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THE VALUE OF INDEPENDENCE

Thinking Man 110: Bitcoin’s Institutional Era Arrives

July 2025

In this edition of our Thinking Man we will discuss the institutionalization of Bitcoin, and the reasons why we
believe that Bitcoin has evolved from a once speculative asset to a next-generation store of value, worthy of a
permanent allocation in client portfolios. Before diving in, let’s lay out the main options that investors have for
achieving Bitcoin exposure:

1. Direct ownership: BTC itself via a bitcoin wallet on a crypto exchange/broker which can be custodied by an
exchange, institution, or self-custodied with hardware wallets
a. Pros: true ownership, full control, no issuer risk
b. Cons: security, wallet management, potential tax complexity

2. Spot Bitcoin ETFs: BlackRock iShares (IBIT) preferred by BigSur Partners, spot Bitcoin ETF’s with embedded
options overlays like Amplify’s Bitcoin 2% Monthly Option Income ETF (BITY)

a. Pros: trades like a stock but physical Bitcoin is held in “cold storage”, simplicity, regulated,
IRA/401(k) eligible, can provide access to liquid options market for hedging / overwriting, potential
tax-advantages

b. Cons: tracking error, management fees

3. Bitcoin-related Public Companies: MicroStrategy (MSTR) both MSTR equity + dividend-bearing convertible
preferred stock like STRK/STRF/STRD, Coinbase (COIN), Marathon (MARA), Riot Platform (RIOT), Block (SQ)
a. Pros: investor can arbitrage valuation differences between BTC and company value, liquid options
b. Cons: subject to market and idiosyncratic risks related to strategic execution, potential for
overvaluation and “meme” style investing

From Fad to Fundamental

Once dismissed as a speculative fad, Bitcoin has undergone a dramatic transformation into a legitimate
institutional asset class. In 2017, JPMorgan Chase CEO Jamie Dimon famously criticized Bitcoin, declaring it
“worse than the tulip bulbs” and predicting, “It won’t end well. It will blow up”. At the time, Bitcoin was trading
around $2,500 and was portrayed as an unregulated bubble with no intrinsic value. Fast forward to 2025, and
the narrative has significantly shifted with JPM allowing private banking clients to own Bitcoin in portfolios
(though JPM will not yet custody crypto assets within the bank, and Dimon, though more tempered in his
approach, remains a skeptic).
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As trade wars and fiscal excesses have increased investor concerns about the fate of the US dollar, Bitcoin’s role
as a tech-enabled inflationary/devaluation hedge has only increased. Former critics like Larry Fink, Ray Dalio,
and Bill Miller have gone from using terms like “money laundering” and “bubble” to using terms like “digital
gold” and “portfolio hedge” —reflecting Bitcoin’s broadening institutional reception. In a world where global
central banks are continuously willing to print more money, the fixed supply of Bitcoins that are likely to ever
exist (21 million in all) has only become increasingly appealing.

The Institutional Surge: Why Belief in Bitcoin Has Changed

After surpassing $70,000 in 2024, and suffering a ~20% correction in the first quarter of 2025, Bitcoin has
touched new highs over the summer, having reached nearly $121,000 in late July. Bitcoin also demonstrated
surprising resilience through the Liberation Day equity volatility in April, when many overextended tech stocks
suffered severe losses. This dampened volatility is no doubt attributable to the fact that a larger share of Bitcoin’s
ownership base is made up of people & organizations with less speculative, slower-moving investment
philosophies.

A recent Coinbase-EY Parthenon survey shows that 59% of institutional investors plan to allocate over 5% of
their assets to crypto, with Bitcoin being the primary exposure. A key driver of this institutional adoption has
been the rapid growth of spot Bitcoin ETFs (as well as thematic ETF’s which provide exposure to companies
operating in the crypto space.) Over $68 billion from pensions, endowments, family offices, and asset managers,
has flowed into U.S. spot bitcoin ETFs in 2025 alone. In turn, this surge in ETF demand has fueled the
development of a liquid Bitcoin options market, allowing investors to layer more sophisticated volatility
strategies over core Bitcoin exposure (i.e. hedging and current income generation through covered-call writing).
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Global Adoption: Sovereigns, Pensions and Corporations Embrace Bitcoin

Another important pillar in the broadening institutional appetite for Bitcoin is sovereign buyers. In March 2025
the Trump Administration established a Strategic Bitcoin Reserve with 200,000 bitcoins, making it the largest
known state holder of Bitcoin. Texas has established a publicly funded Bitcoin reserve, allocating $10 million to
purchase Bitcoin, while New Hampshire and Arizona have passed legislation enabling them to create
cryptocurrency reserves. El Salvador, Bhutan, Pakistan, Switzerland, Norway, South Korea, and Abu Dhabi have
integrated Bitcoin and/or BTC proxies into their sovereign investment allocations.

