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Figure: Performances by Asset Classes 
2019 and 2020 YTD; Sorted by best to worst;

2020: Bitcoin shows great resilience amid the financial turmoil
We noted in our 2020 outlook that the escalation of geopolitical risk, halvening and election year are the 3 major positive 

developments for Bitcoin in 2020. These 3 developments supported Bitcoin’s solid run at the start of the year.

• Although it fell along with other asset classes since COVID-19 spread globally, Bitcoin remains one of the best 

performing assets and is outperforming almost all equity market indices on a relative basis.

Source: Fundstrat, Bloomberg
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Figure: Bitcoin price performance YTD
2020

2020: After a solid start, Bitcoin fell along with global markets…

Source: Fundstrat, Bloomberg, CoinMarketCap 
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Figure: Bitcoin 2015-2022
Bloomberg data

Halvening: 2015-2017 → 2020-2022?

Source: Fundstrat, Bloomberg, CoinMarketCap 
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PLAYBOOK: 5 Rules of Bitcoin (first 5 of 10)

Source: Fundstrat, Bloomberg, Factset 

HODL

Focus

**Returns based upon last 20 years, excluding 2000, 

2001, 2002 and 2008—all full-blown bear markets.
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Executive Summary

Rule #1: USA is future - All about USA next 3-5 yrs

Rule #2: Consensus mostly right, thus Bitcoin Misery Index

Rule #3: Buy Bitcoin when > 200-day Mavg

Rule #4: Bitcoin a RISK-ON asset

Rule #5: Rule of The 10-Best Days

Source: Fundstrat, Bloomberg
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Figure: Aggregate wealth by country
Credit Suisse Global Wealth Report.  2018

GLOBAL WEALTH: US + China + Japan > 60% of Global HH Wealth
To appreciate why the US de-coupling is a big deal, take a look at the aggregate wealth (per Credit Suisse Global Wealth 

Report) and see how the aggregate wealth of US, China and Japan dwarf all other countries.

• Roughly 60% of Global Wealth is controlled by the US, China and Japan today

Source: Fundstrat, Bloomberg, Credit Suisse.
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Figure: Garrick Hileman’s Bitcoin Market Potential Index (BMPI)
Sorted by High (greatest potential to Low (least potential)

Garrick Hileman, professor at LSE, developed the BMPI in 2015 highlighting countries best potential for Bitcoin adoption.

• The US is #5 overall, but the only major country in the top 10.

Source: Fundstrat, Garrick Hileman (link: https://fc15.ifca.ai/preproceedings/bitcoin/paper_14.pdf)
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Figure: Wealth share by generations

Since 1989

WEALTH TRANSFER: Millennials set to inherit $68 trillion in next 20 years
A study by Coldwell Banker (Coldwell Banker report here) shows Millennials are expected to inherit $68T over the next 20 years.

• The latest Federal Reserve Survey of Consumer Finances shows that Boomers and Silent Generation control 

about 77% of the wealth.  The Silent Generation controls $22 trillion today and is an average age of 78.5 (oldest 

is 88.5)

Source: Fundstrat, Federal Reserve DFA
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http://blog.coldwellbankerluxury.com/a-look-at-wealth-millennial-millionaires/
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Executive Summary

Rule #1: USA is future - All about USA next 3-5 yrs

Rule #2: Consensus mostly right, thus Bitcoin Misery Index

Rule #3: Buy Bitcoin when > 200-day Mavg

Rule #4: Bitcoin a RISK-ON asset

Rule #5: Rule of The 10-Best Days

Source: Fundstrat, Bloomberg
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Figure: The Bitcoin Misery Index (historical range is 0 to 100).  100=happy.  0=miserable
Since 2011. The formula = (z-score of win-ratio + z-score of upside/downside volatility)*7 + 50 (intercept)

SENTIMENT: BMI currently @ 43, slightly recovered from recent low at 13
The Bitcoin Misery Index, which measures the expected sentiment of a holder of bitcoin (50=Neutral). 

• The BMI slipped below 66 on 7/11/19. Although temporarily bottomed at 35 on 10/24/19 and recovered to 57 at 

mid February, the BMI tanked to 13 amid the COVID-19 outbreak. Since then, investor sentiment has improved 

as the BMI gradually climbs back to current level at 43.

