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Verdict

Winning Hypothesis: The current market decline and prevailing narrative represent a rational outcome reflecting the
failure of Bitcoin's valuation as 'digital gold.' Despite heightened geopolitical risks in the Middle East, Bitcoin's
decoupling from gold and subsequent decline indicate that the market still perceives Bitcoin as a 'high-risk growth
asset (Risk Asset).' Specifically, six consecutive days of net outflows from spot ETFs and the collapse of the $77,000
support level reflect not merely a technical correction but structural selling pressure driven by rising opportunity costs
of capital due to Al sector concentration and concerns over delayed Fed rate cuts. Therefore, the optimistic view
anticipating a recovery above $75,000 is merely an emotional accumulation narrative ignoring data (ETF outflows,
rising unemployment), while the current price decline accurately prices in macro risks (rising real interest rates).

Market participants recognize that Bitcoin is failing to fulfill its 'digital gold' safe-haven role and is
instead being classified as a risk asset, driven by Middle East geopolitical risks and a powerful rally in
the Al sector. Six consecutive days of net outflows from spot ETFs and the breakdown of the $77,000
support level indicate that institutional investors are continuing to sell Bitcoin due to rising real rates
and increased opportunity costs. We judge the short-term recovery to $75,000 as merely an emotional
accumulation narrative.

However, the premise of the previous verdict (B), which posited a 'Fed pivot to rate cuts triggered by recession
signals,’ has been specifically invalidated by current data. Evidence shows that while the Nasdaq 100 (NDX)
rose 9.87% over one month, Bitcoin fell 5.21%, clearly demonstrating an 'increased opportunity cost'
phenomenon where capital is flowing into the Al sector, absorbing Bitcoin liquidity. Furthermore, gold (GOLD)
declining 2.5% despite the Middle East crisis quantitatively refutes the notion that Bitcoin has completely lost
its safe-haven narrative. The T10Y2Y spread remaining positive at 0.49% indicates that a recession is not yet
confirmed; thus, the basis for an immediate Fed pivot to liquidity provision is weak. Instead, a 'Risk Off'
environment driven by sustained real rate burdens is leading Bitcoin's decline. Consequently, the core premise
of the previous verdict, 'imminent Fed policy pivot,' contradicts the current macro environment (Al rally,
delayed rate cuts), making the market's bearish narrative more valid.

Action: Overweight NDX and underweight BTC

Invalidation: If the T10Y2Y spread reverses to below -0.2% for two consecutive weeks, clearly signaling a
recession.

View Change: The core premise of the previous verdict (B), which assumed that 'UMCSENT 49.8 (rising unemployment) would
accelerate the Fed's pivot to rate cuts, now conflicts with current data. Evidence analysis reveals that the divergence between the
NDX 1M Return of 9.87% and BTC's -5.21% decline indicates that rising capital opportunity costs driven by 'Al sector concentration,
rather than Fed policy shifts, are dominating the market. Additionally, GOLD's -2.5% decline suggests that the safe-haven narrative
is not functioning during geopolitical crises, while the T10Y2Y remaining in the positive 0.49% range implies that a recession
(necessitating immediate Fed easing) has not yet been confirmed. In other words, rather than interpreting signals as a 'recession
warning' and injecting liquidity, the Fed is more likely to delay rate cuts amid 'persistent inflation' and a 'preference for growth
stocks (Al),’ making Hypothesis A—that selling pressure on Bitcoin as a risk asset will persist—the prevailing view.

Macro Picture

Regime: risk_off
Key Themes: Geopolitical risks and safe-haven preference, Decoupling from the Al rally and liquidity concentration,
Institutional selling pressure driven by ETF outflows




Dominant Narrative: Heightened Middle East tensions and an Al-sector-driven equity rally have exposed Bitcoin to
risk-off sentiment. With spot ETFs recording net outflows for six consecutive trading days, institutional selling
pressure is driving the breakdown of the $77,000 support level. Market participants, including Raoul Pal, are
interpreting this as a 'bear market accumulation opportunity, sustaining a wait-and-see approach ahead of a
potential recovery to the $75,000 level.

Reality: The T10Y2Y spread remains in positive territory at 0.49%, keeping recession fears low; however, weak
consumer sentiment (UMCSENT: 49.8) and rising unemployment claims (ICSA: 209,000) are constraining
expectations for liquidity expansion. The April 2026 CPI reading (332.407) and early May unemployment data
suggest inflation remains sticky, potentially slowing the Fed's rate cut pace and increasing the real interest rate
burden on Bitcoin.

Hypotheses

A (Market Right)

The current market decline and prevailing narrative directly reflect a rational outcome: the valuation of Bitcoin
as 'digital gold' has failed. Despite escalating geopolitical risks in the Middle East, Bitcoin's decoupling from
gold and subsequent decline indicate that the market still perceives it as a 'high-risk growth asset (Risk Asset)".
Specifically, six consecutive days of net outflows from spot ETFs and the collapse of the $77,000 support level
reflect not merely a technical correction but structural selling pressure driven by rising opportunity costs due to
capital concentration in the Al sector and concerns over delayed Fed rate cuts. Therefore, optimism regarding a
recovery to the $75,000 level is merely an emotional accumulation narrative ignoring data (ETF outflows, rising
unemployment); the current decline accurately prices in macro risks (rising real interest rates).

