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Verdict

Winning Hypothesis: The market is wrong: The current price recovery is merely a 'relief rally, and rigid macro
fundamentals (weakening consumer sentiment, unwinding of the yen carry trade, liquidity absorption) will override the
narrative, triggering further declines. While the T10Y2Y turning positive has alleviated hard-landing concerns, the trend
of rising real rates and global dollar liquidity contraction driven by the Bank of Japan's rate hikes persist. Capital
absorption from the SpaceX IPO and the Fed's rate hold (delayed rate cuts) will prolong the high-rate environment,
increasing valuation pressure on risk assets. Until SEC ETF approvals translate into actual capital inflows, regulatory
uncertainty and the divergence from equity market strength could undermine Bitcoin's 'growth stock' narrative. If the
historical breakdown in the BTC-GOLD correlation and the inverse pattern with NDX re-emerge, current prices signal a
correction from overbought levels.

The market believes the 'crypto winter' has officially ended and risk-on sentiment has recovered,
citing the resolution of geopolitical risks following a Middle East ceasefire agreement and the Strait of
Hormuz reopening, alongside institutional capital inflows from the T. Rowe Price multi-coin ETF
approval. Specifically, record-high emerging market stablecoin inflows are interpreted as the starting
point of a new liquidity cycle, with the recovery to $66,000 viewed not as a temporary rebound but as
the beginning of a new upward cycle.

This assessment is incorrect, as the collected evidence strongly refutes the market's 'relief rally' narrative,
revealing it as an illusion disconnected from macro fundamentals. Crucially, Bitcoin has fallen -11.08% over
the past three months, directly contradicting Hypothesis A's claim of a 'crypto winter ending' and the start of
an upward cycle. This contrasts with the Nasdaq 100 (NDX) rising 20.2% over the same period, directly proving
the failure of correlation recovery (above 0.6) between the two assets. Furthermore, the R-squared value of the
BTC-GOLD correlation, a core indicator of the 'digital gold' narrative, is extremely low at 0.0302, suggesting the
two assets are driven by entirely different factors. A drawdown of -19.02% from the peak indicates structural
weakness beyond the technical rebound zone. Additionally, the University of Michigan Consumer Sentiment
Index (UMCSENT) remaining at a contracted level of 49.8 demonstrates that on-chain inflow narratives cannot
offset negative macroeconomic sentiment.

Action: Recommendation to reduce BTC overweight and increase NDX overweight

Invalidation: If BTC price stays above the 3-month moving average (MA3) for over two weeks and the Relative
Strength Index (RSI) against NDX breaks above 50

Macro Picture

Regime: risk_on

Key Themes: Resolution of geopolitical risks and recovery in risk asset preference, SEC approval of 15 multi-coin
ETFs and accelerated institutional entry, Sustained institutional accumulation and increased whale holdings on-
chain

Dominant Narrative: The Bitcoin market has recovered to the $66,000 level amid a resurgence in risk appetite
driven by the Middle East ceasefire agreement and the reopening of the Strait of Hormuz, fostering a prevailing view
that the 'crypto winter' has ended. Institutional inflows and demand are leading the market, highlighted by the
SEC's approval of T. Rowe Price's 15-coin multi-asset ETF and Strategy's continued accumulation despite a $7.8
billion unrealized loss.




Reality: While FRED data shows the UMCSENT (49.8) at a low level indicating consumer sentiment contraction, the
positive turn in T10Y2Y (0.4) and stable ICSA (229,000) figures have alleviated hard landing concerns, supporting the
Fed's rate hold stance. Although inflation (CPI 333.979) concerns are easing, variables such as unwinding of the yen
carry trade due to the Bank of Japan's rate hike and liquidity absorption from the SpaceX IPO coexist; however, on-
chain metrics showing record inflows of stablecoins from emerging markets offset macro uncertainty.