Source: Fundstrat
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Figure: BMI and comparative Bitcoin returns when in an uptrend
Since November 2018

BMI RISING: history suggests 105% 6M forward return when BMI is at 
current level at 43
Once BMI begins an uptrend (ala now) a reading of 43 is not associated with the best scenario based on 6M returns for 

Bitcoin.

• Since 2011, when BMI is 43 (decile 4), the average 6M return for Bitcoin is 105%—while this is good, it is not as 

strong as waiting for the BMI to rise towards 50-53 (decile 6) or even more ideally, 57-61 (decile 8).
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Executive Summary

Rule #1: USA is future - All about USA next 3-5 yrs

Rule #2: Consensus mostly right, thus Bitcoin Misery Index

Rule #3: Buy Bitcoin when > 200-day Mavg

Rule #4: Bitcoin a RISK-ON asset

Rule #5: Rule of The 10-Best Days

Source: Fundstrat, Bloomberg
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BITCOIN >200D: Bitcoin could be back in a bull market soon…

Source: Fundstrat, Bloomberg 

Figure: Bitcoin 200D moving average and Bitcoin spot price
Data since 2010.  Chart is past 12 months

BTC spot price

# instances

(% time)

6M

forward return Win-ratio

Above 200D

Below 200D

1,765

(66%) +193% 80%

923

(34%) +10% 36%

above 200D = Bullish
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Bitcoin’s 200 day moving average (based on 200 calendar days, not 200 “equity trading days”) is $8,000.  The 200D 

moving average is important, because it reflects the long-term trend in prices and is also essentially where most holders 

acquired their security/bitcoin. When Bitcoin regains its 200D, the momentum will be viewed by investors as bullish.  

• Historically, Bitcoin acts much better when it is above its 200D moving average.  

Price:

$9,075

Nose dive:

September
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Figure: Bitcoin price and 200-day moving average
Since 2019

POSITIVE MILESTONE: positive trend when Bitcoin regains 200D…
When Bitcoin crosses above its 200-day moving average, it will be a big positive.

• Bitcoin is viewed as a commodity, and hence, investors are more constructive when Bitcoin is in a positive 

trend—this is measured by its price relative to the 200-day moving average.  Bitcoin is currently 3% below its 

200D.

Source: Fundstrat, Bloomberg 
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HALVENING: Equilibrium of supply-demand

2018 2019 2020

Slide  19

$12mm $14mm $16mmDemand
(assume equilibrium in 2019)

-$24mm $0mm +$9mmNet demand-supply
(assume equilibrium in 2019)

36mm 14mm 7mmSupply
(block reward)

Figure: Bitcoin price and 200-day moving average
2019

Recently, there has been a lot of skepticism regarding the boost to bitcoin from the halvening. 

• The negative arguments center around miners and their need to sell more Bitcoin if the value of the block 

reward is cut in half.  But we think this is conflating the larger supply-demand dynamic.

• A simple illustration below shows that if demand is constant (we assume higher due to Iran) and supply is cut 

in half, this creates a net demand imbalance – which should be resolved with a higher price to create 

equilibrium.

Source: Fundstrat, Bloomberg 

Dramatic rise in 

“net demand”
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Figure: Comparison of Bitcoin price performance around halvening event 
12 months prior to and 30 months following each halvening

HALVENING: History shows “net demand” → 128%-320% post-halvening
History shows the price gains are quite dramatic post the two preceding halvening events.

• Notice the significant change in the gains of Bitcoin price into the halvening and after the halvening. 

Source: Fundstrat, Bloomberg, blockchain.info 
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Figure: Comparison of Bitcoin price performance and hash rate change between the first and the second halvening event 
12 months prior to and 30 months following each halvening

HALVENING: “co-efficient” increases vs Hash-rate and active addresses
Below we show the Bitcoin’s price performance, hash power change and number of active addresses 12 months prior to 

and 30 months following the previous two halvening events.

• The hash rate and active addresses adjust but the key change, in our view, is the co-efficient assigned to 

activity—in other words, the increase in “net demand” is causing price to rise faster than underlying metrics. 

