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May 1st 2024

The trend of Bitcoin (and that of Ethereum) is now bearish.

" Over the past weeks, a lively debate has been unfolding between Bitcoin bulls and
bears.

So, what’s the bullish case? Bitcoin is even harder than gold. What I see as a drawback, namely,
the small block size, which clogs the network when transactions spike, making it unusable for
small daily payments, is seen by many as an advantage: As with gold, Bitcoin is to be held and
rarely sold (HODLers). Furthermore, some kind of “band-aids,” like the Lighting Network and
custodial wallets, help improve the usability of Bitcoin (or at least, a representation thereof, as
actual trading of BTC is limited by the tiny block size). Furthermore, in the bullish case, Bitcoin
benefits from the networking effect with a proven protocol, so it is difficult for a new
cryptocurrency to dethrone it.

The bearish argument contends that the current state of Bitcoin diverges from Satoshi's original
vision, notably when it comes to small block size, which limits the massive use of Bitcoin. They
assert that the value of any store of wealth, whether it's gold, silver, or cryptocurrency, stems from
its utility. Money's utility, whether crypto, fiat, or metal, is derived from its ease of use, implying
minimal transaction costs and the ability to facilitate a high volume of transactions. Consequently,
value is built from the ground up. By having exchange value, a given money can later become a
store of value. The bears posit that Bitcoin Cash (BCH) or Bitcoin Satoshi Vision (BSV) hold
greater promise for the future. Finally, the bears dismiss the Lighting Network as a solution to
Bitcoin’s thin volume and high transaction fees (HERE and HERE).

| tend to be agnostic about fundamental explanations for one asset's price movement. When it
comes to Bitcoin, | see that both the bullish and bearish cases make sense, so | let myself be guided
by price action, the final arbiter of truth in the markets.

So, let’s look at the charts.


https://twitter.com/PhoenixWallet/status/1783878658014249027
https://coingeek.com/the-lightning-network-is-dying/
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In my previous report, | noted that a confirmed breakdown of the 3/20/24 lows by BTC and ETHE
would be bearish. We got such a breakdown. So, | am bearish. Do you know what would make
me even more bearish? A joint violation of the April lows would be decisively bearish. While BTC
and ETHE are a 24-hour market, it seems that on 4/30/24, both BTC and ETHE violated their
4/17/24 lows. You can find a more in-depth explanation with charts in my latest post HERE.
Chartist and Elliot Wave expert Alessio Rastani also provides an excellent explanation of the
current situation and key levels to observe in his 4/29/24 video.

| presented a chart in the April 1st Crypto Report, which I've updated here. This chart holds
paramount importance. On 4/30/24, BTC breached its 4/17/20 lows, representing the final level of
support. The abyss is below, as you can observe in the chart, with the first "soft" support estimated
at around $52,000. The primary level of substantial support is expected at $40,000:

[FBTCUSDX - Dally CBOE

Everything is bearish on this chart:

1) First warning: the blue trendline is broken down.

2) Second warning: lower highs and lower lows.

3) Third warning: After the trendline broke down, price action was
unable to rise above it, albeit briefly. All price action is below the
trendline.

4) Fourth warning: The March lows were violated. 4/17/20 lows |
5) Fifth and final warning: The April lows were violated. i i violated: Bearish
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In my stock trading, I pay attention to what insiders are doing, as it has been proven that insiders’
actions influence subsequent price action. Michael Sailor of MicroStrategy (a colossal holder of
Bitcoin) and other insiders are selling their own shares as if there is no tomorrow. Do they know
something we don’t know about Bitcoin’s fate?

Source: Tipranks.com Edited by TheDowTheory.com
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https://thedowtheory.com/warning-bearish-alert-for-bitcoin-and-ethereum/
https://youtu.be/E3W3EEcdwp8
https://thedowtheory.com/wp-content/uploads/2024/03/CRYPTO-REPORT-APRIL-1ST-2024.pdf
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I observe that Bitcoin (and cryptocurrency in general) beats to the tune of liquidity similarly to
stocks. For now, it is not so much an uncorrelated store of value, although it has given ample
opportunity for speculative gains given its solid trends.

And what about the miners? The chart below tells us that the miners are on the edge. Two upward
trendlines shown in red have been broken down. We also observe a pattern of lower highs. Since
March, prices have been contained within a downward channel (black lines). The overall
assessment is bearish. What would be the straw that breaks the camel’s back? A violation of the
4/16/24 lows, highlighted by the purple line, would be most bearish. The miners should look
stronger if the markets discount higher BTC prices ahead.

[WGRITHBY - Dafly NASDAQ [=12.56 0.63 4.10

WGMI: Bitcoin miners ETF
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Will the most recent halving save the day?

I know halvings have been historically bullish (albeit its effect becoming more mitigated after each
halving), or better expressed, following a halving, there have followed higher prices (so perhaps,
no causal relationship, just coincidence). However, the modest restriction of supply coming from
the halving could be met by an equal or larger decrease in demand. The Bitcoin and miners’ charts
show that supply is overwhelming demand.

See you next month.

With my best investment wishes,

oS Blaiy
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DISCLAIMER

These monthly updates on crypto are meant to provide a helpful overview of their status from a technical
analysis point of view. When events unfold after the monthly Letter is published it is incumbent on the reader
to follow his/her own positions. In the future, we plan to follow these markets on a timelier basis, just as we
currently do with the American stock market.

The Dow Theory is a form of technical analysis that relies on detecting trends in the stock market to determine an
investment strategy. The same applies to the other Indicators. The detection of these trends may be interpreted
differently by different analysts, and the opinions expressed on this website may not be shared by other individuals
who apply the same principles of The Dow Theory. This material is for general information only and is not intended
to provide specific advice or recommendations for any individual. There is no assurance that the views or strategies
discussed are suitable for all investors and will be profitable or without the risk of loss or will equal the performance
of the benchmark portfolio. Please consult your financial professional before investing to determine which
investment(s) may be appropriate for you. All investments involve the risk of potential investment losses as well as the
potential for investment gains. The performance of any portfolio or investment strategy should be viewed in the context
of the broad market and prevailing economic conditions. References to markets, asset classes, and sectors generally
reflect the corresponding market index. Indexes are unmanaged statistical composites and cannot be invested into
directly. Index performance is not indicative of any investment’s performance and does not reflect fees, expenses, or
sales charges. All performance shown is historical, and there is no guarantee of future results. Past performance is
not an indication of future returns. We are unaware of any readers’ personal circumstances, financial condition, risk
tolerance, or goals and objectives, so nothing read here should be considered advice suitable for them. We assume
no liability for any trade taken in pursuance of this monthly Letter, even in the event of a typo or wrong interpretation

of the market.




