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Verdict

Winning Hypothesis: The market's risk-aversion narrative is exaggerated; Bitcoin is being re-evaluated as a store of
value in the role of 'digital gold' amid a macro environment where recession fears and stagflation coexist, accumulating
rebound momentum

The market perceives risk-off sentiment as dominant due to geopolitical tensions between the US and
Iran and the Federal Reserve's hawkish stance. Bitcoin has been reclassified as a high-risk asset, losing
its 'digital gold' attributes and moving in tandem with the equity market. This view is supported by ETF
outflows and weakening consumer sentiment.

However, the market narrative overlooks that the core premise of a collapsed Bitcoin-gold correlation is not
supported by the data. Evidence shows the BTC-GOLD correlation (R2) remains high at 0.812, indicating Bitcoin
retains its 'digital gold' attributes. The concurrent decline in gold (GOLD 3M Return -17.75%) and Bitcoin (BTC-
USD 3M Return -19.29%) suggests both assets reacted to liquidity constraints amid stagflation concerns.
Furthermore, with Initial Jobless Claims (ICSA 208,000) declining, indicating a robust labor market, the
contraction in UMCSENT at 44.8 is attributed to excessive panic rather than economic contraction. This
strongly supports the view that Bitcoin is in an 'oversold' zone, potentially warranting re-evaluation as a long-
term store of value. Consequently, Hypothesis A's claim of 'correlation collapse' is rejected due to the strong
counter-evidence of an R2 of 0.812, and the market's risk-off narrative is deemed exaggerated.

Action: Overweight BTC and Overweight GOLD

Invalidation: If the 30-day moving correlation (R2) between BTC-USD and GOLD falls below 0.5, undermining
the data-driven basis of the 'digital gold' narrative.

Macro Picture

Regime: risk_off
Key Themes: Geopolitical risks and risk-off sentiment, Hawkish Fed stance and liquidity constraints, Institutional
capital volatility management and slowing ETF net inflows

Dominant Narrative: Escalating geopolitical tensions between the U.S. and Iran have dampened investor
sentiment, driving a risk-off mood that pushed Bitcoin from the $65,000 level to approximately 93.6 million KRW
(around $67,000). Amidst the Federal Reserve's continued rate hold and hawkish rhetoric, capital outflow pressures
have intensified, with net asset values declining by 39% despite $15 billion in net inflows into major institutional
ETFs such as BlackRock.

Reality: As of May 2026, the University of Michigan Consumer Sentiment Index (UMCSENT) stands at 44.8, indicating
extreme contraction. The 10-year minus 2-year Treasury yield spread (T10Y2Y) has converged to 0.41%, creating an
uncertain environment marked by recession fears and rate cut expectations. As of July 11, initial jobless claims
(ICSA) totaled 208,000, reflecting a resilient labor market; however, June CPI at 332.568 suggests price stability
remains incomplete. Consequently, the Fed's cautious approach to liquidity provision continues to constrain
Bitcoin's upward momentum.




Hypotheses

A (Market Right)

The market's risk-off narrative is valid; Bitcoin has been reclassified as a high-risk asset having fully lost its
'digital gold' attributes, justifying the downtrend

With liquidity constrained by the combination of geopolitical risks (US-Iran) and the Fed's hawkish bias, Bitcoin's correlation with
gold (GOLD) has collapsed (R2 <0.2), unlike in the past. This indicates Bitcoin has lost its safe-haven function and is exhibiting a
classic risk-off pattern, moving in tandem with equity markets (SPX, NDX) and declining. Furthermore, extremely weak consumer
sentiment (UMCSENT at 44.8) amplifies recession fears, allowing macroeconomic uncertainty to exert greater influence on price
formation than temporary capital flows such as the $15 billion ETF inflow. Therefore, the current decline from the $65,000 level
represents an accurate market pricing of structural weakness.

B (Market Wrong)

The market's risk-asset aversion narrative is exaggerated. Bitcoin is being re-evaluated as a store of value in a
macro environment where recession fears and stagflation coexist, accumulating rebound momentum as 'digital
gold'.

The narrative focuses on geopolitical risks and short-term capital outflows, but the actual macro reality reflects a stagflationary
environment characterized by a 'robust labor market + price instability, as indicated by the narrowing T10Y2Y inversion spread
(0.41%) and a decline in initial jobless claims (208,000). In such an environment, even traditional safe havens like gold may decline;
however, Bitcoin has the potential to be re-evaluated as a long-term store of value due to supply constraints (Halving cycle) and its
scarcity as a digital asset. In particular, the cumulative $15 billion inflow from institutions like BlackRock suggests the current dip is
a short-term correction rather than a structural collapse. Furthermore, the contraction in UMCSENT at 44.8 could stimulate demand
for Bitcoin as a hedge against currency depreciation. Therefore, the current price level represents an oversold zone driven by
excessive panic over recession fears.

Key Question: It must be determined whether the UMCSENT index rebounds above 55.0 within the next two weeks and the
BTC-GOLD correlation (R2) recovers to 0.4 or higher, or whether the T10Y2Y inversion spread widens and Bitcoin continues to
decline while maintaining a higher correlation with the equity market.

Tensions

While the market narrative attributes the risk-off sentiment to geopolitical risks and a hawkish stance, actual data
reveals a persistent liquidity constraint driven by a resilient labor market and price instability, creating an uncertain
environment that limits upward momentum.
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Narrative: Risk-off sentiment and capital outflow pressure driven by escalating US-Iran ten

Reality: Cautious approach to liquidity provision and expectations of rate cuts supported
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The narrative expresses concern over capital outflows due to slowing ETF net inflows and declining net asset values
among institutions like BlackRock; however, data suggests that despite cumulative inflows of $15 billion, the
current adjustment is temporary and driven by market volatility management rather than structural collapse.
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Narrative: Institutional capital outflows and prolonged bear market concerns due to slowing
Reality: Sustained long-term capital inflow trend evidenced by $15 billion in net inflows
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Market sentiment classifies Bitcoin as a risk asset, driving the downturn; yet, macro indicators such as extreme
contraction in consumer sentiment and the convergence of the Treasury yield spread suggest latent demand for

safe-haven assets (digital gold) amid recession fears.
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Narrative: Bitcoin declining in tandem with the equity market amid geopolitical shocks and
Reality: Coexistence of recession fears and safe-haven preference driven by extremely con
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