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World is fighting an inflation war
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FED: Fastest rate hike cycle ever
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Source: Statista
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BEAR: 2022, never >200D and longest rally lasted only 40 days

6

S&P 500
Daily

Source: Fundstrat, Bloomberg

13
days

23
days

8
days

40
days

3,491

+19%

+13%
+9%

200 
day moving avg



For Exclusive Use of FS Insight Members Only

M
ac

ro
 R

es
ea

rc
h

5/11/2023

Fed tightens until something breaks
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Regional banks 

are “breaking”
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Crypto outside USA = generally true
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SEC
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SEC
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OPERATION CHOKE POINT 2.0: Timeline and actions against crypto

12

Source: Fundstrat, Cato Institute, News Media

Date Event

Nov 6, 2022 Beginning of the FTX collapse.

Nov 8, 2022 Binance enters agreement to buy FTX.

Nov 9, 2022 Binance exits agreement.

Dec 6, 2022 Elizabeth Warren, John Kennedy, and Roger Marshall call out Silvergate for providing services to Alameda.

Dec 7, 2022 Signature Bank announces that it will halve all of its deposits ascribed to crypto clients and stop accepting further deposits.

Jan 3, 2023 Fed, FDIC, and OCC release joint statement discouraging banks from involving themselves with crypto.

Jan 9, 2023 Metropolitan Commercial Bank announces shut down of crypto services.

Jan 27, 2023 Federal Reserve Board denies Custodia Bank's member application.

Jan 27, 2023 Kansas City Fed denies Custodia's application for a master account.

Jan 27, 2023 Fed issues policy statement, discouraging banks from holding or issuing crypto.

Jan 27, 2023 White House National Economic Council issues statement, discouraging banks from being involved in crypto.

Feb 2, 2023 DOJ launches investigation into Silvergate for business with FTX and Alameda.

Feb 3, 2023 SEC delivers "Wells Notice" to Paxos.

Feb 7, 2023 Fed finalizes policy statement from Jan 27.

Feb 13, 2023 NY Department of Financials Services orders to halt of issuance of stablecoin $BUSD

Feb 14, 2023 Elizabeth Warren calls out ShapeShift, a decentralized exchange, labeling them a money-laundering haven.

Feb 16, 2023 FDIC releases report that identifies 136 federally-insured banks with crypto-related activity ongoing or planned.

Feb 23, 2023 Another joint statement is released by the Federal Reserve, FDIC, and OCC discouraging banks from engaging with crypto. However, this one states that banks "are neither prohibited nor 

discouraged from providing banking services to customers of any specific class or type, as permitted by law or regulation."

Feb 23, 2023 Custodia's request to be reconsidered for membership in Federal Reserve System is rejected.

Mar 9, 2023 House Subcommittee on Digital Assets, Financial Technology and Inclusion hearing title: "Coincidence or Coordinated? The Administration’s Attack on the Digital Asset Ecosystem."

Mar 13, 2023 Signature Bank run on deposits in aftermath of SVB.

Mar 17, 2023 Crypto custodian Protego's national trust banking charter expires without permanent approval.

Mar 22, 2023 SEC delivers "Wells Notice" to Coinbase.

Mar 30, 2023 Elizabeth Warren "building an anti-crypto army."

Timeline – “Operation Choke Point 2.0”
Fall of 2022 to present.
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CHOKE POINT 2.0: Crypto liquidity impacted
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Source: Bloomberg
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CHOKE POINT 2.0: Bittrex could file for bankruptcy
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Source: Twitter.com



For Exclusive Use of FS Insight Members Only

M
ac

ro
 R

es
ea

rc
h

5/11/202315



For Exclusive Use of FS Insight Members Only

M
ac

ro
 R

es
ea

rc
h

5/11/2023

OPPORTUNITY: Will this cycle deliver same upside as past?
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$67k

$15k

$19k

$3k

$200

$1.3K

$31

$2

$250k-$500k?
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Bitcoin up 67% YTD