Source: Fundstrat, Bloomberg, blockchain.info 
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Executive Summary

Rule #1: USA is future - All about USA next 3-5 yrs

Rule #2: Consensus mostly right, thus Bitcoin Misery Index

Rule #3: Buy Bitcoin when > 200-day Mavg

Rule #4: Bitcoin a RISK-ON asset

Rule #5: Rule of The 10-Best Days

Source: Fundstrat, Bloomberg
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Annual Performance (%) Stock market trend is …

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 Down

Up / No 

Trend Strong

S&P 500 17 -0 13 30 11 -1 10 19 -6 29 -3 9 24

Stock M arket Trend Strong No Up Strong Up Down Up Strong Down Strong

Bitcoin 200 1,467 187 5,485 -58 34 124 1,369 -74 92 -20 430 1,787
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Figure: Comparative performance of Bitcoin and S&P 500
Since 2010

Bitcoin performs best when S&P 500 is performing strongly…
Bitcoin performs in synch with the S&P 500.  This is only 10 years of history, but it is notable.

• In years where the S&P 500 has the strongest gains, we see the best returns for Bitcoin.

• Does this mean Bitcoin is a risk-on asset? Maybe.  But we think the better explanation is Bitcoin works best 

when there is a clear macro trend.

Source: Fundstrat, Bloomberg, Factset 

Bitcoin shows the best 

returns when S&P 500 has 

strong gains (>15%)
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Figure: Comparative return of Bitcoin and S&P 500
Since 2010

This relationship is even more apparent when looking at a chart…
This positive correlation is best seen in a chart.

• The S&P 500 and Bitcoin seem positively correlated.

Source: Fundstrat, Bloomberg, Factset 
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Executive Summary

Rule #1: USA is future - All about USA next 3-5 yrs

Rule #2: Consensus mostly right, thus Bitcoin Misery Index

Rule #3: Buy Bitcoin when > 200-day Mavg

Rule #4: Bitcoin a RISK-ON asset

Rule #5: Rule of The 10-Best Days

Source: Fundstrat, Bloomberg
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Figure: Return of BTC based on top 10 days (% chg. daily) vs rest of year
Since 2013

FUNDSTRAT CRYPTO RULE #5: Rule of 10-best days
The reason “buy and hold” (or HODL) makes sense for BTC is that a handful of days each year account for the bulk of 

gains for BTC.

• As shown below, BTC was down, on average, every year if we exclude the gains for the top 10 days (based on 

% change).

• If we looked at the top 10 “point gain” days, BTC  would be down even more every year.

Source: Fundstrat, Bloomberg, CoinMarketCap 

Ex-top 10 days, BTC is 
down 44% annually 2013-2019….

5,717%
6,000%
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Network effects drive most successful platforms
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Crypto is not:
10%
1% 

It is: 0.1% of assets
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Figure: Size of various markets
Each square = $200 billion 

RETAIL ONLY: Bitcoin TOO SMALL 0.1% of overall addressable investments
• Bitcoin’s network valuation is $200 billion which ranks it as tiny versus other liquid market. 

Source: Fundstrat, Twitter

Global Bonds: $86 Trillion

Real Estate: $230 Trillion
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INSTITUTIONAL FOMO: Case Study Tesla
Rally in Tesla in 2020 due to the Russell 1000 Growth Manager FOMO.

• Tesla is less than 0.7% of the weight in the Russell 1000 but is the 3rd biggest contributor to YTD gains—sound 

familiar?

Figure: Tesla Price Chart
Past 5 years

Boom

Dead money
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INSTITUTIONAL FOMO: $135 billion increase in value in 90 days

Figure: Tesla Price Chart
Past 5 years

$250 → $1000

+$100 → $18b

Price…

$ gain

FOMO buying
Not short-covering



April 23, 2020

Thomas J. Lee, CFA
+1 212 293 7140
inquiry@fsinsight.com

Ken Xuan, CFA

For exclusive use of FS Insight subscribers only.

David Grider, CFA

Disclosures
This research is for the clients of FS Insight only. For important disclosures and rating histories regarding sectors or companies that are the subject of this report, please contact your sales representative or 
FS Insight at 150 East 52nd Street, New York, NY, 10022 USA.