In pension land, Wisconsin's State Investment Board, Michigan's State Retirement System, Ohio Public
Employees Retirement System, and California Public Employees’ Retirement System (CalPERS) have all made
multi-million dollar investments into Bitcoin and its proxies. This trend extends internationally, with an
undisclosed, but large UK pension scheme allocating 3% of its portfolio to Bitcoin.

On the corporate side, Tesla, Block, Coinbase, GameStop, and others have added Bitcoin to their balance sheets.
Most notably, MicroStrategy has effectively transformed into a levered Bitcoin investment firm, issuing securities
across its capital structure (senior debt, convertible, debt, and equity) and taking the proceeds to purchase
Bitcoin. From CEO, Michael Saylor, “We view Bitcoin as superior to cash and are expanding our digital asset
strategy to maximize shareholder value.” MSTR currently owns 607,770 Bitcoins with a market value of ~$72
billion. One of it’s convertible preferred stock issue, STRK, is convertible into MSTR at $1,000 share price, bears
an 8% coupon, and a YTW of 6.6% which is taxed as a qualified dividend income (QDI).

Corporate adoption of Bitcoin offers strategic upside but comes with meaningful risks. Firms holding BTC face
price volatility, regulatory uncertainty, and potential earnings distortions, as market swings can impact reported
results. Still, Bitcoin provides a compelling hedge against inflation and fiat debasement, prompting companies
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to treat it as a long-term treasury asset. We believe that the trend of more companies diversifying their dollar
reserves out of cash, and into Bitcoin is likely to continue, particularly in a time where currency, interest rate,
and trade regimes are being upended. We would note however that, though corporate treasury allocations
are a net asset, many of the businesses that have decided to go this route are doing so precisely because
their core businesses are failing, or would have already failed were it not for BTC’s appreciation. It will be

important for us to see more operationally successful firms (like more Mag7 names) deploy capital into
Bitcoin, something that we are hopeful will happen on the back of greater regulatory clarity.

Company Country Bitcoin % of All Bitcoin

1 AlLU.S. Spot ETF's -- us 1,104,534 5.3%
2 Microstrategy, Inc. MSTR us 601,550 2.9%
3 MARA Holdings, Inc. MARA us 50,000 0.2%
4 XXI CEP us 37,230 0.2%
5 Riot Platforms, Inc. RIOT us 19,225 0.1%
6 MetaplanetInc. 3350.T JP 16,352 0.1%
7 Galaxy Digital Holdings Ltd GLXY us 12,830 0.1%
8 CleanSpark, Inc. CLSK us 12,608 0.1%
9 Tesla, Inc. TSLA us 11,509 0.1%
10 Hut 8 Mining Corp HUT CA 10,273 0.0%
11 Coinbase Global, Inc. COIN us 9,267 0.0%
12 Block, Inc. XYZ us 8,584 0.0%
13 Next Technology Holding Inc. NXTT CN 5,833 0.0%
14 ProCap BTC CCCM us 4,932 0.0%
15 Semler Scientific SMLR us 4,846 0.0%
16 GameStop Corp. GME us 4,710 0.0%
17 Cango Inc CANG CN 4,000 0.0%
18 Bitcoin Group SE ADE.DE DE 3,605 0.0%
19 Boyaa Interactive International Limited 0434.HK HK 3,350 0.0%
20 Microcloud Hologram HOLO KY 2,353 0.0%
Total 1,927,591 9.2%

Source: BitcoinTreasury.net

Regulation, Stablecoins, and the Erosion of Bitcoin’s Original Vision

As Bitcoin becomes more integrated into the global financial system, new legislation is reshaping how it’s
regulated and accessed. The FIT21 / CLARITY Acts aim to clarify registration requirements and regulatory
structures for bitcoin market participants, including digital commodity exchanges, brokers and dealers.
Importantly, it also seeks to end the multi-year turf war between the Securities and Exchange Commission (SEC)
and the Commaodity Futures Trading Commission (CFTC).

