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Abstract 

The rise of cryptocurrencies like Bitcoin has disrupted traditional 

financial markets and presented new challenges for regulatory oversight. 

This study examines trading patterns and behaviors in cryptocurrency 

markets to understand the implications for regulation. We analyze a dataset 

of over 1 million cryptocurrency transactions across major exchanges from 

2017-2022.Several key findings emerge from our analysis. First, we detect 

evidence of widespread price manipulation tactics like spoofing, ash trading, 

and pump-and-dump schemes across many cryptocurrencies. Second, we 

identify periods of extreme price volatility and leverage that leave markets 

vulnerable to destabilizing events. Third, we find high concentration of 

wealth among a small number of anonymous wallet addresses.  

http://www.mayas.info/
Mayas
Typewritten text
https://doi.org/10.35337/EJF



Emperor Journal of  Finance 
 

Mayas Publication  66 
 

We discuss various regulatory measures that could improve 

transparency, stabilize markets, and deter illicit behavior. These include 

mandated identity reporting, limiting leverage, real-time auditing and 

surveillance, and coordinated global regulatory frameworks. Policymakers 

must act urgently to get ahead of risks as the adoption and market 

capitalization of cryptocurrencies continues growing rapidly. This study 

provides an evidence base to inform appropriate regulatory policies. 

Key words: Cryptocurrencies, Bitcoin, Trading patterns, Market stability, 

Financial system integrity, Transparency etc. 

I.INTRODUCTION 

The emergence of  cryptocurrencies has revolutionized the financial 

landscape, offering a decentralized, digital means of  value exchange. As the 

crypto market continues to evolve, understanding the trading patterns and 

regulatory frameworks surrounding this burgeoning industry is paramount 

for investors, policymakers, and researchers alike. This comprehensive study 

aims to delve into the intricacies of  crypto trading patterns and the 

regulatory landscape governing this dynamic market.The emergence of  

cryptocurrencies like Bitcoin has ushered in an era of  decentralized digital 

currencies operating outside the bounds of  traditional financial systems and 

regulatory oversight. The market capitalization of  cryptocurrencies has 

surged from just billions to over $1 trillion in recent years, garnering interest 

from investors, companies, and even national governments (Vigna, 2022). 

However, cryptocurrency markets remain largely unregulated, raising 

concerns about illicit activities, market manipulation, cybersecurity risks, and 

potential threats to financial stability.As cryptocurrencies move increasingly 

mainstream with adoption by companies and governments, there are urgent 

calls for regulatory frameworks to improve transparency, surveillance, and 

investor protections (FATF 2022). However, the decentralized, global 

nature of cryptocurrencies presents challenges for national regulators acting 

individually. A coordinated, unified approach to cryptocurrency regulation is 

required that can adapt to the rapidly evolving crypto landscape.  
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This study aims to quantify the prevalence and dynamics of 

potentially manipulative trading activities, extreme volatility events, and 

concerning levels of ownership concentration across major cryptocurrency 

markets from 2017 to 2022. We analyze a comprehensive dataset of over 1 

million transactions to characterize these behaviors and identify critical areas 

requiring regulatory action. Our findings provide an evidence base to 

inform cryptocurrency policies and regulatory frameworks that can stabilize 

markets, deter illicit practices, and mitigate systemic risks. 

Background of the Study 

The market for cryptocurrencies has experienced rapid expansion 

and volatility, drawing both investors and traders. It is essential to 

comprehend the trading patterns in this market, including possibilities for 

arbitrage, market sentiment, whale transactions, technical analysis 

techniques, and possible manipulation techniques. The regulatory 

environment surrounding cryptocurrencies is also changing quickly at the 

same time, with governments and financial authorities battling concerns 

related to cross-border rules, investor protection, taxation, and anti-money 

laundering measures. Researchers and policymakers aim to understand the 

market dynamics, possible hazards, and the influence of regulatory 

frameworks on this new asset class as cryptocurrencies continue to upend 

traditional finance. For the purpose of making educated decisions and 

promoting a stable and well-regulated cryptocurrency ecosystem, it is 

imperative to investigate both the trading patterns and regulatory 

ramifications. 

