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By Manuel Blay, Editor of TheDowTheory.com 

The bear persists, but the setup for a potential new bull market is in 

place. 

In the previous Crypto Report, I floated a provocative idea: Could the public's growing enthusiasm 

for Bitcoin and crypto be serving as a distraction—while more sophisticated investors quietly 

accumulated gold? 

At the time, gold prices were steadily climbing, yet flows into gold ETFs remained low. That 

suggested retail investors weren’t paying attention. Meanwhile, the bullish noise around Bitcoin 

was growing louder, even reaching the point where one U.S. politician proposed that America 

should sell all its gold reserves to buy Bitcoin. 

Fast forward one month: gold surged. Bitcoin, on the other hand, went nowhere. 

Now, I say this with respect to my astute readers, but history shows that the crowd is often wrong—

especially at critical turning points. That’s why I make a conscious effort to stay emotionally 

detached from popular narratives and rely instead on what the data and charts are actually telling 

us. 

Even though this is a Crypto Report and not a gold update, the connection between Bitcoin and 

gold is too important to ignore. Both are seen as alternatives to fiat currency—a kind of financial 

lifeboat for savers looking to protect their wealth from inflation and monetary instability. 

And yet, Bitcoin has vulnerabilities that gold simply doesn’t. One of the most concerning was 

recently highlighted by Eric Budish, a Professor of Economics at the University of Chicago, in a 

new working paper titled “The Economic Limits of Bitcoin and the Blockchain.” 

Interestingly, I raised this very issue in the December 31st, 2024 Report—before I was even aware 

of Budish’s research. His work not only reinforces the concern but adds a deeper and more urgent 

dimension to the conversation. 

https://thedowtheory.com/wp-content/uploads/2025/02/CRYPTO-REPORT-MARCH-1ST-2025.pdf
https://socialsciences.uchicago.edu/sites/default/files/2024-09/Economic%20Limits%20Crypto%20Blockchains%20-%20QJE%20Sept%202024.pdf
https://thedowtheory.com/wp-content/uploads/2024/12/CRYPTO-REPORT-DECEMBER-31ST-2024.pdf
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Budish warns of a structural weakness in Bitcoin: the risk of a so-called “majority attack”—also 

known as a 51% attack. This is far more serious than even high-profile crypto hacks like those 

carried out by North Korean operatives. 

In a majority attack, a bad actor gains control of over half the network’s computational power. 

With that kind of dominance, they could reverse transactions, block new ones, and undermine trust 

in the entire system. The result? Bitcoin’s value could plummet—or even be destroyed altogether. 

Crypto believers often dismiss this scenario, arguing that the cost of gaining majority control is so 

high that no one would attempt it. But Budish identifies a critical flaw in that logic. 

For Bitcoin to be safe, he argues, the cost of taking over the network must rise in proportion to the 
cryptocurrency’s market value. In his words: “Securing against a $1 billion attack is 1,000 times 

more expensive than securing against a $1 million attack.” 

That leads to a catch-22. If it’s cheap to secure the network, Bitcoin is vulnerable. But if it’s 

expensive enough to be secure, Bitcoin may become economically impractical due to soaring 

security costs. 

In short, the stronger Bitcoin becomes in market terms, the more expensive—and arguably 

unsustainable—it becomes to keep it safe. 

But theories are just theories. What matters now is what the charts are telling us. 

The trend was signaled as bearish on 2/25/25, as explained in-depth in the March 1st Crypto 

Report. 

The drop stopped on 3/10/25, which I expected based on liquidity patterns. A rally by both BTC 

and ETHE ensued until 3/24/25. Such a rally qualifies as a secondary (bullish) reaction against the 

still-existing primary bear market. Following the secondary reaction highs on 3/24/25, a new 

pullback occurred, completing the setup for a potential primary bull market. ETHE plunged so 

much that it violated its 3/10/25 lows unconfirmed by BTC.  

The table on the left 

gives you all the 

relevant dates and 

prices. 

So, now the technical 

situation is as follows: 

1. If BTC breaks below 

its 3/10/25 low (Step 

#1), it will confirm BTC’s lower low and reconfirm the bear market. This will terminate the current 

secondary reaction and cancel the setup for a potential bull market. 

https://thedowtheory.com/wp-content/uploads/2025/02/CRYPTO-REPORT-MARCH-1ST-2025.pdf
https://thedowtheory.com/wp-content/uploads/2025/02/CRYPTO-REPORT-MARCH-1ST-2025.pdf
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2. If BTC and ETHE jointly break up their 3/24/25 highs (Step #2) at 88,782.7 (BTC) and 

2,102.08 (ETHE), a new bull market will be signaled.  

The charts below show you the most recent price action. 

The blue rectangles highlight the secondary (bullish) reaction against the bear market. The brown 

rectangles display the pullback that set up BTC and ETHE for a potential bull market signal (Step 

#3). The blue horizontal lines indicate the secondary reaction highs (Step #2), whose confirmed 

breakups would signal a new bull market. The red horizontal lines mark the 3/10/25 bear market 

lows (Step #1). ETHE already violated its 3/10/25 lows, and if BTC confirms and pierces its red 

horizontal line, then the bear market would be reconfirmed. 

 

The rest of the crypto world does not look bullish at all. The charts below show RIOT (Riot Platforms) 
and MARA (Mara Holdings). The message is unambiguous: This looks like a crypto winter. 

 

With my best investment wishes, 
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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. 
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