordingly, while itBit Trust Company, LLC and itBit Pte. Ltd. (collectively, “itBit”), 
make every attempt to ensure that the information contained in this Report is true and accurate when made, itBit is not 
responsible for any errors or omissions, or for the results obtained from the use of the information contained herein. All 
information in this Report is provided “as is,” with no guarantee of completeness, accuracy, and timeliness or of the results 
obtained from the use of this information. In no event will itBit, its related entities, or the owners, agents or employees thereof 
be liable to you or anyone else for any decision made or action taken in reliance on the information contained in this Report 
or for any consequential, special or similar damages, even if advised of the possibility of such damages.

In no event shall the information contained in this Report be construed as the rendering by itBit, its related entities, or the 
owners, agents or employees thereof of professional advice or services. As such, the information provided in this Report 
should not be used as a substitute for consultation with professional advisors. Before making any decision or taking any 
action regarding trading, you should always consult with a licensed financial advisor and tax advisor to determine the 
suitability of any investment. 

Bitcoin trading involves a high degree of risk. The bitcoin market is new and unproven and may not grow. Currently, 
there is relatively small use of bitcoin in the retail and commercial marketplace in comparison to relatively large use 
by speculators, thus contributing to price volatility that could adversely affect an investment in bitcoin. It should 
not be assumed that trading bitcoin will be profitable or that it will not result in losses. In order to participate in the 
trading of bitcoin, you should be capable of evaluating the merits and risks of the investment and you should be able 
to bear the economic risk of losing your entire investment. No material contained in this Report should be considered 
as an offer by itBit to sell or a solicitation by itBit of any offer to buy bitcoin.
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