Objectives 

The primary objective of this study is to conduct a comprehensive 

analysis of trading patterns and behaviours in cryptocurrency markets in 

order to understand the implications for regulatory policies and oversight. 

Specifically, the study aims to: 

1. Identify and quantify the prevalence of potentially manipulative 

trading activities such as spoofing, wash trading, and pump-and-

dump schemes across major cryptocurrency markets and exchanges. 
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2. Examine periods of extreme price volatility and excessive leverage 

that could leave cryptocurrency markets vulnerable to destabilizing 

events. 

3. Evaluate the concentration of cryptocurrency ownership among 

anonymous wallet addresses to assess systemic risks. 

4. Characterize trends and evolutions in the patterns identified in 

objectives 1-3 over the period from 2017 to 2022 as cryptocurrency 

markets grew rapidly. 

5. Based on the evidence gathered, assess the effectiveness of current 

cryptocurrency regulations and policies in detecting, deterring, and 

mitigating the concerning behaviors identified. 

Review of  Literature 

Houben and Snyers (2020) reviewed regulatory concerns and 

responses related to crypto-assets, including risks of  financial crime, 

consumer protection issues, and potential threats to financial stability. 

Outcome: Provided a comprehensive overview of  regulatory challenges and 

priorities for crypto-assets. 

Ante (2021) developed machine learning models to detect price 

manipulation in cryptocurrency markets and found evidence of practices 

like spoofing, wash trading, and pump-and-dump schemes across many 

digital assets. Outcome: Quantified the prevalence of manipulative trading 

tactics undermining market integrity.  

Makarov and Schoar (2022) examined arbitrage opportunities 

across cryptocurrency exchanges and found significant and persistent 

pricing discrepancies, which traders could exploit for profit. Outcome: 

Identified potential arbitrage strategies and market inefficiencies in 

cryptocurrency trading.  

Zheng et al. (2022) analyzed the impact of social media sentiment 

on cryptocurrency prices and found a strong correlation between positive 

sentiment and price increases, particularly for smaller cryptocurrencies. 

Outcome: Highlighted the influence of market sentiment and investor 

psychology on cryptocurrency valuations. 
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Aramonte et al. (2022) examined the growth of decentralized 

finance (DeFi) and its implications for financial stability and regulatory 

oversight, identifying risks such as operational vulnerabilities and lack of 

investor protection. Outcome: Highlighted the need for regulatory 

frameworks to address the emerging DeFi ecosystem.  

FATF (2022) updated its guidance on risk-based approaches to 

virtual assets and virtual asset service providers, emphasizing the 

importance of implementing effective anti-money laundering and counter-

terrorist financing measures. Outcome: Provided a global standard for 

regulating virtual asset activities to combat financial crime. 

 

This Table Describes the Cryptocurrencies with Market 

Capitalization: 

List of  cryptocurrencies with market capitalization above $1bn 30 April 

2024 (Source: http://www.coinmarketcap.com) 

N

O 

N

AME 

 

MARKET 

CAP 

PRICE VOLUME 

(24H) 

CIRCULATI

NG SUPPLY 

1 Bitcoin 

BTC 

$1,246,345,983,

615 

$63,291.

66 

$25,176,484,

538 

19,692,106 

BTC 

2 Ethereu

m ETH 

$386,367,666,9

45 

$3,165.4

8 

$12,800,949,

318 

122,056,395 

ETH 

3 Tether 

USDT 

$110,640,356,5

71 

$0.9999 $46,766,674,

171 

110,643,229,58

1 USDT 

4 BNB $88,864,120,95

3 

$602.11 $877,518,064 147,587,847 

BNB 

5 Solana $60,750,758,72

3 

$135.81 $2,532,590,0

61 

447,321,592 

SOL 

6 USDC $33,352,678,11

4 

$1.00 $6,146,232,5

53 

33,349,867,121 

USDC 
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This table provides an overview of  the average daily trading volume 

in USD for different time periods, along with the most traded 

cryptocurrencies during those periods and the dominant trading pairs. The 

trading volume can fluctuate significantly based on market conditions, 

regulatory changes, and investor sentiment. Additionally, the most traded 

cryptocurrencies and dominant trading pairs may change over time as new 

projects gain popularity or market dynamics shift. 

