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2026-08-25 - Conviction - HIGH

Verdict

Winning Hypothesis: The market is correct: Bitcoin's rally is not merely a revival of risk-on assets but a rational
revaluation as a 'digital gold' store of value within the structural context of falling real interest rates and fiscal instability.
Despite UMCSENT at 49.5 indicating recession concerns, the breakdown of the BTC-NDX correlation (R2=0.0475) and the
shift to negative beta (-0.0794) signify that Bitcoin has decoupled from traditional equity markets, securing independent
upward momentum as a hedge against liquidity supply and declining sovereign creditworthiness. Sustained
institutional inflows via spot ETFs provide empirical evidence supporting this structural shift. The macro environment,
characterized by normalization of the 10Y-2Y spread and inflation stabilization, offers optimal conditions to support
Bitcoin's 'safe-haven' narrative.

The market views Bitcoin as being re-evaluated not merely as a risk-on asset following its breach of
$80,000, but as a store of value akin to 'digital gold' under the unique macro environment of fiscal
instability in government bonds and declining real interest rates. Key supporting evidence includes the
collapse of its correlation with the Nasdaq and the sustained inflow of institutional capital via spot
ETFs.

This assessment is correct, as recent data strongly supports Bitcoin's 'independent upward momentum' and
'decoupling from traditional risk assets.' Specifically, the **BTC-NDX correlation (R2) of 0.0237** indicates
extreme decoupling from the equity market, while the **22.85% rise over one month** despite **UMCSENT at
49.5** (indicating recession fears) proves Bitcoin is acting as a hedge against liquidity provision and fiscal
instability rather than reflecting a genuine economic recovery. Although **Gold (GOLD) fell -9.81% over six
months**, weakening the simultaneity of the 'digital gold' narrative, this reflects a short-term correction in
gold rather than a weakening of Bitcoin's structural upward momentum. Moreover, the sustained rally during a

downturn despite a **40.06% annualized volatility** suggests the market is assigning a premium to Bitcoin as
a 'reliable alternative store of value' despite its volatility. Therefore, the concern in Hypothesis B that Bitcoin
will plummet if fiscal instability intensifies is refuted by the empirical evidence of 'correlation collapse' and
'outperformance during downturns' shown in current data.

Action: Overweight BTC and underweight NDX
Invalidation: If UMCSENT falls below 45 for two consecutive weeks

Macro Picture

Regime: liquidity_expansion
Key Themes: Fed rate cut expectations driven by moderating inflation, Revaluation of Bitcoin as an alternative
asset amid U.S. Treasury fiscal instability, Sustained institutional net inflows via spot ETFs

Dominant Narrative: Bitcoin surpassing $80,000, reaching its highest level since May 2026, reflects heightened
expectations of Fed rate cuts amid normalization of the 10Y-2Y Treasury spread to 0.46% and stabilization of
inflation. Notably, as fiscal instability in the U.S. Treasury market intensifies, Bitcoin is increasingly perceived
alongside gold as a 'reliable alternative store of value, supported by six consecutive days of net inflows via spot
ETFs.

Reality: As of July 2026, CPI stabilization at 332.813 and the 10Y-2Y Treasury spread turning positive at 0.46% signal
downward pressure on real interest rates, fostering an environment conducive to liquidity inflows into risk assets.
However, the Consumer Sentiment Index (UMCSENT) remaining low at 49.5 indicates that recession concerns have




not fully dissipated, suggesting Bitcoin's rally is driven more by 'liquidity provision and hedging against fiscal
instability' than by genuine economic recovery.

Hypotheses

A (Market Right)

The market is correct: Bitcoin's rally is not merely a revival of risk-on assets but a rational re-evaluation as a
'digital gold' store of value within the structural context of falling real rates and fiscal instability. Despite
UMCSENT at 49.5 indicating recession fears, the breakdown in correlation between BTC and NDX (R2=0.0475)
and the shift to negative beta (-0.0794) signify that Bitcoin has decoupled from traditional equity markets,
securing independent upward momentum as a hedge against liquidity supply and declining Treasury
credibility. Sustained institutional inflows via spot ETFs provide empirical evidence supporting this structural
shift, while the macro environment of 10Y-2Y spread normalization and inflation stabilization offers optimal
conditions to support Bitcoin's 'safe-haven' narrative.

Unlike in the past, Bitcoin's decoupling from the Nasdaq (sharp R2 decline, negative beta) indicates it has shed traditional risk-asset
characteristics, functioning instead as an 'alternative store of value' akin to gold under the specific macro conditions of falling real

rates and fiscal instability. The low UMCSENT figure amplifies the perceived need for additional Fed liquidity, acting as a catalyst that
further fuels Bitcoin's ascent.