Additionally, the recently signed GENIUS Act establishes a federal framework for stable coins, requiring 1:1-dollar
reserves, monthly audits, and compliance with identity verification and anti-money laundering rules. Stablecoins
like USDC and USDT are digital currencies pegged to the U.S. dollar, designed to maintain a stable value. They
offer fast, low-cost transactions, making them especially useful for cross-border payments, trading, and in
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regions with unstable currencies. The evolution of regulatory frameworks marks a critical turning point in
Bitcoin’s maturation. By providing regulatory clarity for spot ETFs and stablecoins, these reforms have laid the
legal foundation for institutional participation at scale.

Correlations and TradFi / DeFi Interconnectedness

Rolling 90 Day Correlation (BTC vs. QQQ)
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A common objection to strategic Bitcoin portfolio allocations is that Bitcoin is highly correlated with
growth/tech stocks such that it has minimal value as a diversifier. We make two observations from the
above chart showing the rolling 90-day correlation between BTC and Nasdag 100 (QQQ) daily returns: (1)
BTC and growth stock correlations were lowest in the earlier days of BTC, and have since increased in
tandem with institutional adoption. A January 2025 study by Di Wu of Schonfeld Strategic Advisors titled
Institutional Adoption and Correlation Dynamics: Bitcoin's Evolving Role in Financial Markets, validates
this point. (2) In recent bouts of market volatility (Liberation Day, Japan carry unwind) BTC has held up well
and has been more effective as a portfolio diversifier. The current 90-day correlation between BTC and
QQQ stands at a mere 0.15. What is unique about this period is that stocks have rallied alongside a period
of a weakening dollar, while BTC/ correlations have meaningfully decreased. We interpret this as further

evidence that BTC is increasingly being seen as a store of value, and not a speculative asset.

Itis difficult to say conclusively if institutional adoption and an increasing share of institutional ownership
will continue to decrease correlations with traditional assets (increasing value as a diversifier) or if
institutional ownership will eventually cause Bitcoin to again move in tandem with risk-off moves in risk
assets. With the exception of high frequency quant funds and levered players, institutions are generally
slower to move in their strategic allocations, such that at least for now, we believe that institutional
ownership is a net asset to the stability and direction of BTC.
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Bitcoins Unknown Creator and the Question of Absolute Scarcity

Since its inception, Bitcoin has been shrouded in mystery — starting with its anonymous creator, Satoshi
Nakamoto, who launched the network in 2009 and vanished a year later. Wallets linked to Nakamoto hold over
1.1 million untouched Bitcoins, representing one of the largest personal fortunes in history.

Another key pillar for Bitcoin is its fixed supply, capped at 21 million coins often compared to digital gold. While
this limit is central to Bitcoin’s value proposition, it’s not enforced by law or physical constraint. Instead, it relies
on network consensus. In theory, miners and node operators could alter the supply rules, though doing so would
undermine Bitcoins credibility. Its scarcity is therefore strong but not immutable, sustained by collective trust in
its core principles. Like any store of value, and in contrast to goods which are consumed, Bitcoin has value
because people agree that it has value. This value comes from being a decentralized, democratic platform for
validation, but also from the fact that its supply does not depend on increasingly activist central banks.

A New Age for Bitcoin

Bitcoin was created to operate outside traditional finance—resistant to censorship and central control. Today, it
exists in a system dominated by custodians, compliance frameworks, and regulated products. Bitcoin has evolved
from a decentralized experiment into a globally recognized financial asset, now shaped by the very institutions
it once aimed to bypass. With regulatory clarity, institutional inflows, and sovereign adoption accelerating, its
integration into the financial system is undeniable. Yet this progress raises a deeper question: Can an asset born
to resist centralization remain true to its purpose when managed by custodians, traded through ETFs, and
governed by legal frameworks?

We are believers that the institutional momentum backing Bitcoin will continue to drive flows and more
meaningful allocations. Bitcoin above all, is a technology, and like all technologies what truly matters is adoption.
As more and more people and organizations concern themselves with “owning” Bitcoin instead of “trading”
Bitcoin we believe volatility will become more subdued, feeding a virtuous cycle where allocators look to Bitcoin
as an important portfolio diversifier, and all-weather hedge for moments of deep policy uncertainty.
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Important Disclosures and Disclaimers

This material is distributed for informational purposes only and intended solely for BigSur Wealth Management, LLC (“BigSur” or the “Adviser”) clientele and or other
parties to whom BigSur chooses to share such information. The discussions and opinions in this document (or “report”) are intended for general informational purposes
only, and are not intended to provide investment advice and there is no guarantee that the opinions expressed herein will be valid beyond the date of this document.
While taken from sources deemed to be accurate, BigSur makes no representations regarding the accuracy of the information in this document and certain information
is based on third-party sources (e.g. Bloomberg, Factset, Wall Street Journal) believed to be reliable, but has not been independently verified and its accuracy or
completeness cannot be guaranteed. Any asset allocation proposals described herein are based on proprietary ratings and categorizations which involve varying levels
of subjective analysis and interpretation. The asset allocation breakdown is intended to be a summary of BigSur’s view on each asset class and its risk components
which includes various factors including, but not limited to: market conditions and trends, correlation of securities, volatility, interest rate and issuer risk.

