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Bitcoin NVT (Network Value to Transaction) 

 
Network Value to Transactions Ratio (NVT Ratio) is the ratio of market capitalization divided by 
transacted volume in a specified window. The NVT Ratio indicates whether the blockchain network 
is undervalued or overvalued. If the value is too high, it means the network is overvalued compared 
to the low ability to transact coins in terms of volume, implying Bitcoin will soon go down in price. 
This interpretation is based on the effect of mean reversion (price will tend to move to the average 
price over time). The formula is as represented below: 
 

NVT Ratio =  Market Cap
USD Daily Transaction V olume  

 

Figure 1 shows two lines. The red line indicates strong sell, while the green line indicates strong buy.  
Comparing the two indicators, there is a higher upside in the green zone than there is a downside in 
the red zone. The use of NVT Ratio may have helped investors to prevent the 2017 Bitcoin crash 
since the NVT Ratio went into the green zone in September of 2015 and lasted until December of 
2017. This 28 month period of NVT ratio saw the best Bitcoin bull run when the Bitcoin price 
increased from $250 to $19,000. After the crash, the NVT ratio has not been below the green line for 
a prolonged period of time. 
 
Bitcoin NVT has been rising since the start of the year when Bitcoin’s price was about $7,800. 
During recent weeks, the NVT ratio has been above the red line. That is, in the sell zone. While the 
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NVT dipped slightly a few days ago to below the green line, the overall upward trend of Bitcoin and 
NVT are still prevalent. 

NVT Golden Cross 
 
NVT Golden Cross is a modification of the NVT index. NVT Golden Cross generates short or long                 
signals by comparing both the short-term and long-term trend of the NVT. If the short-term trend is                 
greater than the long-term trend, it indicates that Bitcoin is overpriced and will soon revert to its                 
mean value, meaning a short signal. On the opposite side, if the long-term trend is greater than the                  
short-term trend, it indicates long signals. To identify the overpriced and underpriced network             
statutes, we set the upper threshold as 2.2 to identify overpriced network status and the lower                
threshold as -1.6 to identify underpriced network status. In summation, this indicator predicts local              
tops and bottoms, which helps traders to take short and long positions.The formula is as represented                
below: 

 
NVT Diff NV T  (10 Days Moving Average) V T  (30 days moving average)  =  − N  

 

NVT Golden Cross  = NV T  Dif f
NV T  Dif f  (300 days moving standard deviation)  

 
In the last three years, as shown Figure 2, the NVT Golden Cross has been below the green line 
seven times and above the red line only two times. The biggest NVT Golden Cross drop occurred 
this year in March when the price plummeted below $5,000. On the other hand, the biggest sell 
signal occurred in October of 2019, when Bitcoin value decreased around 16.67%. Since then, the 
NVT Golden Cross has been stable up until last week when the price had a pullback of about 8.67%. 
As August 24, 2020, the NVT Golden Cross shows that the current price of Bitcoin is undervalued 
because it is below the -1.6 level. 
 

 

Source: Data collected from CryptoQuant and Bitstamp exchange website. 