Trading Pattern in Cryptocurrency 

Trading patterns in the cryptocurrency market are influenced by various 

factors and exhibit unique characteristics due to the decentralized and 

volatile nature of digital assets. Here are some common trading patterns 

observed in cryptocurrency markets: 

1. Technical Analysis: Traders extensively use technical analysis tools 

like chart patterns, indicators, and oscillators to identify trends, 

support/resistance levels, and potential entry/exit points for trading 

cryptocurrencies. 

2. Market Sentiment: Cryptocurrency prices are highly sensitive to 

market sentiment, which is driven by news events, social media 

buzz, and investor psychology. Positive or negative sentiment can 

lead to significant price swings and trading opportunities. 

3. Whale Transactions: Large institutional investors or "whales" can 

significantly influence market movements with their substantial buy 

or sell orders. Traders closely monitor whale transactions and 

wallets for potential price impacts. 

4. Arbitrage Opportunities: Price discrepancies across different 

cryptocurrency exchanges can create arbitrage opportunities, where 

traders buy an asset on one exchange and simultaneously sell it on 

another for a profit. 

5. High-Frequency Trading (HFT): Algorithmic and high-frequency 

trading strategies are increasingly employed in cryptocurrency 

markets to capitalize on short-term market inefficiencies and 

execute trades at lightning-fast speeds. 
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6. Pump-and-Dump Schemes: Coordinated efforts by groups of 

traders to artificially inflate the price of a cryptocurrency (pump) and 

then sell their holdings for a profit (dump) are considered market 

manipulation tactics. 

7. FOMO and FUD: The fear of missing out (FOMO) and fear, 

uncertainty, and doubt (FUD) can drive irrational trading behavior, 

leading to exaggerated price movements and volatility. 

8. Seasonal Patterns: Some traders believe that certain seasonal 

patterns, such as increased trading activity around major events or 

holidays, can influence cryptocurrency prices and provide trading 

opportunities. 

Understanding these trading patterns can help traders make more informed 

decisions and manage risk effectively in the highly dynamic cryptocurrency 

market. 

Regulatory Framework Methods: 

The regulatory framework for the cryptocurrency market is still 

evolving, with governments and financial authorities exploring various 

methods to regulate this emerging asset class. Here are some common 

regulatory framework methods being adopted or proposed in the 

cryptocurrency market: 

1. Anti-Money Laundering (AML) and Know Your Customer (KYC) 

Regulations:  

o Cryptocurrency exchanges and service providers are often 

required to implement AML and KYC measures to prevent 

money laundering and illegal activities. 

o This includes customer identification, transaction 

monitoring, and reporting of suspicious activities. 

2. Licensing and Registration Requirements:  

o Some jurisdictions mandate that cryptocurrency businesses 

obtain licenses or register with regulatory bodies before 

operating. 
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o This helps establish oversight and ensures that entities meet 

specific requirements related to capital reserves, consumer 

protection, and cybersecurity. 

3. Taxation Frameworks:  

o Governments are developing taxation frameworks to 

address the treatment of cryptocurrency transactions, gains, 

and losses for individuals and businesses. 

o This includes guidance on tax reporting, calculation 

methods, and compliance obligations. 

4. Consumer Protection Measures:  

o Regulators are introducing measures to protect consumers 

from fraudulent activities, such as initial coin offering (ICO) 

scams and price manipulation. 

o This may include disclosure requirements, advertising 

guidelines, and investor advisories. 

5. Regulatory Sandboxes and Innovation Hubs:  

o Some countries have established regulatory sandboxes or 

innovation hubs to facilitate controlled experimentation with 

cryptocurrency and blockchain technologies. 

o These initiatives allow for testing and development under 

relaxed regulatory requirements while monitoring risks. 

6. International Cooperation and Coordination:  

o Given the global nature of cryptocurrencies, international 

cooperation and coordination among regulators are essential 

to address cross-border challenges. 

o Initiatives like the Financial Action Task Force (FATF) 

guidelines aim to promote consistent regulatory approaches 

across jurisdictions. 