Analyst Certification (Reg AC)

Thomas J. Lee, the research analyst denoted by an “AC” on the cover of this report, hereby certifies that all of the views expressed in this report accurately reflect his personal views, which have not been 
influenced by considerations of the firm’s business or client relationships.  

Neither I, nor a member of my household is an officer, director, or advisory board member of the issuer(s) or has another significant affiliation with the issuer(s) that is/are the subject of this research 
report. There is a possibility that we will from time to time have long or short positions in, and buy or sell, the securities or derivatives, if any, referred to in this research

Conflicts of Interest

This research contains the views, opinions and recommendations of Fundstrat. As of the time of writing and publication of this presentation, Fundstrat does not know of, or have reason to know of any 
material conflicts of interest at the time of the publication of this presentation. The Company has no contractual relationship, nor have we received any compensation from any of the companies listed in 
this research report.

Analyst Industry/Sector Views

Positive (+): The analyst expects the performance of his industry/sector coverage universe over the next 6-18 months to be attractive vs. the relevant broad market benchmark, being the S&P 500 for 
North America.

Neutral (N): The analyst expects the performance of his or her industry/sector coverage universe over the next 6-18 months to be in line with the relevant broad market benchmark, being the S&P 500 for 
North America.

Negative (-): The analyst expects his or her industry coverage universe over the next 6-18 months to underperform vs. the relevant broad market benchmark, being the S&P 500 for North America.

General Disclosures

FS Insight is an independent research company and is not a registered investment advisor and is not acting as a broker dealer under any federal or state securities laws. FS Insighti s a member of IRC 
Securities’ Research Prime Services Platform. IRC Securities is a FINRA registered broker-dealer that is focused on supporting the independent research industry.  Certain personnel of Fundstrat (i.e. 
Research Analysts) are registered representatives of IRC Securities, a FINRA member firm registered as a broker-dealer with the Securities and Exchange Commission and certain state securities regulators. 
As registered representatives and independent contractors of IRC Securities, such personnel may receive commissions paid to or shared with IRC Securities for transactions placed by Fundstrat clients 
directly with IRC Securities or with securities firms that may share commissions with IRC Securities in accordance with applicable SEC and FINRA requirements. IRC Securities does not distribute the 
research of Fundstrat, which is available to select institutional clients that have engaged Fundstrat. 

As registered representatives of IRC Securities our analysts must follow IRC Securities’ Written Supervisory Procedures.  Notable compliance policies include (1) prohibition of insider trading or the 
facilitation thereof, (2) maintaining client confidentiality, (3) archival of electronic communications, and (4) appropriate use of electronic communications, amongst other compliance related policies.

Fundstrat does not have the same conflicts that traditional sell-side research organizations have because Fundstrat (1) does not conduct any investment banking activities, (2) does not manage any 
investment funds, and (3) our clients are only institutional investors.

This research is for the clients of FS Insight only. Additional information is available upon request. Information has been obtained from sources believed to be reliable but Fundstrat Global Advisors does 
not warrant its completeness or accuracy except with respect to any disclosures relative to Fundstrat and the analyst's involvement (if any) with any of the subject companies of the research. All pricing is 
as of the market close for the securities discussed, unless otherwise stated. Opinions and estimates constitute our judgment as of the date of this material and are subject to change without notice. Past 
performance is not indicative of future results. This material is not intended as an offer or solicitation for the purchase or sale of any financial instrument. The opinions and recommendations herein do 
not take into account individual client circumstances, risk tolerance, objectives, or needs and are not intended as recommendations of particular securities, financial instruments or strategies. The recipient 
of this report must make its own independent decision regarding any securities or financial instruments mentioned herein. Except in circumstances where Fundstrat expressly agrees otherwise in writing, 
Fundstrat is not acting as a municipal advisor and the opinions or views contained herein are not intended to be, and do not constitute, advice, including within the meaning of Section 15B of the 
Securities Exchange Act of 1934. All research reports are disseminated and available to all clients simultaneously through electronic publication to our internal client website, fundstrat.com. Not all 
research content is redistributed to our clients or made available to third-party aggregators or the media. Please contact your sales representative if you would like to receive any of our research 
publications.

Copyright 2020 FS Insight, LLC. All rights reserved. No part of this material may be reprinted, sold or redistributed without the prior written consent of FS Insight LLC. 

Slide  32


