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We don’t talk much about bitcoin (or other cryptocurrencies) in this space, mostly because this asset class
does not have a place in our asset allocation models. Our advice to clients in this regard is simply: treat
cryptos like you would treat any purely speculative wager, be it sports betting or the roulette table in
Vegas or whatever else. In other words, a discretionary activity to undertake outside the guardrails of your
long-term financial portfolio with specific objectives for growth and capital protection.

Punters Rise, and Fall

Sometimes, though, a discussion about bitcoin is helpful, and this tends to be the case when it serves as
a useful proxy for a market environment that has been awash in speculative fever. As has been the case
for much of 2025, ever since traders and other short-term punters dusted off their momentary fears of
economic Armageddon in the wake of the April tariff follies. Bitcoin had one heck of a ride, surging by 64
percent from its low on April 8 to a high of $126,315 (per coin) on October 6. But then things went south.
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Since that October 6 high, the price of bitcoin has fallen by around 32 percent. Interestingly, bitcoin’s drop
started about three weeks before the S&P 500 recorded its last all-time high, on October 28. Needless to
say, that 32 percent reversal is far bigger than what the benchmark equity index has experienced — as of
today’s market open the S&P 500 was down 5.1 percent from the October 28 high (stocks are trading
more or less flat about an hour into today’s session). As we noted in our commentary last week, a number
of factors are at play here for equities, including Al bubble concerns, the ongoing data fog problem,
evidence of a slowdown in consumer spending and the fragile backdrop of geopolitical instability.
Investors have been particularly unwilling to reward strong earnings reports (e.g., yesterday’s Nvidia
numbers) while unleashing their full fury on companies that fall short of their expected numbers.
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Cash Flows Persevere

In a market environment dominated by speculation and sometimes mindless momentum, it makes sense
that the less fulsome assets are the first to fall. For all that Silicon Valley evangelists (and, more recently,
late-to-the-party types from Wall Street) have been hyping the importance of cryptocurrencies as a
mainstream asset class, they still collectively have yet to demonstrate a convincing use case in the real
economy (apart from facilitating shady transactions on the dark web and, well, speculation for its own
sake). These assets have no value apart from what people trading them perceive that value to be (this is
not true for stablecoins, which is a separate discussion entirely and possibly a subject for a future article).
The absence of a convincing real world use case is what keeps cryptocurrencies out of the realm of the
asset classes we consider for portfolio construction.

Companies with solid cash flows, manageable debt to equity ratios, and believable models for sales and
profits growth, on the other hand, will persevere through the periodic downturns that are an inescapable
part of long-term investing. We believe that the most important thing we can tell our clients is to stay
disciplined and hold onto their quality assets during the downturns. Trying to guess when to get out is
hard; trying to guess when to get back in is even harder and much more likely than not to result in missing
out on those important early recovery days after a low point is hit. This discipline is likely to be called on
as we head into what could very well be an extremely tricky year ahead.
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Please remember that past performance may not be indicative of future results. Different types of investments involve varying
degrees of risk, and there can be no assurance that the future performance of any specific investment, investment strategy, or
product (including the investments and/or investment strategies recommended or undertaken by MV Capital Management, Inc.),
or any non-investment related content, made reference to directly or indirectly in this newsletter will be profitable, equal any
corresponding indicated historical performance level(s), be suitable for your portfolio or individual situation, or prove successful.
Due to various factors, including changing market conditions and/or applicable laws, the content may no longer be reflective of
current opinions or positions. Moreover, you should not assume that any discussion or information contained in this newsletter
serves as the receipt of, or as a substitute for, personalized investment advice from MV Capital Management, Inc. To the extent
that a reader has any questions regarding the applicability of any specific issue discussed above to his/her individual situation,
he/she is encouraged to consult with the professional advisor of his/her choosing. MV Capital Management, Inc. is neither a law
firm nor a certified public accounting firm and no portion of the newsletter content should be construed as legal or accounting
advice. A copy of the MV Capital Management, Inc.’s current written disclosure statement discussing our advisory services and
fees is available for review upon request.
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