1. A clear separation between safe-haven assets (gold) and risk assets (stocks, Bitcoin) during geopolitical crises quantitatively
disproves Bitcoin's safe-haven narrative. 2. Sustained outflows from spot ETFs signal a loss of institutional investor confidence and
capital flight, creating a critical constraint on any short-term rebound. 3. Capital concentration driven by the Al sector rally acts as a
structural factor absorbing Bitcoin liquidity and fueling further declines.

B (Market Wrong)

The current market downturn is an oversold condition driven by temporary distortions in macro data and
excessive fear; thus, Bitcoin's long-term value narrative (digital gold) will soon be re-evaluated. UMCSENT and
rising unemployment imply a 'stagflation' risk that forces the Fed to inevitably pivot to rate cuts to prevent
economic contraction rather than control inflation, ultimately leading to a resumption of liquidity provision.
Although the invalidation condition proposed in the May 26, 2026 assessment (UMCSENT recovery) has not yet
been met, the 10Y-2Y Treasury spread (0.49%) remaining in positive territory suggests that recession fears have
not fully materialized, indicating the Fed's policy pivot is imminent. Therefore, the current collapse below the
$75,000 level, as noted by Raoul Pal and others, represents an 'institutional accumulation opportunity.' The real
interest rate burden is temporary, and the Fed's policy failure will serve as a trigger to restore Bitcoin's status as
a safe-haven asset.

1. Rising unemployment and low consumer sentiment will not delay Fed rate cuts but will instead accelerate the inevitable pivot to
cuts to prevent economic contraction. 2. The positive T10Y2Y spread indicates that a recession is not yet fully confirmed, suggesting
a high probability that the Fed will provide liquidity to address 'stagflation' risks. 3. While spot ETF outflows represent a short-term
correction, Bitcoin's function as a safe-haven asset will be further highlighted in the long term within a macro environment
characterized by persistent inflation and delayed rate cuts.

Key Question: Will the Fed interpret the early May 2026 increase in unemployment data and the April CPI rise as 'persistent
inflation,' thereby further delaying rate cuts, or as a 'recession signal,’ prompting a resumption of liquidity provision?

Tensions

A divergence exists between the narrative that Bitcoin should fulfill its role as a safe-haven 'digital gold' amid Middle
East geopolitical risks and the market reality where it is decoupling from equities and gold due to risk-off sentiment
driven by the Al rally and delayed rate cut expectations, resulting in downward pressure.
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Narrative: During geopolitical crises, Bitcoin should surge alongside gold as a safe-haven
Reality: Concerns over delayed rate cuts and capital concentration in the Al sector are e
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A discrepancy arises between the optimistic narrative, where market participants view the downturn as an
'institutional accumulation opportunity' anticipating a recovery to the $75,000 level, and the data reality of
sustained institutional selling pressure driven by seven consecutive days of net outflows from spot ETFs and the
aftermath of block trades.
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Narrative: The bear market represents a long-term accumulation opportunity as highlighted b

Reality: Sustained ETF outflows and institutional selling pressure are undermining the pr
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A gap exists between the optimistic narrative of liquidity expansion based on the belief that inflation is under
control and expectations of rapid Fed rate cuts, and the macro data reality suggesting a potential slowdown in the
rate cut pace due to the April 2026 CPI forecast and rising unemployment trends.
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Narrative: Slowing inflation will prompt the Fed to cut rates early, injecting liquidity in
Reality: CPl and unemployment data suggest persistent inflation, increasing the burden of
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Alternatives

USD - O|= & (DXY)

In a Risk Off environment, delayed rate cuts and rising real interest rates are key drivers of dollar strength. With Bitcoin and gold losing
their safe-haven roles and declining, the relative value appreciation of the dollar against risk assets facing liquidity contraction pressure
represents the clearest beneficiary scenario.

US10Y - 0]= 10 & =& (Long Duration Treasuries)

Despite unclear recession signals (T10Y2Y positive), if stock market overheating driven by the Al rally and inflation concerns persist, the
Fed's maintenance of a tightening stance or delay in rate cuts could drive up long-term yields. However, in the event of extreme 'Risk Off'
sentiment, capital fleeing equities (NDX) may flow into safe-haven government bonds, driving prices up (yields down), making them a
defensive asset. (Note: If inflation risks resurge, bonds could become risk assets; thus, approach as a buying opportunity driven by short-
term safe-haven preference.)

JPY - L2 2l (JPY)
Traditionally serves as the strongest safe-haven asset during global Risk Off phases. Even if dollar strength persists due to the Al rally or

delayed rate cuts, the likelihood of JPY buying flows (Carry Trade Unwind) increases when market volatility expands. Furthermore, JPY
appreciation is expected when decoupling from Bitcoin intensifies.
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