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2026-07-03 - Conviction - HIGH

Verdict

Winning Hypothesis: Why the macro reality is correct and Bitcoin is mispriced: Bitcoin's current price underestimates
the 'liquidity shortage' caused by the Fed's hawkish stance and high real interest rates. As of May 2026, extreme
contraction in consumer sentiment (44.8) and stagflation concerns suggest a high probability of recession; however,
robust industrial production provides the Fed with justification to delay rate cuts. This prolongs liquidity supply to risk
assets, undermining Bitcoin's 'safe-haven' narrative. Additionally, news of tax imposition in key countries like Vietnam
damages the regulatory risk resolution narrative. Support at the $61,000 level is merely a 'false support' formed without
liquidity inflow; further downside is inevitable if rising real rates coincide with regulatory headwinds.

Market participants anticipate that, based on institutional structural inflows via ETFs and regulatory
clarity, Bitcoin will secure strong support at the $61,000 level and lead a breakout above $70,000
despite the Fed's hawkish stance. Specifically, the dominant narrative is that Bitcoin has established
an independent upward momentum as 'digital gold' even in a high-interest-rate environment.

However, current quantitative data strongly suggests that the market's optimistic narrative fails to adequately
reflect macroeconomic reality and fundamentals. Crucially, the 10Y-2Y Treasury spread (T10Y2Y) remains at
0.35%, far below the 1.5% threshold for the Fed's immediate shift to quantitative easing (QE); thus, a rebound
scenario premised on a 'surge in liquidity' is invalid. Furthermore, with BTC's 6-month return at -7.59% and 3-
month return at -21.29%, experiencing a correction more than twice as severe as gold (-10.03%), this indicates
the 'digital gold' narrative has been neutralized in a high-rate environment. High real rates (US10Y Yield 4.37%)
and extreme contraction in consumer sentiment (UMCSENT 44.8) simultaneously amplify concerns over
liquidity shortages in risk assets and stagflation, implying the current price is 'overvalued' as it fails to
adequately reflect liquidity constraints and regulatory risks (e.g., Vietnam taxes).

Action: Underweight BTC and NDX (recommendation to reduce), Overweight GOLD (aggressive buy)
Invalidation: If the T10Y2Y Treasury spread rises above 1.5% for two consecutive weeks

Macro Picture

Regime: transition

Key Themes: Clash between soft-landing expectations and hawkish monetary policy, Price support driven by
regulatory normalization and institutional inflows (ETF), Robust industrial production amidst severely contracted
consumer sentiment

Dominant Narrative: Bitcoin is attempting a rebound with strong support established at the $61,000 level;
however, the Fed's hawkish rate-hold stance and a constrained 10Y-2Y Treasury spread at 0.35% prevent
complacency. While market participants view institutional tailwinds such as ETF inflows and regulatory clarity as
defenses against short-term declines, the mixed signals of tax imposition news from major economies like Vietnam
on July 1 and whale buying activity suggest that a Fed rate-cut signal from the FOMC is essential to break through
the $70,000 resistance.

Reality: As of May 2026, US Industrial Production (INDPRO) at 102.65 indicates robust growth, whereas the
Consumer Sentiment Index (UMCSENT) at 44.8 reflects extreme contraction, fueling 'stagflation concerns.' However,
the 10Y-2Y spread (0.35%) remains in positive territory, indicating that recession signals are not yet clear. Although
CPIl at 333.98 suggests a stabilization in inflation, the Fed's hawkish rate-hold stance maintains high real rates,




delaying liquidity expansion for Bitcoin. Consequently, the current phase is interpreted not as a full recovery as a
risk asset, but as a localized rebound driven by the resolution of regulatory risks.

Hypotheses

A (Market Right)

Why the market narrative is correct: Bitcoin is currently being revalued not due to 'liquidity expansion' but
because of 'institutional structural changes.' Despite the Fed's hawkish stance, structural inflows of institutional
capital via ETFs and regulatory clarity (mitigation of regulatory risks) are forming a new valuation model that
supports the price floor even in a high-interest-rate environment. The strong support at the $61,000 level is not
merely a technical rebound but a result of strengthened integration with the traditional financial system.
Consequently, a breakthrough above $70,000 could be achieved through the accumulation of institutional
demand, even without a prior signal of rate cuts from the FOMC.

Market participants are now pricing assets based on structural supply/demand shifts driven by 'regulatory normalization' and 'ETF
inflows, rather than the liquidity game predicated on 'rate cuts' as in the past. The positive 10Y-2Y spread indicates that recession
signals are not clear, weakening the Fed's rationale for aggressive rate cuts. However, Bitcoin is no longer a risk asset waiting for rate
cuts; its attributes as an inflation hedge and digital gold are strengthening, securing independent upward momentum even in a

prolonged high-interest-rate environment. Therefore, the current price reflects a rational level that has already priced in
institutional tailwinds over macroeconomic uncertainty.

B (Market Wrong)

Reason why the macro reality is correct and Bitcoin is mispriced: Bitcoin's current price underestimates the
'liquidity shortage' caused by the Fed's hawkish stance and high real interest rates. As of May 2026, extreme
contraction in consumer sentiment (44.8) and stagflation concerns are likely to lead to an economic recession;
however, the resilience of industrial production provides the Fed with justification to delay rate cuts. This
prolongs liquidity supply to risk assets, neutralizing Bitcoin's 'safe-haven' narrative. Additionally, news of tax
levies in major countries like Vietnam undermines the narrative of resolving regulatory risks. The current
support at the $61,000 level is merely a 'fake support' formed without liquidity supply; if rising real interest rates
coincide with regulatory headwinds, further declines are inevitable.

As noted in the prior assessment (2026-07-02), as long as the 10Y-2Y spread remains at 0.35%, the Fed has not reached the
quantitative easing (QE) transition threshold of 1.5%. This implies the 'surge in liquidity' scenario is invalid, and the essential
liquidity expansion required for Bitcoin to break through $70,000 is delayed. Contrary to the narrative that declining consumer
sentiment is not a recession signal, actual consumption contraction is a leading indicator capable of overturning the temporary
resilience of industrial production. Therefore, the current price represents an 'overvaluation' that fails to properly reflect the macro

reality of liquidity shortage and reignited regulatory risks, posing a significant risk of downward revaluation alongside rising real
interest rates.

Key Question: Before the Fed obtains justification to switch to quantitative easing (QE) via a rebound in the 10Y-2Y Treasury
spread above 1.5%, can institutional capital inflows through ETFs offset rising real interest rates and regulatory risks (e.g.,
Vietnam taxes) to drive a breakthrough above $70,000?

Tensions

Market participants anticipate a break above $70,000 based on institutional tailwinds like ETF inflows and
regulatory clarity; however, the Fed's hawkish rate-hold stance and elevated real rates are delaying the liquidity
expansion required for risk assets, thereby limiting upward momentum.
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Macroeconomic data showing robust industrial production despite extreme contraction in consumer sentiment and
stagflation fears fails to provide a clear recession signal. This creates a structural contradiction that prevents Bitcoin
from functioning as a safe-haven asset, keeping it classified as a volatile risk asset.

0.60
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Reality: Unclear recession signals as industrial production remains robust and the 10Y-2Y
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While the dominant narrative remains optimistic regarding global regulatory normalization and institutional
inflows, news of new tax impositions in major economies like Vietnam and the stagnation of ETF activity in South
Korea highlight the disconnect between the narrative of regulatory risk resolution and the actual policy

environment.
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