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Verdict

Winning Hypothesis: The market is wrong: Bitcoin prices are excessively biased toward the 'regulatory normalization’
narrative, failing to adequately reflect macro realities including the absence of a liquidity surge and extreme contraction
in consumer sentiment. Even if the 10Y-2Y Treasury spread remains in positive territory, a level of 0.3% indicates the Fed
has not yet reached the threshold (above 1.5%) for an immediate shift to quantitative easing (QE) or rate cuts, implying
unfavorable liquidity conditions for forming a 'risk-on' momentum. Therefore, if the bottoming-out scenario from late
July to October fails and the contraction in consumer sentiment transmits to the real economy, the probability of
further downside (downward repricing) is high.

Market participants believe in the 'regulatory normalization' scenario, expecting a bottoming phase
from late July to October followed by a rebound thereafter, based on SEC Chair Paul Atkins' 'Project
Crypto' announcement and accumulation by on-chain long-term holders. Specifically, Ethereum ETF
inflows and Solana's governance strengthening are judged to act as risk-on factors offsetting Bitcoin's
short-term decline.

However, current quantitative data strongly suggests that the market's optimistic narrative fails to adequately
reflect macro realities and fundamentals. Crucially, the **10Y-2Y Treasury spread (T10Y2Y) remains at 0.31%**,
far below the 1.5% threshold for an immediate Fed pivot to quantitative easing (QE); thus, a rebound scenario
predicated on a 'surge in liquidity' is invalid. Furthermore, **BTC's 3-month return of -21.67%** and a
**36.82% decline from its all-time high** indicate a fundamental downgrading rather than a mere correction,
while **UMCSENT (Consumer Sentiment) at 44.8** reflects extreme contraction, intensifying selling pressure
on risk assets. Since the invalidation condition set in the previous assessment ('T10Y2Y rebounding above
1.5% for two consecutive weeks') has not occurred, further decline driven by liquidity shortages and
sentiment contraction (Hypothesis B) is deemed more probable.

Action: Aggressively reduce BTC and ETH exposure (or switch to short positions), reduce NDX exposure,
increase GOLD exposure (defensive hedge), and maintain or increase US10Y and DXY exposure.

Invalidation: If TL0Y2Y (10-year minus 2-year Treasury spread) rebounds above 1.5% for two consecutive
weeks.

View Change: The key invalidation condition set in the previous verdict (A), namely 'the 10Y-2Y Treasury spread (T10Y2Y) rebounds
above 1.5% for two consecutive weeks,' has not materialized (currently at 0.31%). Instead, additional negative data points have
emerged, including BTC's 3-month return (-21.67%), the decline from its all-time high (-36.82%), and the consumer sentiment
index (44.8), which refute the logic of Hypothesis A (bottoming out) and serve as strong evidence supporting Hypothesis B (further
downside).

Macro Picture

Regime: transition

Key Themes: Attempts to restore institutional confidence through regulatory clarity (SEC Project Crypto),
Ambiguous liquidity environment amid expectations of slowing inflation and the Fed's rate hold, Divergent flows
between ETF outflows and accumulation by on-chain long-term holders

Dominant Narrative: Market participants are betting on a 'regulatory normalization' scenario, expecting a
bottoming and rebound from late July through October, based on SEC Chair Paul Atkins' 'Project Crypto'
announcement and accumulation by on-chain long-term holders following the June decline. In particular, inflows
into the Ethereum ETF and strengthened on-chain governance for Solana are acting as risk-on factors offsetting
Bitcoin's short-term downturn.




Reality: As of May 2026, consumer sentiment (UMCSENT 44.8) remains extremely contracted; however, the 10Y-2Y
Treasury spread (0.31%) staying in positive territory has alleviated fears of recession. Nevertheless, despite stable
initial jobless claims (215,000) as of late June, the Fed's rate-hold stance combined with expectations of slowing
inflation suggests a phase of 'gradual stabilization' rather than a liquidity surge. Consequently, Bitcoin is expected
to experience reduced volatility and sideways movement rather than a sharp rally.