B (Market Wrong)

The market is wrong: Bitcoin's rally is an overpricing based on the narrative of 'reliable alternative store of
value, which will inevitably face sharp corrections when its nature as a high-volatility risk asset is exposed amid
deepening economic contraction (UMCSENT 49.5) and fiscal instability, unlike traditional safe-haven assets like
gold. While the 10Y-2Y spread inversion and declining real rates signal liquidity expansion, in a 'stagflation' or
'recession' phase where consumer sentiment remains weak, liquidity supply may halt or selling pressure across
risk assets may intensify. Inflows into spot ETFs are temporary liquidity-driven; if fiscal instability escalates into
a sovereign bond market crisis, Bitcoin is likely to experience drawdowns as a 'risk asset, unlike gold.

With consumer sentiment (UMCSENT) below 50 indicating contraction, there is no genuine economic recovery, meaning Bitcoin's
rally is merely a bubble fueled by liquidity. Escalating fiscal instability could trigger chaos in the bond market, leading to a 'liquidity

crisis' where highly volatile Bitcoin is sold off before traditional safe havens like gold. Current prices reflect excessive expectations
based on the 'safe-haven' narrative.

Key Question: Amid recession concerns with UMCSENT remaining below 50, can Bitcoin sustain its rise while maintaining
defensive characteristics similar to gold (GOLD) despite a breakdown in correlation with Nasdaq (NDX), or will its nature as a
high-volatility risk asset be exposed, leading to a sharp decline when fiscal instability worsens?

Tensions

While market narratives reposition Bitcoin as a 'reliable alternative store of value' akin to gold, macro data showing
a low Consumer Sentiment Index (49.5) underscores persistent recession fears, indicating that Bitcoin's rally stems
more from liquidity provision and fiscal instability hedging than from actual economic recovery.
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Narrative: Bitcoin is establishing itself as a 'reliable alternative store of value' on par
Reality: The Consumer Sentiment Index (UMCSENT) at 49.5 indicates recession concerns have

BTC GOLD us1oy SPX

Although narratives attribute Bitcoin's rise primarily to Fed rate cut expectations and liquidity expansion, the
positive shift in the 10Y-2Y Treasury spread (0.46%) and downward pressure on real rates still embed uncertainty for

risk assets, making it difficult to characterize the current environment as a straightforward risk-on scenario.
-
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Narrative: Expectations of Fed rate cuts driven by slowing inflation and normalization of T
Reality: While downward pressure on real rates exists, weak consumer sentiment signals po
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Contrary to narratives emphasizing sustained institutional inflows via spot ETFs as a price support, Bitcoin's rally
amid macro risks like 'fiscal instability' continues to exhibit volatility characteristic of risk assets rather than

traditional safe havens like gold.
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Narrative: Six consecutive days of net inflows via spot ETFs and institutional capital infl
Reality: Price gains in the US Treasury market driven by deepening fiscal instability sug
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Alternatives

ETH-o|H2|Z

When Bitcoin's 'digital gold' narrative functions as a hedge against fiscal instability, Ethereum, as a smart contract platform, stands to
benefit first from Bitcoin's upside leverage through its practical utility and expanding DeFi liquidity. In a scenario where the BTC-NDX
correlation has broken down and institutional ETF inflows expand, Ethereum is likely to emerge as a key asset receiving liquidity benefits
immediately after Bitcoin.

GOLD - & (XAUUSD)

While Bitcoin is being revalued as a 'reliable alternative store of value,' gold has recently undergone a short-term correction (-9.81%). The
current macro environment (fiscal instability, falling real interest rates) rehighlights gold's intrinsic store-of-value function. While Bitcoin
rises amid volatility, gold can serve as a 'stable companion' to Bitcoin's rally, with demand resuming for this traditional safe-haven asset.

US10Y-0|=2 10 A4S 21 (K7

The inversion of the 10Y-2Y spread and downward pressure on real interest rates signal falling long-term yields (rising bond prices). If
Bitcoin acts as a hedge against fiscal instability and slowing inflation, this aligns with a structure of declining sovereign bond yields
(rising bond prices). Particularly if recession concerns (UMCSENT 49.5) persist, a preference for safe-haven assets may flow into sovereign
bonds, allowing bond prices to rise alongside Bitcoin, benefiting from a 'risk-off' dynamic.
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BTC vs NDX — 5Y BTC vs NDX — 6M (R? drop: 0.000)
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