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Verdict

Winning Hypothesis: Rationale for macro reality being correct and market mispricing: 'Prolonged high interest rates'
and 'rising real rates' act as decisive factors suppressing Bitcoin's leveraged asset characteristics. The rebound rally
expected in the second half relies on rate cut expectations (liquidity supply), but CPl and treasury spread data suggest
inflation remains sticky, delaying liquidity provision. Unlike in the past, Bitcoin has lost its defensive properties as
'digital gold' (collapse of correlation with GOLD), and with no recession, safe-haven demand is absent. Consequently,
Bitcoin functions as a pure liquidity-sensitive asset, making it unable to avoid further correction (breaking below
$65,700) alongside a failure to recover correlation with the Nasdaqg (NDX) in a high real-rate environment. Institutional
inflows are insufficient to offset short-term volatility, and price support at the downside will weaken as long as the
FOMC maintains its tightening stance.

Market participants expect Bitcoin to be reclassified as a 'productive, yield-generating asset' and
attract institutional mandatory allocation, citing expanded institutional adoption such as BlackRock's
income ETF launch and the SEC's approval of active multi-coin ETFs. Consequently, they exhibit a dual
sentiment: anticipating a second-half rebound rally while recognizing the 65,700 USD level as a strong
support line, even amid reduced probability of rate cuts before 2027.

This assessment is correct, as collected quantitative evidence strongly refutes the market narrative that
'institutional adoption offsets liquidity shortages' in the current macro environment. Crucially, Bitcoin fell
12.23% over the past month (BTC 1M Return), failing to defend the 65,700 USD level. This suggests that rising
real rates (US10Y 3M Return +6.33%) are undermining the price floor of leveraged assets, despite regulatory
tailwinds like the BlackRock ETF launch. Furthermore, Bitcoin's loss of defensive properties as 'digital gold' is
quantified by the BTC-GOLD correlation (R2=0.0209) and lack of linkage with Nasdaq (BTC-NDX R2=0.0038). A
drawdown of 33.41% from the peak clearly demonstrates that the mandatory allocation logic failed to offset
liquidity pressures. Therefore, under a prolonged high-rate regime, Bitcoin will continue to function as a pure
liquidity-sensitive asset, making further corrections unavoidable.

Action: Underweight BTC and maintain short US10Y positions

Invalidation: If BTC price closes above 65,700 USD for three consecutive days and US10Y 3M Return reverses
by more than -2%

Macro Picture

Regime: transition
Key Themes: Delayed rate cuts and upward pressure on real rates, Institutional capital inflows via ETFs and launch
of premium income products, Regulatory clarity and approval of active multi-coin ETFs

Dominant Narrative: Market participants exhibit a dual sentiment: while the probability of a rate cut before 2027
has sharply declined to 33%, and Bitcoin is undergoing a short-term correction (at $65,700), expectations for a
'second-half rebound rally' are rising amid expanding institutional adoption, including BlackRock's launch of an
income ETF and the SEC's approval of an active multi-coin ETF. Notably, skepticism regarding long-term price
forecasts contrasts with Standard Chartered's maintained $100,000 target, with net inflows from institutional
capital perceived as the key force offsetting short-term volatility.

Reality: As of May 2026, CPI (333.979) and the 10Y-2Y Treasury spread (0.38) indicate that inflation remains
uncontained and rate cut expectations have receded, exerting liquidity pressure on risk assets like Bitcoin via rising
real rates. However, stable initial jobless claims (229,000) in early June and a robust industrial production index




(102.64) clarify that the current phase is one of 'prolonged high rates' rather than recession risk, implying Bitcoin
may be re-evaluated not merely as an inflation hedge but as a leveraged asset poised to benefit when liquidity
conditions ease.

Hypotheses

A (Market Right)

Why the market narrative holds: The current phase represents a 'structural shift' where qualitative leaps in
institutional adoption offset macro liquidity shortages. Regulatory clarity from BlackRock's launch of an income
ETF and the SEC's approval of active multi-coin products signifies more than mere liquidity provision; it
reclassifies Bitcoin as a 'productive, yield-generating asset.' Consequently, institutional inflows are transitioning
from passive waiting for rate cuts to mandatory allocation driven by regulatory risk mitigation, establishing the
$65,700 level as a robust support zone. Thus, while the prolonged high-rate environment may have weakened
Bitcoin's 'inflation hedge' function, it has simultaneously enhanced demand elasticity as a 'mandatory
institutional asset, forming a new equilibrium that defends the price floor.

Regulatory clarity (ETF approval) offsets liquidity shortages, driving mandatory institutional allocation

B (Market Wrong)

Reason why the macro reality is correct and the market has mispriced: 'Prolonged high interest rates' and 'rising
real interest rates' act as decisive factors suppressing Bitcoin's leveraged asset characteristics. The rebound
rally expected in the second half of the year relies on expectations of interest rate cuts (liquidity supply), but CPI
and Treasury spread data suggest inflation remains unchecked, delaying liquidity supply. Unlike in the past,
Bitcoin has lost its defensive strength as 'digital gold' (collapse of correlation with GOLD), and with no recession,
demand for safe-haven assets is also absent. Therefore, Bitcoin functions purely as a liquidity-sensitive asset,
making it unable to avoid further correction (breaking below $65,700) alongside a failed recovery of correlation
with the Nasdaq (NDX) in an environment of high real rates. Institutional inflows are insufficient to offset short-
term volatility, and price support at the lower end will weaken as long as the FOMC maintains its tightening
stance.

Rising real interest rates and delayed liquidity supply undermine the price floor of Bitcoin, a leveraged asset.

Key Question: Can net inflows of institutional capital following the launch of the BlackRock Income ETF offset liquidity
pressure from rising real interest rates and restore Bitcoin's relative performance (RSI) against the Nasdaq 100 (NDX) above
507

Tensions

Market participants anticipate a second-half rebound rally based on expanding institutional adoption, including

BlackRock's income ETF launch and regulatory clarity; however, May 2026 CPIl and Treasury spread data suggest

persistent inflation and rising real rates are delaying liquidity provision, creating opposing directional signals.
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Narrative: Anticipated rebound rally in the second half driven by expanded institutional ad

Reality: Liquidity pressure and prolonged high-interest rate environment due to persisten
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Market narratives are re-evaluating Bitcoin as an inflation hedge or digital gold, maintaining a $100,000 price target;
yet, stable jobless claims and robust industrial production indicate an absence of recession risk, implying Bitcoin
may function not as a safe-haven asset but as a liquidity-sensitive leveraged instrument.
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Narrative: Bitcoin recognized as an inflation hedge and safe-haven asset (digital gold)

Reality: Reduced demand for safe-haven assets amid absence of economic recession, necessi
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Optimism dominates regarding the short-term correction (at $65,700), yet skepticism over century-long price
forecasts contrasts with Standard Chartered's $100,000 target; while expectations persist that net institutional




inflows will offset short-term volatility, risks of heightened market volatility in line with actual FOMC guidance

remain concurrent.
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Narrative: Institutional capital inflows will offset short-term volatility and support the
Reality: Potential for heightened volatility and weakened price floor support due to dela
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