& DeAsset

MANAGEMENT

The Divergence:
The Door Opens While the
Price Bleeds

FinCEN withdrew two never-implemented surveillance proposals and the IRS gave
staking trusts a safe harbor — while prices, ETF flows, and rates told the opposite
story. This report asks what the gap between policy and price means for long-

horizon allocators.

October 2026

deasset.io



g DeAsset RESEARCH - DIGITAL ASSETS

CONTENTS

Inside this report

An assessment of the first week of October 2026: FinCEN withdrew two long-standing crypto surveillance

proposals, the IRS gave staking trusts a classification safe harbor, and OKX closed a strategic round at a $25

billion valuation — while U.S. spot Bitcoin ETFs shed roughly $730 million in two sessions and Bitcoin fell

below $81,000 intraday. This report separates the regulatory structure from the market's momentum, and

prices the gap.
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01 - EXECUTIVE SUMMARY

The door opened while the price bled

Two things happened in the first week of October 2026 that were not supposed to happen together. On
October 6, the Financial Crimes Enforcement Network published two withdrawal notices in the Federal
Register — one (2026-20429) killing its 2023 finding that international crypto mixing is a class of
transactions of primary money-laundering concern and the associated proposed reporting rule, and one
(2026-20430) formally ending the December 2020 proposal that would have forced banks and money
service businesses to report self-custody wallet transfers above $10,000. On the same day, the IRS
issued Revenue Procedure 2026-20, a revised safe harbor letting qualifying investment and grantor
trusts stake proof-of-stake assets without losing their federal tax classification, with a six-month
transition ending April 6, 2027. OKX announced a strategic investment from Circle, Ripple, QRT and
Standard Chartered's SC Ventures at a $25 billion pre-money valuation (investment amount

undisclosed).

At the same time, the price side collapsed. U.S. spot Bitcoin ETFs posted net outflows of $484.9 million on
October 7 and $244.1 million on October 8 — roughly $730 million in two sessions — while spot Ethereum
ETFs bled for a seventh consecutive day. Bitcoin traded below $81,000 intraday on October 8 and sat near
$82,500-83,000 as the week closed; Ethereum fell toward $2,478-2,560. Brent crude hit $105 a barrel,
Treasury yields rose, and gold gained 0.95% on October 8 — the classic risk-off rotation, with crypto firmly

on the wrong side of it.

$730M

Net outflows from US spot

0 $25B

Proposed rules in force after OKX pre-money valuation at

BTC ETFs, Oct 7-8 (single-
day record since Jun 25: -
$484.9M on Oct 7)

this week — both withdrawn Oct 6 strategic round

rules never took effect (investment amount
undisclosed)

The divergence is the point. Our view: markets priced this week as pure risk-off; almost nothing of the
regulatory improvement was priced in, because regulatory improvement does not print on a one-day chart.
But structure outlives sentiment: rules that never take effect do not get withdrawn every week, and the last
six years of U.S. crypto policy just changed direction in a single notice cycle.

ETF flows: Farside Investors via CCN, 9 Oct 2026. FinCEN withdrawals: Federal Register (announcement 5 Oct; publication 6 Oct 2026, 91 FR

63513). OKX: OKX announcement via Bitcoin Magazine, 6 Oct 2026. Prices: CoinGecko / TradingView, ~8-9 Oct 2026. IRS: Rev. Proc. 2026-20,

6 Oct 2026 (IRS direct URL not obtained; cross-verified via secondary sources — fact gate "conditional pass").

DeAsset Management - deasset.io Page 2



8 DeAsset RESEARCH - DIGITAL ASSETS

02

The Week That Split the Market

The entire divergence compressed into four trading days:

October 2026: policy opens, price bleeds

Date Regulatory side Market side

Oct5 FinCEN announces withdrawal of both proposals BTC near $87,000, rally intact
(Mon)

Oct 6 Federal Register publishes 2026-20429 (mixing) and Quiet day — the news barely moved
(Tue) 2026-20430 (unhosted wallets); IRS issues Rev. Proc. price

2026-20; OKX announces strategic round at $25B
pre-money valuation

Oct 7 — BTC spot ETFs —$484.9M (largest

(Wed) single-day outflow since Jun 25); ETH
ETFs —-$160.9M; BTC slides toward
$83,000

Oct 8 — BTC spot ETFs —$244.1M; Brent

(Thu) $105; BTC intraday low $80,507; ETH
~$2,478; gold +0.95%; ~$1.1B crypto
liquidations

FinCEN announcement 5 Oct (FinCrime Central / 21rates) vs. Federal Register publication 6 Oct 2026 (91 FR 63513). IRS: Bloomberg Tax /
Liskow, 6 Oct 2026 (secondary sources). OKX: Bitcoin Magazine / Bloomberg, 6 Oct 2026. Flows: Farside Investors via CCN /
respectinvestment, 9 Oct 2026. Liquidations: TradingView, 8 Oct 2026.