17

YTD 2023
7.3%

67.3%

34.7%

5.5%

6.1%

1.1%

1.2%

2.6%

-2.8%

1.0%

-0.1%

-2.7%

-6.0%

-8.1%

S&P 500

Bitcoin

FAANNG

Discr. ex-FANG+

Tech. ex-FANG+

Industrials

Materials

Staples

Utilities

Com Srvs ex-FANG+

Real Estate

Healthcare

Financials

Energy

S&P 500 Sectors

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

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 Down

Up/No 

Trend Strong

S&P 500 17 -0 13 30 11 -1 10 19 -6 29 16 27 -19 7 -9 8 23

Stock Market Trend Strong No Up Strong Up Down Up Strong Down Strong Strong Strong Down Up

Bitcoin 200 1,467 187 5,485 -58 34 124 1,369 -74 92 305 60 -64 67 -35 357 1,252

Figure: Comparative performance of Bitcoin and the S&P 500

Since 2010

Bitcoin performs best when S&P 500 is performing strongly…
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Bitcoin shows the best 

returns when S&P 500 has 

strong gains (>15%)

Source: Fundstrat, Bloomberg
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CORRELATION: Bitcoin positively correlated to equities

Source: Fundstrat, Bloomberg

Rolling 90D Correlation of Bitcoin and QQQ/Gold/UST10Y Yield
Last 5 Years 

20

Bitcoin and QQQ (Rolling 90D Corr.)

Bitcoin and Gold (Rolling 90D Corr.)

Bitcoin and UST10Y Yield  (Rolling 90D Corr.)

77%

-45%

92%
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2023: 133 days since low, +20% gain + 26 weeks >200-week mavg

21

S&P 500
Daily

Source: Fundstrat, Bloomberg

3,491200 
week moving avg

200 
day moving avg

+20%
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2023: 6 reasons (others too) Oct 12, 2022 was the probable low

22

Metric Date Rationale

1. Inflation peaked June ’22 3 prior inflation bear markets, equities bottomed with CPI 

peak

2. High-yield spreads peaked July 6, 2022 High-yield spread peaks lead equity bottoms.  HY OaS has 

not made a new high, confirming July 6, 2022 was the low

3. Rule of 1st 5 days Jan 5, 2023 Since 1950, the 7 precedent instances of negative prior year 

and 1st 5 days gain >1.4%, 7 of 7 times markets higher

4. 2 consecutive quarters of 

gains

March 31, 2023 Since 1950, this has never happened in a bear market

5. >15 weeks above 

200-week average

Feb 14, 2023 Since 1950, 12 instances and never a single instance markets 

made a new low.  

6. AAII %net bulls -26 

(52-week avg)

Jan 12, 2023 Only 3rd time since 1987.  1991 and 2009 occurred after low.
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RETURNS: 2 quarters of gains = “new” bull market – Since 1950 

Source: Fundstrat, Bloomberg

S&P 500 Quarterly Returns
1950 to 2023

+2 qtr gains = 

start of bull market

+2 qtr gains = 

start of bull market
+2 qtr gains = 

start of bull market

+2 qtr gains = 

start of bull market
+2 qtr gains = 

start of bull market

“Flash Crash”: 

5/62

Bear Market:

3/56 to 4/58

“inflation” 

Bear Market: 

2/66 to 10/66

Bear 

Market: 

12/68 to 

5/70

Oil 

Embargo: 

1/73 to 

12/74

+2 qtr gains = 

start of bull market
+2 qtr gains = 

start of bull market

+2 qtr gains = 

start of bull market
+2 qtr gains = 

start of bull market

Bear market:

4/81 to 8/82

“Dot-com”

Bear market:

4/00 to 3/03

GFC

Bear market:

10/07 to 3/09

“inflation”

Bear market:

1/22 to 10/22

2323
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SUPPORT: S&P 500 Remaining Above 200W MA Implies Further Upside

Source: Fundstrat, Bloomberg

S&P 500 Spot & 200W MA
12 prior 15-week crosses and current shown. Since 1950

10

20

40

80

160

320

640

1,280

2,560

1
9
5
0

1
9
5
3

1
9
5
6

1
9
5
9

1
9
6
2

1
9
6
5

1
9
6
8

1
9
7
1

1
9
7
4

1
9
7
7

1
9
8
0

1
9
8
3

1
9
8
6

1
9
8
9

1
9
9
2

1
9
9
5

1
9
9
8

2
0
0
1

2
0
0
4

2
0
0
7

2
0
1
0

2
0
1
3

2
0
1
6

2
0
1
9

2
0
2
2

S&P 500 Crosses 200W MA

S&P 500 

"Spot Price" 

