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RATE VOL AND CREDIT FINALLY MOVE IN THE
RIGHT DIRECTION, MINERS LOOK LIKE THEY ARE
FINDING A LOW, SOL MAY HAVE CLEARED AN
UNDERAPPRECIATED SUPPLY OVERHANG

Sean Farrell
HEAD OF DIGITAL ASSET STRATEGY

SPCX reported Q3 after the close yesterday, and I think the print could provide a
much-needed sentiment lift to the BTC miners and broader neocloud / AI compute
complex. The AI unit generated $7.6B of revenue, well above the ~$6.5B
expected, at a 66% adjusted EBITDA margin. That total includes Cursor, Grok,
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API, and X ad revenue, but compute rental is likely the largest contributor. Pricing
is tracking above the high end of last quarter’s $30–50 per watt range, renewals
are coming in higher, and new deployments are paying back in under a year.
The takeaway is that demand for compute continues to rise, while the economics
of compute rental remain attractive for operators with a reasonable cost of capital.
That caveat matters, particularly given the financing concerns we have been
discussing over the past couple of weeks. Depreciation matters as well, with
operating margins closer to ~20% excluding Cursor stock comp. Frontier-lab
monetization and SpaceX’s own 10+ GW build next year remain risks, but I think
this print is a meaningful positive for sentiment and should help rebuild confidence
in the economics underlying the broader AI infrastructure buildout.
An important development for crypto broadly was the move in rate volatility. We
have been waiting for MOVE to roll over for several weeks, and today we finally
saw a more meaningful decline. Crypto has historically been sensitive to sharp
moves in rate vol, as heightened uncertainty in rates can constrain leverage,
tighten liquidity conditions, and weigh on risk appetite. We had been looking for a
more decisive decline in MOVE, and its break below the 98–114 range that held for
much of the past month is an encouraging development. HY credit is also acting
well today. A continued decline in rate vol alongside further improvement in HY
credit should provide a solid tactical tailwind for BTC and, by extension, the
broader crypto complex.
The late-day geopolitical volatility does not change that view for me yet. There
were rumors around renewed Middle East escalation, which appeared to coincide
with a brief spike in yields and some weakness across risk assets. But the signals I
would expect to confirm a meaningful escalation, including crude, tanker-related
assets, and the VIX, did not respond materially. I would not read too much into
those rumors for now, although they are obviously worth monitoring.
Solana is also worth highlighting. The network shipped Alpenglow, its new
consensus upgrade, targeting roughly 150ms finality versus the multi-second
finality of the prior system. I do not think that alone drives near-term price action,
but it meaningfully improves Solana’s suitability for more sophisticated financial
applications where deterministic, near-instant settlement matters.
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More interesting from a market perspective is the apparent removal of a sizable
SOL supply overhang. SkyAI, a Solana DAT that had been trading below NAV,
appears to have liquidated roughly $200M of SOL as it unwound its treasury
strategy. A large portion of those sales occurred between 10/7 and 10/15. I think
that likely contributed to SOL’s recent underperformance vs BTC, with SOL/BTC
down ~14% from its late-September highs. With that selling pressure now largely
behind us, I think SOL has a better chance to catch up on a relative basis.
Bottom Line: I remain constructive tactically. Rate volatility is finally starting to
ease, credit is trading better, and the AI/HPC complex looks like it may be finding
firmer footing. If these trends continue (I think they do), I think the setup remains
favorable for another move higher in crypto.
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