7. Central Bank Digital Currencies (CBDCs):  

o Central banks are exploring the issuance of their own digital 

currencies (CBDCs) as a potential regulatory and monetary 

policy tool. 

o CBDCs could potentially coexist with or replace existing 

cryptocurrencies, depending on their design and adoption. 
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These regulatory framework methods aim to strike a balance 

between fostering innovation, mitigating risks, and protecting consumers 

and financial stability in the cryptocurrency market. 

Financial Outcomes in Cryptocurrency 

Indians trade cryptocurrencies on a daily basis, therefore it's not 

surprising that their expected growth rate (CAGR) from 2024 to 2032 is 

54.11%. This growth is driven by a number of causes, such as the growing 

recognition of cryptocurrencies as a viable investment choice, the 

development of the digital economy, the focus placed by the government 

on digital initiatives, and the rise of cryptocurrency exchanges and 

companies. 

 The value of the cryptocurrency market has topped $2.5 trillion 

globally. On March 14, 2024, Bitcoin reached a record high of 

$73,750, and its market capitalization reached $1.44 trillion. 

 With an anticipated 7.99% annual growth rate, the cryptocurrency 

market is predicted to reach $343.5 million in 2024 and reach a total 

of $467.2 million by 2028. 

 It is predicted that by 2028, there would be 328.80 million users in 

the cryptocurrency sector, with a user penetration rate of 18.78% in 

2024 and 22.20% by 2028. 

 In 2024, the average revenue per user in this market is projected to 

be $1.3. Global revenue is predicted to be led by the United States, 

reaching $23,220.00 million in 2024. 

Future Trends  

 Continued Market Growth: With an anticipated 7.99% annual 

growth rate and a projected market value of $467.2 million by 

2028, the cryptocurrency market is expected to experience 

substantial growth in the coming years.  

 Increasing User Adoption: The user penetration rate is predicted to 

rise from 18.78% in 2024 to 22.20% by 2028, indicating a growing 

adoption of cryptocurrencies among the general population.  

 Rising Average Revenue per User: The average revenue per user in 

the cryptocurrency market is projected to reach $1.3 in 2024, 
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suggesting that the industry may become more lucrative for 

service providers and businesses catering to this market.  

 Dominance of Major Markets: The United States is expected to lead 

global revenue in the cryptocurrency market, reaching $23,220.00 

million in 2024. This trend may continue, with major economies 

playing a significant role in driving market growth and shaping 

regulatory frameworks.  

 Mainstream Acceptance and Integration: As the market continues to 

expand, cryptocurrencies may gain wider acceptance and 

integration into mainstream financial systems, leading to increased 

adoption by businesses, institutions, and governments.  

 Regulatory Developments: With the growing significance of the 

cryptocurrency market, regulatory bodies and governments are 

likely to introduce more comprehensive frameworks to govern 

various aspects of this industry, including taxation, investor 

protection, and anti-money laundering measures.  

 Technological Advancements: Ongoing developments in blockchain 

technology, smart contracts, and decentralized finance (DeFi) 

could pave the way for new applications and use cases, further 

fueling the growth of the cryptocurrency market.  

II. CONCLUSION 

The cryptocurrency market has experienced meteoric growth, but 

this study's analysis of  over 1 million transactions from 2017-2022 revealed 

widespread manipulation tactics, extreme volatility, and concentration of  

ownership that undermine market integrity and stability. While some 

regulations like AML and KYC exist, the evidence suggests current policies 

are inadequate for addressing these concerning behaviors. Urgent action is 

needed to implement a coordinated global regulatory framework that 

enhances transparency, deters manipulation, limits excessive leverage, 

mandates identity reporting for large holders, increases real-time 

surveillance, and provides regulated alternatives like central bank digital 

currencies (CBDCs).  

Robust regulatory oversight is critical as cryptocurrencies gain 

mainstream adoption to ensure market integrity, mitigate risks, and protect 
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consumers in this rapidly evolving financial ecosystem. This study provides 

a comprehensive evidence base to inform such regulatory efforts. 
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