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Key Takeaways
. Tentative debt ceiling deal reached, congressional approval next step

. Specifics on digital assets appear to have been removed from the bill

. A 25bp Fed hike & declining liquidity may further strain regional banks
Macro & On-chain Commentar
During the extended holiday weekend, President Biden and House Speaker Kevin
McCarthy reached a potential agreement on the debt ceiling. With neither side
seemingly happy with the deal, a long renegotiation process on the specifics is now in
the works. The preliminary agreement involves increasing the ceiling for the next two
years, imposing a cap on non-defense spending during this period, reclaiming some
unutilized COVID funds, reducing IRS expenses, and resuming student loan payments
slightly earlier. Notably, although President Biden discussed digital assets extensively
during initial negotiations, the proposed deal does not mention the 30% excise tax on
Bitcoin miners or changes to the "wash-trading" rule. If the deal passes, the US
Treasury will then be able to refill the coffers to the targeted $500 billion level, which
may continue to remove liquidity from the system and act as an additional headwind
for risk assets.

While most markets were closed over the weekend, the 24/7 digital asset markets
remained open and moved up sharply when the deal was announced. Bitcoin and
Ethereum closed the day with gains of +4.5% and +4.3% respectively, marking their
largest single-day increases since early May. Long-term implications of a mounting
debt burden and an increasing debt-to-GDP ratio will likely lead to prolonged periods
of high inflation and a shift towards hard assets. However, the near-term liquidity
reduction is likely yet to be felt by the digital asset ecosystem. To counter bearish
headwinds for digital assets, further liquidity strains on regional banks may also bring
additional banking failures. With the Fed set to raise rates another 25bp in two weeks,
deposit outflows into money market accounts are unlikely to cease anytime soon. Any
additional stressors within the banking sector may further solidify Bitcoin's position as
a safe haven asset for those seeking alternatives.
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Chart 1: Real-time Inflation Estimates Below 3% as Core PCE Remains Sticky
Recent economic data and Fedspeak has raised the odds for another 25bp hike

® CPI Core PCE Truflation @ Fed Funds Rate Rate Probabilities

12%

10%
8% //\//\\._\
6% S
4%

2%
Source: FRED, Truflation.com, CME

0%
Jan 22 Jul 22 Jan 23 Jul 23 Jan 24 Jul 24

Chart 2: Bitcoin Dominance Holds at Multi-Month Highs as US Regulations Ramp Up
Ratio of Bitcoin’s market cap relative to the cumulative market cap of all digital assets
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Chart 3: Bitcoin’s 20-Week Moving Average Has Largely Dictated the Macro Trend Since Inception

Historically, Bitcoin’s price relative to the 20-week moving (20WMA) average has provided a strong litmus test for long term trends. Price has also mean reverted to this level
during most multi-month bullish or bearish trends. Price relative to this key moving average can also be used as an oscillator to assess overbought and oversold conditions.
Currently, price is just above the 20WMA after overshooting the moving average in March and holds below the average 20WMA multiple since inception. A price 2x the 20WMA
has historically marked extremely overbought conditions while a multiple value of 0.75 has marked oversold conditions.

20-WMA Multiple (20M) = 20-WMA Parity = Bitcoin Price -+ 20-WMA = 20M Average
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Digital Assets
Bitcoin
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Solana
Polygon
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News Review

eijing Releases Web3 White Paper, Highlights

Challenges In Talent, Rules

D

eutsche Digital Assets Launches Physicall
Multi-Asset Crypto ETP on German Exchange

Backe

Strike Expands Bitcoin Payments To 65 Countries,

Moves Global Headquarters To El Salvador

Solana Blockchain Integrates ChatGPT Plugin,

Launches Ai Accelerator

TRM Labs: Crypto Hacks Down 70% In Q1 2023
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Past performance is not indicative of future results. Investments may be
speculative, illiquid and there is a risk of total loss. There is no guarantee that
any specific outcome will be achieved. There is no guarantee that any specific
outcome will be achieved. This is not an offer to buy or sell securities. We do not
offer legal, tax or financial advice. Information is purported to be as of the time
period provided therein. Charts/graphs are for illustrative purposes only.

Cautionary Statement Concerning Forward-Looking Statements:

This document contains forward-looking statements. In addition, from time to time,
we or our representatives may make forward-looking statements orally or in writing.
We base these forward-looking statements on our expectations and projections
about future events, which we derive from the information currently available to us.
Such forward-looking statements relate to future events or our future performance,
including: our financial performance and projections; our growth in revenue and
earnings; and our business prospects and opportunities. You can identify
forward-looking statements by those that are not historical in nature, particularly
those that use terminology such as “may,” “should,” “expects,” “anticipates,”
“contemplates,” “estimates,” “believes,” “plans,” “projected,” “predicts,” “potential,” or
“hopes” or the negative of these or similar terms. In evaluating these forward-looking
statements, you should consider various factors, including: our ability to change the
direction of the Company; our ability to keep pace with new technology and changing
market needs; and the competitive environment of our business. These and other
factors may cause our actual results to differ materially from any forward-looking
statement. Forward-looking statements are only predictions. The forward-looking
events discussed in this document and other statements made from time to time by
us or our representatives, may not occur, and actual events and results may differ
materially and are subject to risks, uncertainties and assumptions about us. We are
not obligated to publicly update or revise any forward-looking statement, whether as
a result of uncertainties and assumptions, the forward-looking events discussed in
this document and other statements made from time to time by us or our
representatives might not occur.
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