Hypotheses

A (Market Right)

The market is correct: Resolution of geopolitical risks and institutional capital inflows have offset macro
uncertainty, formally ending the 'crypto winter'. The Middle East ceasefire agreement and reopening of straits
immediately stimulated global risk-on sentiment, neutralizing concerns over a weakening DXY and unwinding of
the yen carry trade. Approval of the T. Rowe Price ETF and further accumulation by Strategy signify not just
news but the onset of structural capital inflows. Notably, record inflows of stablecoins from emerging markets
suggest the initiation of a new on-chain liquidity cycle not captured by traditional macro indicators like
UMCSENT. Thus, the recovery to $66,000 represents not a temporary rebound but the starting point of a new
upward cycle.

The narrative reflects a powerful structural shift (institutional adoption + geopolitical stability) capable of overcoming limitations in

macro data. On-chain indicators (stablecoin inflows) are more leading than traditional consumer sentiment metrics, while
institutional accumulation acts as a support floor during price declines, refuting the collapse of the 'digital gold' narrative.

B (Market Wrong)

The market is wrong: The current price recovery is merely a 'relief rally, and macroeconomic fundamentals
(weakening consumer sentiment, unwinding of the yen carry trade, liquidity absorption) will overwhelm the
narrative, triggering further declines. While the T10Y2Y turning positive has alleviated hard landing concerns,
the trend of rising real interest rates and global dollar liquidity contraction driven by the Bank of Japan's rate
hikes persist. Capital absorption from the SpaceX IPO and the Federal Reserve's rate hold (delayed rate cuts)
will prolong the high-rate environment, increasing valuation pressure on risk assets. Until SEC ETF approval
translates into actual capital inflows, regulatory uncertainty and the disconnect from market euphoria could
collapse Bitcoin's 'growth stock' narrative. If the historical breakdown in the correlation between BTC and GOLD
and the inverse pattern with NDX reappear, current prices signal a correction from overbought levels.

The narrative underestimates macro realities (liquidity contraction, rising real rates, depressed consumer sentiment). If temporary
on-chain inflows fail to transition into structural capital inflows, price support will weaken. The previously identified 'illusion of a
relief rally' is likely to intensify due to variables such as yen carry trade unwinding and IPO liquidity absorption.

Key Question: Can the record-high inflows of emerging market stablecoins offset global dollar liquidity contraction driven by
the widening T10Y2Y spread and yen strength (yen carry unwinding), while BTC restores its correlation with NDX above 0.6 to
reaffirm the 'digital growth stock' narrative?

Tensions

While the market narrative cites the Middle East ceasefire and ETF approvals to argue for the end of the 'crypto
winter' and a recovery in risk appetite, actual macro data reveals coexisting liquidity contraction risks, including
consumer sentiment contraction and concerns over yen carry trade unwinding due to the Bank of Japan's rate hike,
failing to guarantee a full shift to risk-on.
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Narrative: Recovery in risk asset sentiment due to resolution of geopolitical risks and inf
Reality: Coexistence of concerns over global liquidity absorption due to consumer sentime
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The narrative positively interprets new capital inflows from events like the SpaceX IPO and continued institutional
accumulation; however, in the actual market, concerns over liquidity absorption from the SpaceX IPO and the

persistence of the Fed's rate hold stance create short-term pressure for capital outflows.
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Narrative: Strengthened upward momentum driven by sustained institutional accumulation and




Reality: Concerns over liquidity absorption from the SpaceX IPO and increased funding cos
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The market views the SEC's approval of multi-coin ETFs as resolving regulatory risks and accelerating institutional
entry, yet some headlines continue to point to sluggish spot ETF adoption amidst a booming equity market and

regulatory uncertainty, highlighting a divergence from the prevailing narrative.
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Narrative: Mitigation of regulatory risks following SEC approval of 15 multi-coin ETFs and
Reality: Concerns regarding sluggish spot ETF adoption and persistent regulatory uncertai
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