Our view: the table is the whole thesis in miniature. Everything on the left is durable and directional;
everything on the right is cyclical and mean-reverting. The market sold the right column and ignored the left

one.
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Why the Price Fell: The Risk-Off Ledger

This was not a crypto-idiosyncratic selloff. U.S. stocks fell alongside it — the Nasdaq dropped 1.25% and
the S&P 500 fell 0.47% on October 8, while gold gained 0.95%. The drivers were textbook macro: rising
Treasury yields repriced the discount rate on every speculative asset at once, Brent at $105 revived inflation
anxiety, and U.S. government-seized Bitcoin wallets moved ~5,465 BTC toward Coinbase Prime, adding a
supply overhang even though no sale was confirmed. Forced liquidations of roughly $1.1 billion amplified

the move — crypto's leverage engine turning a 5% spot decline into a 24-hour cascade.

US spot Bitcoin ETF net flows, Oct 7-8, 2026

Oct 8 -$244.1M

Flows: Farside Investors via CCN, 9 Oct 2026. Macro: thehindubusinessline / TradingView / CCN, 8-9 Oct 2026.

The flow picture is more worrying than the price picture. September brought $2.65 billion of net inflows into
U.S. spot Bitcoin ETFs; October is now net negative (~*~$410 million net by October 8, per SoSoValue), a
full reversal of the institutional bid that carried the late-September rally. On October 7, not a single Bitcoin
ETF reported an inflow. The marginal buyer from September has stopped showing up — and ETF flow data
has historically led spot price by three to five days (a DeAsset estimate: an empirical regularity, not a law —
it can break when spot demand comes from non-ETF venues), which puts the next print squarely inside this

report's window.

Our view: none of this changes anything structural about crypto. It changes positioning. Risk-off episodes
are when weak holders transfer coins to patient ones — and this one arrived precisely as the regulatory cost

of holding them fell.

September inflows / October reversal: cryptotraders.com / SoSoValue via yourweb3guy, 9 Oct 2026. Flow-lead observation: [EST] DeAsset.
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Why the Door Opened: The Regulatory Ledger

Start with what actually changed. The two FinCEN withdrawals eliminate six years of unresolved tail risk in
one stroke. The unhosted-wallet rule, first proposed on December 23, 2020, would have required banks and
money service businesses to file reports on customer transactions above $10,000 involving self-custody
wallets — with $3,000 recordkeeping and 24-hour aggregation. The mixing proposal would have imposed
recordkeeping and reporting on any covered financial institution that knew, suspected, or had reason to
suspect a transaction touched international mixing. Both were proposals only; neither ever took effect.
FinCEN's withdrawal notices — citing the July 2025 President's Working Group on Digital Asset Markets
report and a mandate to make digital-asset rules "fit for purpose" — state the agency will take no further

action on the wallet proposal, while continuing to monitor mixers for illicit-finance risk.

Federal Register 2026-20429 / 2026-20430, 6 Oct 2026; 21rates; technologylaw.ai.

The IRS move is narrower but arguably more investable. Rev. Proc. 2026-20 replaces the November 2025
safe harbor (2025-31) with 14 requirements under which qualifying investment and grantor trusts —
including listed ETPs — can stake proof-of-stake assets while keeping investment-trust and grantor-trust
classification. Staking is framed as a "property preservation activity," not an active business, which resolves
the "power to vary investments" problem that threatened pass-through treatment. The procedure is effective

for tax years ending on or after October 6, 2026, with a six-month transition to April 6, 2027.

Bloomberg Tax / Liskow / Crypto Briefing, 6-7 Oct 2026 (secondary sources — IRS direct URL not obtained; fact gate conditional pass).

