Bitcoin Above $83,000 Would Be More Than

Debasement
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The debasement narrative is back, and has propelled Bitcoin to a three-month high.
The crypto rally isn’t just about a weaker dollar and fiscal concerns, however, and the key level
that could prove that is $83,000.
Bitcoin and gold moved immediately and sharply last week after the US Treasury announced
plans to buy back government bonds.
Bullion has risen more than 8% from Wednesday’s low, while the largest cryptocurrency has
gained as much as 26.7%.

Some of that difference is simply beta.
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Bitcoin has been roughly a 50-vol asset over the past five years versus about 20 for gold.
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It can also act as a faster expression of the debasement trade. When those concerns faded
earlier this year, gold peaked and the dollar bottomed in January, while Bitcoin had already
reached its high back in October.

Even allowing for that volatility difference, though, the latest crypto move looks unusually large.
That suggests idiosyncratic factors are increasingly at work, particularly now that US yields and
the dollar have begun to consolidate.

Two things could propel a continuation of the rally.

On the one hand, it's about supply.

Bitcoin entered the rally with supply still heavily concentrated in long-term hands, and while
that’s a sign of inactivity as well as of conviction, it's needed for a bullish setup.

At the same time, short-term supply is limited, and there is scant evidence of sustained

distribution by long-term holders, according to Glassnode data.



https://glassnode.com/%40products/studio/market-compass/dashboard_embed.html

Short- vs Long-Term Holder Supply Ratio

Short-term-ho ply divided by long-term-holder supply; rising = fresh/speculative inflow, falling = coins maturing into strong hands.

Bars are the 3 ange. Full history.
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Short-Term Holder Supply in Profit
5 of short-term-holder supply in profit, 7-day average, against its own 2-year 1o band; a break down puts the marginal buyer
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The second factor is renewed optimism over US crypto regulation.

It was fortuitous for bulls that President Trump met industry executives just as markets were
digesting the Treasury announcement, and urged Congress to advance the Clarity Act.
Regulatory guardrails are needed for large institutions to move from the sidelines and join the

crypto wagon.
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Bitwise Senior Investment Strategist Juan Leon, for example, said last month that institutional
clients are waiting for greater regulatory clarity before committing.
There is also potential pent-up demand from outside of crypto-native funds.
Calamos Investments says regulatory clarity is a prerequisite for sophisticated investors to
consider Bitcoin broadly investible, and its portfolio research shows traditional allocations to
stocks, bonds or gold could be partly redirected toward Bitcoin exposure.
On Tuesday, Bitcoin rose to a high of $81,257, and it has only modestly pared that gain.
Gold, however, reversed its Asia-session advance while the dollar erased losses.
One session is hardly enough evidence, but the divergence raises the possibility that Bitcoin’s
rally is already more than a debasement trade.
A daily close above the May high at $82,807 - particularly without a comparable move in other
debasement trades - would strengthen the case that other forces are at work:

e a short squeeze against constrained supply,

e positioning for potential regulatory progress, and

e momentum buying from investors who had been waiting for the four-year cycle to play

out.


https://www.calamos.com/globalassets/media/pdfs/protected-bitcoin-improving-portfolios-utilizing-a-stable-risk-framework.pdf
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Bitcoin may still be the first port of call for investors expressing debasement concerns, because
of its higher volatility.
But a break above $83,000 would suggest political and fiscal worries are only part of the

explanation for the rally.
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