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GARCH(1,1) Model:
²  =  + · ²  + · ²

where +  < 1 for stationarity
High persistence ( +   1)  volatility clustering

GARCH(1,1) Simulated Returns: Volatility Clustering in Crypto vs Traditional Assets

BTC-like ( =0.10, =0.85)
S&P500-like ( =0.08, =0.88)
±10% zone
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BTC avg: 4.13%

S&P avg: 1.53%

Volatility
Clusters

Bitcoin-like volatility
S&P500-like volatility

(GARCH = Model showing how big price swings tend to cluster together over time)