S&P 500 

200W MA

1,800

2,300

2,800

3,300

3,800

4,300

4,800

Jan '18 Oct '18 Jul '19 Apr '20 Jan '21 Oct '21 Jul '22 Apr '23

S&P 500 Crosses 200W MA

24



For Exclusive Use of FS Insight Members Only

M
ac

ro
 R

es
ea

rc
h

5/11/2023

INFLATION: Less “wood to chop” for Powell vs Volcker

25

Source: Fundstrat, Bloomberg, BLS

Figure: Powell has far less “wood to chop” 
CPI + Core Index Levels. 100 = 12/31/2019 and 100 = 12/31/1967

Arthur Burns

Fed Chair

1/31/1970

Paul Volcker

Fed Chair

8/6/1979

Volcker considers

“ending war on inflation”

Oct 1982

We are here

126

Prices +72% 

higher vs trend

135

Prices +112% 

higher vs trend
217

287
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Source: Fundstrat, Internet
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2023 Inflation Per Fundstrat 

▪ Disrupted supply chains

▪ “Bullwhip” effect

▪ Russia-Ukraine War

▪ Labor “participation” rate

Future
Inflation

Supply

Demand

▪ Exodus from cities (housing)

▪ Work from home

▪ Revenge spend on goods

▪ Revenge spend on travel

▪ Fiscal stimulus

▪ Low interest rates

Source: Fundstrat
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2022 BEAR: Inflation is the war the Fed and economy fighting

28

Source: Fundstrat, Bloomberg 

Figure: Headline CPI and Core CPI vs. S&P 500
1968-1985

S&P 500

Headline CPI

(YoY)

Core CPI

(YoY)Headline 

peak

Headline 

peak

Headline 

peak
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FED: “Pause”
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DON’T WAIT FOR FED: Market bottomed before Volcker shifted Tactics. Entire decline erased in 4 months.

Source: Fundstrat, Bloomberg

Volcker suggests Fed 

“may shift tactics”

(10/5/82)

S&P 500 

troughs

(8/12/82)

Entire decline 

erased 4 

months later

New ALL-TIME highs 

one month after Volcker 

“considers ending 

inflation war”

S&P 500 

peaks

(11/28/80)

-27%
in 430 days

+19%
in 37 days

+17%
in 21 days
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BITCOIN: Bitcoin Acting Similar off Low vs other Cycles 

Source: Fundstrat, Glassnode

Bitcoin Performance off Cycle Lows 
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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.

Volatility
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76% 84% 101%

1,136%

66%
102%

(232%)

(133%)

(50%)

22%

232%

(140%)

(10%)

(300%)

0%

300%

600%

900%

1,200%

2013 2014 2015 2016 2017 2018 2019

Top 10D % Delta BTC ex-top 10 (other 355D) % chg

33

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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PANDEMIC: Crypto did not fully capitalize on pandemic
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INFLATION: Spawning a wave of AI and automation

35

According to a PitchBook report released this month:

• VCs have steadily increased their positions in generative AI, from 

$408 million in 2018 to $4.8 billion in 2021 to $4.5 billion in 2022.

• Angel and seed deals have grown, as well, with 107 deals and 

$358.3 million invested in 2022 compared with just 41 and $102.8 
million in 2018.

https://pitchbook.com/news/reports/2023-vertical-snapshot-generative-ai
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NFT
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Source: a16z
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Ordinals driving transaction growth on Bitcoin network
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Miners: Ordinals spurring growth in mining revenues

Price performance of Bitcoin and Bitcoin Miners
Since 2021 

Bitcoin

Canaan Inc. Hut 8 Mining

Marathon Digital

Cipher Mining

Riot Platforms

Source: Fundstrat, Bloomberg 
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Diminished energy intensity: The Merge to PoS
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Diminished energy intensity: The Merge to PoS

40

Source: a16z
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Zero Knowledge Proofs
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Applied “money” 
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Disclosures

43

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 FS Insight. As of the time of writing and publication of this presentation, FS Insight 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.
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