The October 6 regulatory-private package

Action What it does What it does not do

FInCEN 2026-20429 Withdraws 2023 finding + proposed reporting No change to existing BSA

(mixing) rule obligations

FIinCEN 2026-20430 Ends the Dec 2020 NPRM — "no further Future administrations may

(unhosted wallets) action" propose anew

IRS Rev. Proc. Protects trust classification when staking Does not make staking income

2026-20 tax-free

OKX strategic round Circle, Ripple, QRT, SC Ventures bought in; Investment amount

($25B pre-money) OKX-ICE filed for 24/7 tokenized U.S. stock undisclosed; SEC approval
trading pending

Federal Register, 6 Oct 2026. OKX: Bitcoin Magazine / parameter.io / coinlaw.io, 6—-7 Oct 2026.

Our view: three separate U.S. government and institutional actions in one week — enforcement withdrawal,

tax-structure clarity, and TradFi capital commitment — point the same direction for the first time since this



cycle began. The regulatory overhang that justified a "crypto discount” in institutional portfolios just got

smaller by a measurable amount.
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The Fine Print I: What the Withdrawals Do Not Do

This was the withdrawal of proposals that never took effect — not the repeal of rules in force. It cancels a
planned new layer of surveillance; it does not relax existing BSA obligations. Treating it as deregulation

misreads the event.

Read the notices, not the headlines. No existing Bank Secrecy Act obligation is relaxed: money-transmitter
registration, the funds transfer and travel rules, and suspicious-activity reporting all remain exactly where
they were. FinCEN proposed customer-identification requirements for permitted payment stablecoin issuers
as recently as June 2026, and it continues rulemaking against sanctions-evasion networks. For mixers
specifically, the agency left future action explicitly open, saying it may respond if monitoring identifies

money-laundering or illicit-finance risks.

thecoinrepublic / technologylaw.ai, 6 Oct 2026.
Our view: anyone reading this week as "crypto is deregulated" is misreading it. What changed is the ceiling,
not the floor: the worst plausible surveillance regime for self-custody is now off the table, but the existing
compliance regime is fully intact — and a future administration can propose new rules from scratch. Price

this as tail-risk removal, not as a green light.
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The Fine Print Il: What the IRS Safe Harbor Does
Not Do

The guidance protects a trust's classification, not its income. Staking rewards remain taxable; the safe harbor

(transition relief through April 6, 2027) applies to classification uncertainty, not to tax exemption.

Rev. Proc. 2026-20 does not create a general tax exemption for staking income, does not determine whether
staking rewards are effectively connected with a U.S. trade or business or constitute unrelated business
taxable income, and does not resolve the federal tax treatment of forks or airdrops. The IRS states explicitly
that no conclusions should be drawn about issues outside the procedure's stated scope. The safe harbor's 14
conditions are also genuinely restrictive: single digital asset, exchange-listed interests, SEC-filed staking
disclosures, unrelated staking providers, rewards distributed (or sold and distributed) within 60 days after

quarter-end. Borrowing digital assets through a tax-treated loan disqualifies the trust.

crypto.news / inusnews / coinliva, 6—7 Oct 2026 (secondary sources — IRS direct URL not obtained; fact gate conditional pass).

Our view: this is plumbing, not a catalyst. It removes a tax-structure objection that kept some sponsors from
adding staking to ETPs — it does not make staking yield tax-free, and it does not by itself put a single
additional dollar of staking yield into any investor's pocket. The investable consequence is second-order:
staking-enabled ETPs become structurally feasible, which over 12-24 months can compress the yield gap

between holding spot and holding a wrapped product.
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Not Reports 04, 08, or 09: Where This Story Differs

Our view: DeAsset's recent reports each owned one structural vector. Report 04 mapped institutional
demand through ETFs and corporate treasuries — the who is buying. Report 08 mapped privacy as a use case
returning through shielded adoption and the ZEC repricing — the what people want to do privately. Report
09 mapped the investable RWA stack from tokenized Treasuries to credit protocols — the what gets built on-
chain. Report 10 is none of those: it is about the rules of the game changing while the scoreboard flashes red.
The investable object here is not an asset, a sector, or a stack — it is a timing dislocation between a
measurable improvement in the regulatory cost of participation and a sentiment-driven selloff that priced

none of it in. If 04/08/09 answered "what to own," 10 answers "when the window opens."

DeAsset research archive: Reports 04, 08, 09 (deasset.io/research).
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The Divergence Trade: What the Gap Is Worth

Our view: the divergence framework gives three testable implications for the next 3—12 months:

First, the regulatory bid is slow but cumulative. Staking-enabled ETP structures plausibly begin appearing
within 12 months of the IRS safe harbor (the April 2027 transition deadline is the forcing function), adding a
structural yield bid to ETH and other PoS assets that did not exist before. This is a base case with wide error

bars — sponsor adoption, SEC disclosure review, and staking-provider capacity are all unproven at scale.

