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Simple framework for understanding Covid-19

1. Covid-19 has officially been labelled a pandemic by the world health 
organisation. They have signalled that the only way to deal with it is through 
social distancing and limits to gatherings. This will have significant effects on 
growth prospects going forward.

2. The virus is bringing major economies with solid healthcare systems to a 
grinding halt. There is also a chance that authorities are not adequately 
vocalising the seriousness of the virus in order to try protect financial 
markets.

3. When economies slow down their greatness weaknesses go on display. The 
slow down will expose those with too much debt or lack of liquidity.
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US equities 
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Asia and Europe
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Commodities, BTC and ETH
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Bond yields collapsing
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No asset is immune to the Liquidity crunch.

• We are currently experiencing a liquidity crisis.
• People are attempting to sell assets for cash. Rational 

actors are lowering the prices they are willing to sell 
assets as their priority is liquidity over everything else.

• Liquid store of value assets and safe haven assets are 
not immune.

• As the 2008 crisis ensued gold too sold off. As 
investors sold off liquid assets and ran to cash.

• It was only when the Fed made their intentions clear 
about how they would handle the crisis that safe 
havens like gold really took off.
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Our thesis remains unchanged

• Our thesis has always been that Bitcoin and cryptoassets serve as a hedge against fiat debasement.
• We have always stated that it is not the recession that will make bitcoin, but rather central banks and 

governments policy decisions as result of a recession that will make bitcoin.
• Before the coronavirus global financial markets WERE NOT healthy and the developing world has been 

dealing with the problem of deflation.
• The coronavirus has created a liquidity crisis that does not favour assets in the short term, BTC like gold is 

by no means immune to this.
• Central banks will not be able to create the amount of stimulus the economy requires. This will cause 

them to “push on a string” and search for experimental ways to get citizens spending. This puts them at 
risk of loosing control of inflation over the long term.

• Interest rates cant be lowered much more as they are already near or below zero all over the developed 
world.

• Already the Fed has promised $1,5 trillion in QE. This money will find its way into short term lending and 
fill the gap that has been created by fears around the coronavirus. 
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This is the Cyclically adjusted PE ratio of 
the US stock market.
• US equities prior to the crisis were 

trading at multiples only seen before in 
1929 and the dotcom bubble.

• Clearly there is a lot more room for 
these multiples to compress further.

Valuations weren’t looking pretty
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Deflation is a thing

Europe inflation USA inflation Japan inflation
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Debt leaves little room for growth going 
forward

Total debt liabilities as a percentage of 
GDP
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The perfect storm for BTC to become a 
mainstream asset

1. Our faith in central banks and monetary policy is about to get its biggest stress test since the great depression.
2. The Bitcoin halving occurs in May and takes BTC’s inflation rate from 3,8% down to 1,75%. This will be the first 

time that BTC has a lower inflation rate than USD.
3. Baby boomers are about to retire and will learn that their pensions are by no means guaranteed. This will 

harm the trust individuals have in the financial system.
4. Central banks will have no choice but to print money and expand their balance sheet. This could even result in 

a MMT style monetary system.
5. Oil prices and oil price manipulation will dampen growth prospects.
6. There is no end date to coronavirus implications.
7. There will be a tug of war between socialists and capitalists which will push geopolitical conversations to their 

extremes.
8. Gold exposure is more difficult for the average person to acquire than BTC is.
9. China is now in prime position to displace America as a world superpower. This strengthens the need for an 

unconcensorable and unseizable asset like BTC as we enter the age of authoritarian global leadership.
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Conclusion

There are currently two experiments going on in the world of finance. The first is that of monetary intervention by 
central banks in a situation they have never experienced before. The second is that of a decentralized alternative 
financial system, one that is not at the mercy of our government and central bank overlords.

As an investor we need to ask ourselves what happens when the first experiment fails, do I really want to be net long 
that system ? Clearly the answer is no. Our advice remains the same, everyone should add cryptoassets as a 
complement to their existing portfolio, especially in times like this. We recommend allocations of 1 to 5% depending 
on your attitude toward risk.

Bitcoin remains a speculative hedge against fiat inflation. Our conviction on Bitcoin and cryptoassets remains intact.

Now is Bitcoins time to shine. 
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Disclaimer
The Research Team may own the tokens represented in this report, and as such this should be seen as a disclosure of any potential conflict of interest. 
Anyone can contact Etherbridge for full token disclosures by team member at info@etherbridge.co. This report belongs to Etherbridge and represents the 
opinions of the Research Team.

This report is not investment advice, it is strictly informational. Do not trade or invest in any tokens, companies or entities based solely upon this 
information. Any investment involves substantial risks, including, but not limited to, pricing volatility, inadequate liquidity, and the potential complete loss 
of principal. Investors should conduct independent due diligence, with assistance from professional financial, legal and tax experts, on topics discussed in 
this document and develop a standalone judgment of the relevant markets prior to making any investment decision.
The Research Team has obtained all information herein from sources they believe to be accurate and reliable. However, such information is presented “as 
is,” without warranty of any kind –whether expressed or implied. All market prices, data and other information are not warranted as to completeness or 
accuracy, are based upon selected public market data, reflect prevailing conditions, and the Research Team’s views as of this date, all of which are 
accordingly subject to change without notice. Etherbridge has no obligation to continue offering reports regarding this topic. Reports are prepared as of 
the date(s) indicated and may become unreliable because of subsequent market or economic circumstances. The graphs, charts and other visual aids are 
provided for informational purposes only. None of these graphs, charts or visual aids can and of themselves be used to make investment decisions. No 
representation is made that these will assist any person in making investment decisions and no graph, chart or other visual aid can capture all factors and 
variables required in making such decisions.

The information contained in this document may include, or incorporate by reference, forward-looking statements, which would include any statements 
that are not statements of historical fact. No representations or warranties are made as to the accuracy of such forward-looking statements. Any 
projections, forecasts and estimates contained in this document are necessarily speculative in nature and are based upon certain assumptions. These 
forward-looking statements may turn out to be wrong and can be affected by inaccurate assumptions or by known or unknown risks, uncertainties and 
other factors, most ofwhich are beyond control. It can be expected that some or all of such forward-looking assumptions will not materialize or will vary 
significantly from actual results.

Nothing in this report can be repurposed or shared without the expressed consent of Etherbridge.


