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2026 Crypto Outlook: Near-Term Headwinds, Second-Half
Upside

@ Sean Farrell AC
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Thank you to everyone who joined my annual outlook call today. Below are several
high-level takeaways, along with the latest Core Strategy and Crypto Equity
portfolios.

Click here to download the presentation deck.

The Headwinds

= Near-Term Risks Mounting: Q1 risks to crypto include a potential
government shutdown, renewed trade policy volatility, waning confidence in
Al capex returns, and uncertainty around the Fed Chair transition, all of
which could pressure markets currently characterized by tight HY spreads
and low cross-asset volatility.

= Mixed Near-Term Flows: BTC sits in valuation no-man’s land. While long-
term ETF flows should improve as wirehouses onboard, near-term pressures
persist from miner selling, a likely MSCI MSTR delisting, and fund redemptions.

The Tailwinds
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= Liquidity Trends Turning Positive: Liquidity should improve in 2026 as fiscal
deficits widen from tax cuts, monetary easing continues amid labor slack and
anchored inflation expectations, and the Fed begins reserve-management
balance-sheet expansion. Dollar weakness should persist on rate differentials
and trade dynamics.

= Shift Toward a “Run-It-Hot"” Regime: Once uncertainty clears, a
coordinated mix of lower rates, bank deregulation, and trade clarity could
drive a durable business-cycle expansion. BTC should benefit from improved
liquidity and lower real rates, but better risk-adjusted upside likely lies in
structurally bid alts (ETH, SOL, HYPE) and crypto-linked equities. The Clarity
Act is another key 2026 catalyst to monitor.

= Secular Tailwinds Intact: Regulatory progress and continued TradFi adoption
remain supportive. Growth in stablecoins and tokenization is improving the
operating efficiency of companies adopting these primitives while enhancing
the quality of on-chain assets.

Strategy

= Despite my view that BTC and crypto face powerful long-term tailwinds, and
that liquidity-driven support should emerge in 2026, there are several risks
we likely need to clear in Q1/Q2 that could create more attractive entry
points.

= My base case is a meaningful drawdown in 1H 2026, with BTC falling to
S60k-S65k, ETH to $1,800-$2,000, and SOL to $50-$75. These levels would
present attractive opportunities into year-end. If this view proves incorrect, |
still prefer to play defense and wait for confirmation of strength.

= This framework implies relative strength in ETH, which | think is reasonable
given its more favorable structural flow dynamics, including the absence of
miner selling, no MSTR-related overhang, and lower perceived quantum risk.
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| suspect that sometime in Q1-Q3 we find a durable low and rally into year-
end, effectively ending the “four-year cycle” with a shorter and shallower
bear market than in prior cycles.

= Factors to look for when diagnosing a “turn” include relative outperformance
vs equities, robust performance on bad news, signs of capitulation, flow
trends turning in a constructive direction, and/or a key unforeseen catalyst
hits the tape.

= Any resetin prices should create compelling opportunities across L1s, DeFi,
and crypto-linked equities as multiples compress while forward “earnings”
continue to improve.

= BTC Mid-Year PT: $60k; Year-End PT: $115k; ETH Mid-Year PT: $1,800;
Year-End PT: $4,500

Core Strategy

Core Strategy Portfolio - December 16, 2025

Date of Weight at Price Return
Ticker  Latest Lagtest T;':: Sector E’i g When c::::t ?’eﬁnﬁ ?:;ﬁ; Since Change
Rebalance Rebalance Added Added
BTC 12/16/25 35.0% BTC Currency 1/16/23 21,175 87,633 -8% -25% 312% -30%
ETH 12/16/25 8.0% Alt. Major SCP 1/16/23 1,578 2,956 6% -36% 86% -12%
SOL 12/16/25 2.0% Alt. Major SCP 1/16/23 24 129 7% -48% 440% -8%
HYPE 12/16/25 2.5% Altcoin DeFi 8/9/25 53 27 -32% -54% -50% 0%
AERO 12/16/25 2.5% Altcoin DeFi 1/13/25 1.06 0.54 -34% -60% -49% 0%
usbC 12/16/25 50.0% Cash Cash 12/15/25 1.00 1.00 0% 0% % 50%
Returns
Since
Po rtfo_lio YD
Inception
(1/16/2023)
BTC 318% -7%
ETH 89% -12%
S&P 500 69% 15%
Core Strategy Portfolio 211% -16%

Source: Artemis, Fundstrat
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Crypto Equities Portfolio - December 16, 2025

