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2026-04-21 - Conviction - HIGH

Verdict

Winning Hypothesis: Bitcoin's breach of $76,000 represents an overvalued 'narrative bubble' driven by prolonged high
interest rates (fears of 5% Treasury yields) and rising real rates amid persistent inflation (CPI 330.293). The T10Y2Y
inversion (0.54%) and resilient initial jobless claims (207,000) signal not a soft landing but 'high-rate stagnation,
exerting liquidity contraction pressure. The 46 consecutive days of negative funding rates indicate not a short squeeze
but a precursor to leverage liquidation. Institutional inflows are temporary and could reverse to net selling if risk
appetite collapses sharply in a high-rate environment.

Market participants are re-evaluating Bitcoin as 'digital gold' based on Middle East geopolitical risks,
the halving supply shock, and sustained institutional inflows (ETFs), viewing the breach of $76,000 as
the starting point of a bull market. Specifically, 46 consecutive days of negative funding rates are
interpreted as a precursor to a short squeeze, while the T10Y2Y inversion turning positive (0.54%) and
a resilient labor market are cited as evidence of a soft landing, dismissing concerns about prolonged
high rates as temporary volatility.

This assessment is flawed because the collected quantitative evidence strongly supports the view that the
market's optimistic narrative is merely a 'narrative bubble.' Specifically, the core scenario indicates that the
US10Y yield remains at 4.25% (currently 4.25%) and CPI is stuck at 330.293, showing that pressure from rising
real rates has not been alleviated (strong evidence). Furthermore, Bitcoin's -10.93% return over the past six
months, despite a short-term one-month rebound of 12.7%, suggests a temporary correction from highs rather
than a structural bull market shift. Robust labor market indicators, including a T10Y2Y spread of 0.54% and
ICSA at 207,000, reinforce the Fed's 'Higher for Longer' stance, acting as a liquidity contraction pressure.
Consequently, in a high-rate environment, Bitcoin's appeal as a non-yielding asset is eroded, and the risk of a
leverage liquidation cascade likely outweighs the short squeeze potential.

Action: Recommend underweighting BTC and shifting to short positions in US10Y
Invalidation: If the US10Y yield falls below 3.80% for two consecutive weeks

Macro Picture

Regime: liquidity_expansion
Key Themes: Institutional-led ETF Inflows, Geopolitical Risk Hedging, Supply Shock from Second Halving
Anniversary

Dominant Narrative: As of April 2026, Bitcoin is reaffirming its role as a hedge asset akin to 'digital gold,' driven by
Middle East geopolitical tensions and price signals breaking through $76,000. Corporate asset accumulation is
accelerating as MicroStrategy surpasses BlackRock's IBIT holdings, while sustained institutional net inflows are
fueling the bull market amid the potential for a short squeeze triggered by 46 consecutive days of negative funding
rates.

Reality: The T10Y2Y (10-year minus 2-year Treasury yield) turning positive at 0.54% and ICSA (Initial Jobless Claims)
holding steady at 207,000 suggest continued liquidity provision under a soft landing scenario. However, with CPI at
330.293 indicating inflation remains uncontained, risks of prolonged high interest rates, such as concerns over 5%
Treasury yields, could amplify Bitcoin's short-term volatility.




Hypotheses

A (Market Right)

Bitcoin's breach of $76,000 and the ensuing bull market are not merely speculative overheating but a realistic
revaluation of the 'digital gold' narrative, combining Middle East geopolitical risks with the halving supply
shock. The positive T10Y2Y spread (0.54%) and robust ICSA (207,000) suggest continued liquidity provision
under a soft-landing scenario; thus, concerns over prolonged high rates are likely temporary volatility drivers
rather than structural downward pressures. Notably, 46 consecutive days of negative funding rates serve as fuel
for further upside via a short squeeze, while genuine net inflows from institutional funds through MicroStrategy
and BlackRock's IBIT are converting market narratives into fundamentals.

1. Geopolitical risks and supply shocks reinforce Bitcoin's hedge asset attributes, driving higher correlation with gold (GOLD). 2. A
positive T10Y2Y spread and a robust labor market signal a soft landing, supporting a regime of liquidity maintenance or expansion
rather than contraction. 3. Negative funding rates and overheated short positions create a paradoxical upward momentum,

triggering a powerful rebound (short squeeze) following short-term corrections. 4. Institutional ETF inflows act as genuine buying
pressure, not just narrative, thereby supporting the price floor.

B (Market Wrong)

Bitcoin's breach of $76,000 represents an overvalued 'narrative bubble' driven by prolonged high interest rates
(fears of 10Y Treasury yields exceeding 5%) and rising real rates amid persistent inflation (CPI 330.293). The
T10Y2Y inversion turning positive (0.54%) alongside resilient initial jobless claims (207,000) signals not a soft
landing but 'higher-for-longer' rates, exerting liquidity contraction pressure. The 46-day consecutive negative
funding rate indicates not a short squeeze but a precursor to leverage liquidation; institutional inflows are
temporary and could reverse into net selling if risk appetite collapses under the high-rate environment.

1. CPl anchoring at 3.3% dilutes expectations for Fed rate cuts, while rising real rates erode the appeal of non-yielding assets like
Bitcoin. 2. The positive T10Y2Y spread and robust labor market reinforce the 'Higher for Longer' stance, acting as a structural
constraint on liquidity supply. 3. 46 consecutive days of negative funding rates suggest extreme market optimism, signaling a high
probability of a liquidation cascade rather than a short squeeze. 4. Historical patterns (2026-04-19, 20) indicate that when US10Y
yields remain above 4.25%, Bitcoin prices tend to decline, a pattern that may repeat.

Key Question: In a prolonged high-rate environment where CPl anchors at 3.3% and real rates rise, will the T10Y2Y spread
maintaining 0.54% sustain liquidity supply (soft landing), or will the complete erosion of Fed rate cut expectations trigger
liquidity contraction that delivers a decisive blow to Bitcoin prices (higher-for-longer)?

Tensions

The safe-haven narrative of 'digital gold' is strengthening due to geopolitical risks and the supply shock from the
halving; however, with CPI at 330.293 and inflation not fully contained, fears of prolonged high interest rates could
drive up real yields. This creates a contradiction that may temporarily undermine Bitcoin's safe-haven appeal or
exacerbate volatility.
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Strong demand-side narratives, including net ETF inflows from institutional capital and MicroStrategy's expanding
holdings, are driving prices higher. Yet, overheated short positions, evidenced by 46 consecutive days of negative
funding rates, carry the risk of a sharp correction following a short-squeeze-driven spike, casting doubt on the
sustainability of the price rally.
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Narrative: Optimism that the bull market will persist, fueled by institutional-driven ETF i
Reality: Potential for a short squeeze due to 46 consecutive days of negative funding rat
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While some experts, including those at Bloomberg, warn of the 'end of the Bitcoin era' or suggest the bull market
may be a trap, actual market data shows sustained inflows of $1 billion via ETFs. This divergence between narrative
and fundamental data is deepening market sentiment polarization.




Narrative: Spreading skeptical narratives, including Bloomberg's warning of 'the end of the
Reality: Sustained inflows of approximately $1 billion into spot ETFs such as BlackRock's
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