Second, the macro headwind is the binding constraint on timing. As long as yields rise and oil sits near
$105, the risk-off discount dominates any regulatory premium in the short run. The divergence trade is
therefore a patience trade, not a dip-buying signal: accumulate structure (staking exposure, self-custody rails,

ETP optionality) while the market prices only the macro.

Third, watch the flows, not the headlines. The next two weekly ETF prints and the October 14 CPI release
(September 2026 CPI, 8:30 AM ET) will decide whether this is a $730-million repositioning or the start of a
deeper outflow cycle. A third consecutive outflow week would confirm institutional demand has genuinely
stepped back; stabilization would suggest the September bid is merely pausing. The October 28 FOMC
decision is the other catalyst on the calendar — the first meeting since the September 16 hike to 3.75-4.00%.
Either way, the regulatory ledger does not reverse on a CPI print — and that asymmetry is the trade.

Calendar verified 11 Oct 2026: BLS September 2026 CPI scheduled Wed 14 Oct, 8:30 AM ET (BLS 2026 release schedule). FOMC meeting 27—

28 Oct 2026, decision statement Wed 28 Oct, 2:00 PM ET (Federal Reserve calendar). September 16, 2026 hike to 3.75-4.00% per FOMC

statement. Flow figures: Farside Investors via CCN, 9 Oct 2026.
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Key Risks

Macro escalation dominates. If oil breaks sustainably above $110 or the Fed signals another hike at the
October 28 FOMC (decision day of the October 27—28 meeting), the risk-off leg extends and the regulatory
improvement stays unpriced for quarters, not weeks. Probability: material; this is the base-case bear scenario

for the thesis timing.

Regulatory reversal risk. FinCEN's withdrawals are agency actions, not statutes — a future administration

can propose equivalent rules again. Price the improvement as a 4-year window, not a permanent settlement.

The safe harbor may go unused. If ETP sponsors judge the 14 conditions too restrictive or staking yields
too thin to justify the operational lift, Rev. Proc. 2026-20 becomes a dead letter and the second-order yield

bid never materializes.

Optimism misread. The single largest risk to this report's reception is readers concluding "regulation is
solved." It is not: BSA obligations are intact, mixer monitoring continues, and staking income remains

taxable. The fine-print sections (05—06) are load-bearing.

OKX/tokenized-securities execution. The OKX-ICE tokenized stock platform filed with the SEC "subject
to regulatory approval" — approval is not granted. The $25B valuation round's undisclosed amount means

no new capital figure can be modeled.

Korea-specific note. U.S. regulatory improvement does not change Korean tax or reporting obligations
(2027-01-01 income tax start; CARF first exchange 2027-09 per standing watch). Domestic readers should

not extrapolate U.S. agency actions to Korean compliance.

Risk factors compiled Oct 2026. FOMC: meeting Oct 27—-28, decision Oct 28, 2:00 PM ET (verified 11 Oct 2026). Korea dates: standing CARF/

Korea tax watch.
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Conclusion: DeAsset's Reason for Being

Our view: DeAsset exists for weeks like this one. When the market can only price fear, and the rulebook
quietly gets better, someone has to hold the other side of the ledger — not as a gamble on a bounce, but as a
structured position in the gap between durable improvement and temporary panic. The door opened while the

price bled. Our job is to walk through it before the market notices it was ever closed.

Regulation opens the door; risk-off prices the entry. The gap between the two is the trade.

Next scheduled review: Q1 2027 (after the IRS transition window midpoint and the first full quarter of post-withdrawal FInCEN posture).
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DISCLAIMER

Important disclosures

This report is published by DeAsset Management for informational and educational purposes only. It does not constitute investment
advice, an offer to buy or sell any security or financial instrument, or a recommendation regarding any asset, protocol or strategy

discussed herein.

Digital assets are volatile and involve a high degree of risk, including the possible loss of principal. Past performance is not
indicative of future results. Market data cited in this report is sourced from public sources believed to be reliable, but DeAsset

Management makes no representation as to its accuracy or completeness and accepts no liability for errors or omissions.

Forward-looking statements, estimates and projections are based on assumptions and are subject to uncertainty; actual outcomes may
differ materially. Readers should conduct their own research and consult a qualified financial adviser before making any investment

decision.

© 2024 DeAsset Management. All rights reserved.

@ DeAsset Management

Beyond Borders, Real Value. - deasset.io - won@deasset.io
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