Hypotheses

A (Market Right)

The market is correct: Bitcoin's price has already priced in structural shifts driven by 'regulatory normalization'
and 'long-term holder accumulation,’ making the sideways phase from late July to October not a sign of
liquidity shortage but an essential bottoming process to prepare for a supply shock. The Fed's gradual
stabilization stance serves as a foundation to restore confidence in Bitcoin as a long-term store of value by
preventing a sharp resurgence in inflation, while the SEC Chair's 'Project Crypto' announcement acts not merely
as a narrative but as a catalyst triggering actual liquidity inflows (via ETFs), making a post-October rebound
inevitable.

Market participants' narratives are not mere optimism but rational expectations grounded in on-chain data (long-term holder
accumulation) and tangible improvements in the regulatory environment (SEC Project Crypto, Ethereum ETF inflows). The macro
reality of 'gradual stabilization' should not be interpreted as a factor suppressing Bitcoin's rapid rise, but rather as a 'healthy
correction' that allows for the unwinding of overheated leverage and the restructuring of supply-demand dynamics in a prolonged

high-rate environment. Therefore, current prices do not reflect undervaluation due to liquidity shortages but represent a fair
valuation being re-established under the new regulatory framework.

B (Market Wrong)

The market is wrong: Bitcoin prices are excessively biased toward the 'regulatory normalization' narrative,
failing to adequately reflect macro realities such as the 'absence of a liquidity surge' and 'extreme contraction in
consumer sentiment.' Even if the 10Y-2Y Treasury spread remains in positive territory, a level of 0.3% indicates
that the threshold for the Fed to pivot immediately to quantitative easing (QE) or rate cuts (above 1.5%) has not
been reached; thus, liquidity conditions remain poor for forming a 'risk-on' momentum. Consequently, if the
bottoming-out scenario from late July to October fails and the contraction in consumer sentiment transmits to
the real economy, the probability of further downside (downward repricing) is high.

The market narrative focuses solely on the resolution of regulatory risks, overlooking macro liquidity constraints (rate freeze, mixed
expectations of inflation slowdown). The extreme contraction in consumer sentiment (UMCSENT 44.8) signals consumption
weakness and economic slowdown, which could lead to selling pressure on risk assets like Bitcoin. Furthermore, fundamental
negatives such as ETF outflows ($4.5 billion) and a 11% decline in Q2 are too large to be offset by the 'long-term holder
accumulation' narrative, while the Fed's gradual stabilization stance does not guarantee sufficient liquidity supply to support a
sharp Bitcoin rebound.

Key Question: Can the 10Y-2Y Treasury spread rebound above 1.5% for two consecutive weeks to breach the threshold for the
Fed's immediate pivot to quantitative easing (QE), or will it remain at the 0.3% level, prolonging the 'gradual stabilization'
phase and limiting liquidity supply?

Tensions

While market participants are forming a narrative of a bottom and rebound by October based on SEC regulatory

clarity and on-chain accumulation, macro data indicates a 'gradual stabilization' phase lacking a liquidity surge,

with mixed expectations of slowing inflation, pointing toward sideways movement rather than a sharp rally.
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Narrative: Normalization of regulations (SEC Project Crypto) and accumulation by long-term
Reality: A mix of the Fed's rate-hold stance and expectations of moderating inflation sug
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Despite short-term headwinds including ETF outflows and a 11% decline in Q2, Wall Street is advancing a 'bottom
by end-October' thesis, attempting to offset price declines with expectations of resolving regulatory risks.
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Narrative: Risk-on dynamics driven by on-chain accumulation by long-term holders and inflow




Reality: Fundamental headwinds including $4.5 billion in ETF outflows, a 11% decline in Q
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Although consumer sentiment remains extremely contracted, the Treasury spread staying in positive territory has
eased recession fears; however, this is fostering sideways movement under uncertainty rather than generating the

'risk-on' momentum needed to drive a sharp Bitcoin rally.
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Narrative: Revaluation of Bitcoin as both a safe-haven and risk-on asset amid easing recess
Reality: Absence of a liquidity surge due to ambiguity between extreme contraction in con
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