Date of Weight at Price Return Change
Ticker Latest Lagnsl: Subsector Theme Subsector/Theme AD::: d When C:l:::t 3’.:.?"?“ :Tt::;': Since from P?‘ior
Rebalance Rebalance Added Added Rebalance
MSTR  12/16/25 1.00% DAT BTC 5224 11294 16401  -18% 50% 45% 4.0%
SBET  12/16/25 0.00% DAT ETH 613/25 921 9.51 -13% 44% 2% -0.5%
HYPD 12/16/25 0.00% DAT HYPE 9/12/25 1498 311 .38% 75% 79% -1.3%
PURR  12/16/25 0.50% DAT HYPE 9M12/25 2950 337 -89% 90% 839% -0.8%
COIN  12/16/25 1.00% Financial Senices Super App 6/30/23 71.55 25167 -11% 21% 252% -4.0%
HOOD 12/16/25 4.00% Financial Senices Super App 6/6/24 22.97 118.75 -3% 0% 417% -4.0%
GLXY 12118125 1.00% Financial Senices Al Compute 1/14/25 1840 2439 7% -26% 33% -4.0%
MARA  12/16/25 0.00% BTC Mning Al Compute 6/30/23  13.86 1063  -11% 39% -23% -2.0%
RIOT  12/16/25 0.00% BTC Mning Al Compute 6/30/23  11.82  13.16 -6% -25% 11% -2.0%
CLSK 1216125 0.50% BTC Mning Al Compute 415124 1560  11.63 6% 2% -25% -1.5%
WULF 1216125 0.50% BTC Mning Al Compute 6/6/24 3.21 12.18 11% 7% 279% -1.5%
IREN  12/16/25 0.50% BTC Mining Al Compute 6/6/24 10.27 3465  -25% -9% 237% -1.5%
BTDR  12/16/25 0.50% BTC Mning Al Compute 6/6/24 7.32 9.86 -6% 42% 35% -1.5%
BTBT  12/16/25 0.00% BTC Mining Al Compute 6/6/24 2.81 2.10 -13% 31% 25% -2.0%
HUT  12/16/25 0.50% BTC Mning Al Compute 6/6/24 1047 3524 -5% 7% 237% -1.5%
HIVE  12/16/25 0.50% BTC Mning Al Compute 6/6/24 297 276 17% -29% 7% -1.5%
BITF  12/16/25 0.50% BTC Mining Al Compute 1/14/25 157 238 6% -22% 52% .1.5%
CORZ  12/16/25 0.50% BTC Mning Al Compute 1149725 1539 14.30 7% 7% 7% -1.5%
CFR 12116125 0.50% BTC Mning Al Compute 1/14/25 495  13.80 -4% 11% 179% -1.5%
GSOL  12/16i25 200% . Spot Token ETH 1149/25 970 934 4% 4% 4% 33%
ETHA 12116125 2.00% Spot Token ETH 8/8/25 3079 2215 7% -35% -28% -8.5%
BB 12/16/25 34.00% Spot Token BTC 8/1/25 61.51  47.55 7% 24% -23% -0.2%
Cash  12/16/25 50.00% Cash Cash 11112725 1.00 1.00 0% 0% 0% 50.0%
Retums
Since
s Y™
(6122/23)
BTC 193% 6%
ETH 58% 1%
S&P 500 54% 15%
Crypto Equities Portfolio 234% 0%
Source: TradingView, Fundstrat
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Disclosures

This research is for the clients of FS Insight only. FSI Subscription entitles the subscriber to 1 user,
research cannot be shared or redistributed. For additional information, please contact your sales
representative or FS Insight at fsinsight.com.

Analyst Certification (Reg AC)

Sean Farrell, 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 |, 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. At the time of publication
of this report, FS Insight does not know of, or have reason to know of any material conflicts of interest.

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 Insight is 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 FS Insight (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
FS Insight 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 FS Insight, which is available to select institutional clients that have engaged FS Insight.

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.

FS Insight does not have the same conflicts that traditional sell-side research organizations have
because FS Insight (1) does not conduct any investment banking activities, and (2) does not manage any
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investment funds.

This communication is issued by FS Insight and/or affiliates of FS Insight. This is not a personal
recommendation, nor an offer to buy or sell nor a solicitation to buy or sell any securities, investment
products or other financial instruments or services. This material is distributed for general informational
and educational purposes only and is not intended to constitute legal, tax, accounting or investment
advice. The statements in this document shall not be considered as an objective or independent
explanation of the matters. Please note that this document (a) has not been prepared in accordance with
legal requirements designed to promote the independence of investment research, and (b) is not subject
to any prohibition on dealing ahead of the dissemination or publication of investment research. Intended
for recipient only and not for further distribution without the consent of FS Insight.

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 FS Insight does not warrant its
completeness or accuracy except with respect to any disclosures relative to FS Insight 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 FS Insight expressly agrees otherwise in writing, FS Insight 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, fsinsight.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 © 2025 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.
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