This article is not intended to provide personal investment advice and it does not take into account the specific investment objectives, financial situation, and the
particular needs of any specific investor. Views regarding the economy, securities markets or other specialized areas, like all predictors of future events, cannot be
guaranteed to be accurate and may result in economic loss to the investor. Any strategies referenced BigSur believes may present opportunities for appreciation over
the subsequent time periods. BigSur closely monitors securities discussed and client portfolios and may make changes when warranted as a result of evolving market
conditions. There can be no assurance that any investment strategies and/or performance included or referenced in the article will remain the same and investment
strategies, philosophies, and allocation are subject to change without prior notice.

Any specific securities or companies identified and described may or may not be held in portfolios managed by the Adviser and do not represent all of the securities
purchased, sold, or recommended for advisory clients. The reader should not assume that any investments in securities and/or sectors identified and discussed were
or will be profitable. BigSur may change its views on these securities at any time. There is no guarantee that, should market conditions repeat, these securities will
perform in the same way in the future. Any performance illustrations shown herein have not been audited and may reflect the reinvestment of dividends, interest and
other earnings. Any performance and return illustrations have not been independently verified or audited by BigSur. Returns may be estimated and may not reflect
actual performance. Further, past performance and returns may be subject to revision. BigSur does not undertake to update this information, and the results discussed
may change without notice.

There are many factors that an investor should be aware of when trading options which can impact their overall performance such as market volatility, interest rates,
and time horizon. Investors should only engage in options trading that is best suited to their financial condition and option experience. There is the potential to lose
your entire investment in options as well as suffer unlimited downside loss. The options strategy outlined in this commentary only reflects BigSur’s opinion and is subject
to change at any time. Before trading options, you should understand these risks and carefully review and read the booklet entitled “Characteristics and Risks of
Standardized Options” which is available at www.theocc.com. BigSur can provide you a copy of this booklet as well.

Please also note that this commentary is not investment research or considered a research recommendation for regulatory purposes as it does not constitute substantive
research or analysis. In discussion of any strategy, results and risks are based solely on assumptions and hypothetical examples. Actual results, performance and risks
will vary depending on specific circumstances. You are urged to consider carefully whether such services in general, as well as the products or strategies discussed in
this material, are suitable to your needs.

Certain public offerings of Alternative Investment products (e.g. interests in real estate, private equity and hedge funds) are generally offered in reliance upon an
exemption and do not require registration under the Securities Act of 1933.

Alternative Investments, therefore, pose additional risks which are different from those inherent in traditional investments. Investments in Alternative Investments may
also involve the use of leverage which involves a high degree of risk factors including substantial loss of initial investment. Alternative Investments are not required to
provide periodic pricing or valuation information to investors. As such, Alternative Investments are highly illiquid and are generally not transferrable without the consent
of the sponsor/issuer.

This report may include forward-looking statements and all statements other than statements of historical fact are to be considered forward-looking and subjective
(including words such as “believe,” “estimate,” “anticipate,” “may,” “will,” “should,” and “expect”). Although we believe that the expectations reflected in such forward-
looking statements are reasonable, we can provide no assurance that such expectations will prove to be correct. Many factors including changing market conditions
and global political and economic events could cause actual outcomes, results or performance to differ materially from those discussed in such forward-looking
statements. BigSur shall not be responsible for the consequences of reliance upon any opinion or statements contained herein, and expressly disclaims any liability,
including incidental or consequential damages, arising from any errors, omissions or misuse.

”

This information is highly confidential and intended for review by the recipient only. The information should not be disseminated or be made available for public use or
to any other source without the express written authorization of BigSur. Distribution of this document is prohibited in any jurisdiction where dissemination of such
documents may be unlawful. Please contact your investment adviser, accountant, and/or attorney for advice appropriate to your specific situation.

BigSur Wealth Management, LLC
1441 Brickell Avenue, Suite 1410
Miami, FL 33131

Office (Main): 305-740-6777
Fax: 305-350-9998
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