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Verdict

Winning Hypothesis: The current decline in Bitcoin is not a failure of the 'digital gold' narrative but an inevitable
'rebalancing' process driven by liquidity contraction in a 'higher for longer' interest rate environment. Amidst macro
realities such as geopolitical risks (US-Iran) and entrenched inflation (CPI 332.4), Bitcoin remains classified as a risk
asset, reflecting its characteristic as a high-yield asset that is sold first during liquidity contractions. The massive net
outflows from BlackRock's IBIT represent rational portfolio adjustments by institutional investors seeking short-term
risk mitigation, interpreted not as structural weakness in Bitcoin but as a temporary liquidity gap under macro
uncertainty. Therefore, the current price decline is not a divergence between narrative and reality but an accurate
market pricing of reality (liquidity contraction).

Market participants are re-evaluating Bitcoin as a high-yield risk asset rather than 'digital gold,
factoring in escalating geopolitical tensions between the US and Iran alongside the Fed's hawkish
stance (including Governor Cook's remarks on rate hikes). The $530 million net outflow from
BlackRock's IBIT in a single day and the breakdown of the $73,000 support level suggest institutional
investors are proactively selling Bitcoin to rebalance portfolios amid liquidity contraction, signaling a
structural bearish trend beyond a mere correction.

This assessment is accurate. Despite clear recession signals such as UMCSENT at 49.8 and 209,000 initial
jobless claims, the T10Y2Y spread remains positive at 0.48%, sustaining upward pressure on real rates. The
invalidation condition from the prior judgment—'inversion of the T10Y2Y spread (below -0.2%)'—has not
occurred. Moreover, gold's 15.6% decline over three months indicates that the safe-haven narrative is failing in
a high-rate environment. Bitcoin's 18.2% drop over six months and 24.46% loss from its peak quantitatively
confirm its characteristics as a risk asset sold first during liquidity contractions. This reflects an accurate
pricing of macro realities—high inflation and high rates—rather than excessive market fear overestimating the
Fed's policy pivot timing.

Action: Underweight BTC and underweight GOLD
Invalidation: If the T10Y2Y spread inverts below -0.2% for two consecutive weeks

Macro Picture

Regime: risk_off
Key Themes: Geopolitical risks and flight to safety, Diminished rate cut expectations due to entrenched inflation,
Institutional outflows (ETF) and whale selling pressure

Dominant Narrative: Escalating military tensions between the US and Iran caused Bitcoin to breach the $73,000
support level, retreating to the $72,000 range. BlackRock's IBIT recorded a record single-day net outflow of $530
million, signaling heightened risk aversion among institutional investors. The Fed's hawkish stance, coupled with
Governor Cook's remark that rate hikes remain possible without disinflation, has dampened expectations for
liquidity easing. The collapse below $73,000 is now viewed as a structural downturn rather than a mere correction.

Reality: As of May 2026, the T10Y2Y spread has converged to 0.48%, yet CPIl remains elevated at 332.407, indicating
entrenched inflation. This exerts upward pressure on real yields, diminishing the appeal of non-yielding assets like
Bitcoin. While UMCSENT (49.8) and ICSA (209,000) point to weakening consumer sentiment and a tightening labor
market, concerns over supply glut from increased Treasury issuance are accelerating price declines, clearly
reflecting a contracting liquidity environment.




Hypotheses

A (Market Right)

Bitcoin's current decline is not a failure of the 'digital gold' narrative but an inevitable 'rebalancing' process
driven by liquidity contraction in a 'higher for longer' rate environment. Under the macro realities of
geopolitical risks (US-Iran) and sticky inflation (CPI 332.4), Bitcoin remains classified as a risk asset, reflecting its
characteristic as a high-yielding asset sold first during liquidity contractions. The massive net outflows from
BlackRock's IBIT represent rational portfolio adjustments by institutional investors seeking short-term risk
mitigation, interpreted not as structural weakness in Bitcoin but as a temporary liquidity gap amid macro
uncertainty. Thus, the current price decline is not a divergence between narrative and reality, but an accurate
market pricing of reality (liquidity contraction).

1. Bitcoin's correlation with risk assets rather than functioning as a safe haven during geopolitical crises indicates the 'digital gold'
narrative is not yet mature, suggesting its decline in the current 'Risk Off' macro regime is the 'correct' market reaction. 2. With CPI
solidifying at 332.4 and Governor Cook's hawkish remarks, the Fed's signal to pause rate cuts or hint at hikes serves as a clear
indicator blocking expectations of liquidity supply. 3. As the T10Y2Y spread converges to 0.48% amid concerns of Treasury
oversupply, rising real yield pressure constitutes the strongest fundamental headwind for non-yielding assets like Bitcoin. 4.

