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The infinite money glitch

The ”Infinite Money Glitch” is a self-reinforcing capital-markets loop in which

MicroStrategy repeatedly raises money (mainly via convertibles and other equity-linked

deals), uses the proceeds to buy more Bitcoin, and—because those buys raise the

stock’s volatility/premium and the value of new conversion options—can sell yet more

paper on favorable terms to buy still more Bitcoin. (FT Alphaville)

The cycle works until market conditions (e.g., lower BTC, lower volatility, or tighter

financing) break it and conversions fail, at which point cash repayment and potential

BTC liquidation become risks.
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Motivation

• Narrow business model: Issue

debt to buy crypto assets

(mostly BTC)

• MSTR holds about 720k BTC

($49.25bn) and is part of the

Nasdaq-100 / MSCI World

• Why do we care?

Systemic and individual risk

⇒ Question: Under what conditions does the infinite money glitch break down?
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The Infinite Money Glitch

t = 0 HF MSTR BTC B f
0 ↓

B0 B0

E[ΠH
0,1|F ] ≈ 1

2

(
ΓCB0,0F0

)
(σ2

S,0 − σ2,imp
S,0 ) > 0 S0 > 0 ∆PB,1 = µBPB,0 + κB

B0

B f
0
+ ε1 > 0

t = 1 HF MSTR BTC B f
1 ↓

B1 B1

E[ΠH
1,2|F ] ≈ 1

2

(∑
τ≤1 Γ

CB
1,τFτ

)
(σ2

S,1 − σ2,imp
S,1 ) > 0 ∆S1 = A1

(
β∆PB,1 + η1

)
> 0 ∆PB,2 = µBPB,1 + κB

B1

B f
1
+ ε2 > 0

t HF MSTR BTC B f
2 ?

Bt

Ft−t0 +
∑

τ≤t Cτ

Bt

Ft−t0 +
∑

τ≤t Cτ

E[ΠH
t,t+1|F ] ≈ 1

2

(∑
τ≤t Γ

CB
t,τFτ

)
(σ2

S,t − σ2,imp
S,t ) ≷ 0 ∆St = A1

(
β∆PB,t + ηt

)
≷ 0 ∆PB,t+1 = µBPB,t + κB

Bt

B f
t
+ εt+1 ≷ 0

5



Model: Core Mechanics

• Convertible issuance: Firm issues zero-coupon convertibles with fixed conversion

premium π ≈ 0.3–0.4:

Kτ = (1 + π) Sτ , cτ =
1

Kτ

• BTC purchases: Proceeds Bt buy Bitcoin: ∆Ht =
Bt
PB,t

• Price impact: Firm purchases drive BTC prices higher:

∆PB,t+1 = PB,t µB + κB
Bt

B f
t

+ εt+1

• Equity amplification: Higher BTC volatility + hedging feedback amplifies equity

moves via amplifier At = 1/(1− ψt):

σ2S ,t = A2
t (β

2 σ2B,t + σ2η)
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Model: Hedge Fund Financing the Loop

• HF financing: Hedge fund shorts convertibles to fund firm’s purchases. Delta

and gamma per $/face:
Qshort

t =
∑
τ≤t

∆CB
t,τ Fτ

• HF rehedging: HF rebalances short dynamically; realized P&L depends on

realized vs. implied volatility:

E
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• Market clearing: At issuance, three constraints bind:

Capital: Bt ≤ KHF
t , Borrowing: ∆CB

t,t Ft ≤ Lt , Stability: 0 ≤ ψt < 1
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Model: Sustainability & Default

• Net asset value: NAVt = Ht PB,t −
∑t

τ=0 Vt,τ Fτ

• Coupon servicing: Recent bonds carry coupons; cash paid reduces BTC

purchases:

∆H1 =
B1 − C0

PB,1
, C0 = q0 F0

When B1 < C0, firm must sell BTC.

• Conversion & insolvency at t = 2: Each tranche converts if S2 ≥ Kτ ; otherwise

requires cash. Default occurs if:

H2 PB,2 <
∑

τ∈{0,1}

Fτ 1{S2 < Kτ}

• Loop breaks if: HF capital exhausted, borrowing constraints bind, stability fails

(ψt → 1), or HF sees negative P&L at t = 1.
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Equilibrium

Definition (Equilibrium)
Given parameters Ω = (Ωc ,Ωfi ,Ωfr ), a three-date equilibrium consists of issuance

decisions {B0,B1}, pricing variances {σ2,imp
S ,0 , σ2,imp

S ,1 }, price paths {PB,t , St}2t=0,

holdings {Ht}2t=0, and convertible Greeks {∆CB
t,τ , Γ

CB
t,τ } such that:

(i) Issuance & BTC purchases: Proceeds Bt buy BTC: ∆Ht = Bt/PB,t .

(ii) BTC price impact: ∆PB,t+1 = PB,t µB + κB Bt/B
f
t + εt+1.

(iii) Equity dynamics & amplification: Hedging feedback ψt drives amplifier

At = 1/(1− ψt), generating variance σ2S ,t = A2
t (β

2 σ2B,t + σ2η).

(iv) HF breakeven & market clearing: At each t ∈ {0, 1} with Bt > 0, implied variance

satisfies σ2,imp
S ,t = σ2S ,t , capital and borrowing constraints bind, and stability holds:

0 ≤ ψt < 1. Otherwise Bt = 0.

(v) Settlement at t = 2: Tranche τ converts if S2 ≥ Kτ = (1 + π)Sτ ; otherwise

requires cash Fτ . Default if H2 PB,2 <
∑

τ Fτ 1{S2 < Kτ}.
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Equilibrium – Solution
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Results – Calibration
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Results – Calibration
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Results – Bitcoin price
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Results – Stock price
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Results – Bitcoin price (crisis calibration)
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Results – Bitcoin price (parameter sweep)
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Results – Bitcoin price (parameter sweep)
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Conclusion – Where are we?

Company Ticker Decline from ATH Company Ticker Decline from ATH

Bit Digital Inc. BTBT > 90% The Blockchain Group ALTBG.PA 70.7%

Cango Inc. CANG > 90% Bitfarms Limited BITF > 70%

Genius Group Ltd. GNS > 90% Cipher Mining CIFR > 70%

Meitu Inc. 1357.HK > 90% Semler Scientific SMLR > 70%

Microcloud Hologram HOLO > 90% Block Inc. SQ ∼ 65%

The Smarter Web Co. SWC:AQSE 83.6% CleanSpark Inc. CLSK > 60%

Hive Digital Tech HIVE > 80% Galaxy Digital Holdings GLXY.TO > 60%

MARA Holdings MARA > 80% Trump Media & Tech DJT > 60%

Riot Platforms Inc. RIOT > 80% Metaplanet Inc. 3350.T 58.6%

MicroStrategy Inc. MSTR 77% Coinbase Global Inc. COIN ∼ 58%

Next Technology Holding NXTT 73% Tesla Inc. TSLA ∼ 51%

Note: Data as of March 2026.
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Conclusion – Where are we?

Thank you!
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