Therefore, institutional outflows and price declines are not market errors but the appropriate reflection of the 'reality' of high
inflation and high interest rates.

B (Market Wrong)

The current decline in the Bitcoin market is an oversold zone driven by 'excessive fear,' representing a
temporary distortion of the 'digital gold' narrative, which occurs when macroeconomic realities (signs of
recession) take precedence over the narrative. Strong real economy slowdown indicators, with UMCSENT at
49.8 and 209,000 initial jobless claims, imply a 'stagflation' risk that will inevitably force the Fed to pivot to rate
cuts to prevent recession rather than control inflation. The market's current reaction of selling Bitcoin in
response to 'rate hike possibilities' and 'liquidity contraction' overlooks the 'last resort' narrative that the Fed
will resume liquidity provision when recession deepens due to policy failure. BlackRock's outflows are merely
short-term risk aversion; once real yields reach their limit, Bitcoin will be re-evaluated as the 'ultimate safe-
haven asset' benefiting from liquidity expansion alongside gold.

1. UMCSENT below 50 indicating contraction and rising jobless claims are recession signals, creating a 'policy dilemma' where the
Fed cannot maintain a hawkish stance. 2. As seen in past similar cases, once recession signals become clear, the Fed will prioritize
economic stimulus over inflation control and pivot to rate cuts, signaling a resumption of liquidity provision, the core driver of
Bitcoin price appreciation. 3. While the T10Y2Y spread is currently converging at 0.48%, it is highly likely to invert (Negative Spread)
if the recession deepens, reigniting expectations for liquidity expansion. 4. Therefore, Bitcoin's current decline reflects the market's

'excessive fear' underestimating the Fed's policy pivot timing; when macroeconomic reality (recession) overwhelms the narrative
(expectations of rate cuts), Bitcoin will surge.

Key Question: If UMCSENT and initial jobless claims clearly signal a recession, prompting the Fed to prioritize 'economic
stimulus' over 'inflation control' and pivot to rate cuts, will Bitcoin be sold off due to short-term liquidity contraction (reality),
or will it surge as a safe-haven asset in line with the resumption of liquidity provision (narrative)?

Tensions

A stark divergence exists between the narrative that Bitcoin will act as a safe-haven 'digital gold' during geopolitical
crises and the reality that it correlates with risk assets in risk-off environments, facing significant selling pressure.
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Narrative: Expectation that Bitcoin will surge as a safe-haven asset amid escalating US-Ira
Reality: Risk-off phenomenon triggered by escalating Middle East tensions, causing the $7
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The narrative of liquidity easing based on disinflation and rate cut expectations clashes with the reality of
entrenched inflation and Treasury supply glut, driving higher real yields and a tightening liquidity environment.
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Narrative: Optimism that the disinflationary trend will persist despite the Fed's hawkish r
Reality: Inflation solidifying at a CPI level of 332.407, coupled with leaked remarks fro
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A clear disconnect persists between the bullish narrative of sustained institutional inflows driving prices higher and
the reality of record outflows from major ETFs like BlackRock's IBIT combined with intense whale selling pressure.

0.85

Narrative: Structural bullish narrative that accelerating institutional Bitcoin adoption wi
Reality: Institutional risk aversion maximized following a net outflow of $530 million fr
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Alternatives

USD - O|= &&{ (DXY)
The most resilient beneficiary asset in an environment of rising real rates and liquidity contraction. The high-rate regime with a positive
T10Y2Y spread supports a strong US dollar, where demand for the dollar as a safe-haven asset in risk-off scenarios operates more clearly
than for Bitcoin or gold.

US20Y - 0= &7| Z*H (Treasuries)

Despite clear recession signals (increased jobless claims), growing stagflation fears from failed rate-cut expectations could drive
government bonds to surge as safe-haven assets ahead of equities or crypto. Particularly, if recession concerns intensify while the T10Y2Y
spread remains un-inverted, a rebound in bond prices (declining yields) presents a compelling alternative.

JPY - 2 & 2%}

Serves as the traditional 'funding currency' during global liquidity contraction and risk-off phases. As selling pressure on high-yield dollar
assets intensifies, a yen-buying (yen appreciation) trend emerges, enabling asset defense through a decline in the USD/JPY exchange
rate.
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