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The Safer It Falls

Strategy’s credit calculator grades every preferved as safer the further its price drops — because the length of the test is set by the

market price.

TONG618 CAPITAL RESEARCH - MSTR $154.67 - BTC $83,464 - CLOSES 29 SEP 2026 - THE AUGUST
EVALUATION OF THE MODEL

The question. Strategy (MSTR) has relaunched its bitcoin-credit calculator (strategy.com/credit/risk). For each
preferred series it shows a "BTC Risk" — the modelled chance the company's bitcoin stops covering that claim — and
a "BTC Credit" spread built on it; a new tab turns the market price into an "implied" bitcoin return. Holders of STRC,
STRD, STRK and STRF will read these as a grade. Before using a grade, check two things on the page itself: does a
junior claim ever grade safer than the senior one in front of it, and does the same security grade safer when its own
price falls?

The answer is yes to both, for one reason. The calculator tests each security over a window it calls "Duration," and
that window is computed from the security's market yield. A lower price means a higher yield, a higher yield means a
shorter window, and a shorter window gives bitcoin less time to fall below the cover. The cheaper a preferred gets,
the shorter its exam, and the better its grade.

THE WINDOW THE MODEL TESTS — STRD AT THREE PRICES

O $100.00 | | 10.3 yrs — 8.37%
O $72.98 | | 75yrs - 5.95%

$50.00 | | 5.3yrs - 3.44%
STRD BTC RISK - BEHIND STRK AT 6.72%

THE JUNIOR CLAIM, GRADED SAFER FLOOR $17,492 — UNCHANGED AT EVERY PRICE

THE NUMBERS

5.95% vs 6.72% BTC Risk shown for STRD and for STRK (29 Sep). STRD ranks behind STRK and needs a higher bitcoin price

($17,492 vs $15,837) to stay covered. It grades safer, because it is tested over 7.5 years instead of 9.6.
85 — 37 bps STRD's modelled spread at $100 and at $30, with bitcoin, the floor and every dial unchanged.

50 = 30 bps the same for STRC, at par and at $60.

= —4% 2 = -24% the bitcoin return the new tab would report the market "implies" for STRD, at $100 and at $50 (reconstructed

by the glossary's formula; the page displays -11.8% at today's price).

81>73 bps the page's BTC Credit column keeps STRD behind STRK, and its floors and BTC Ratings reproduce from the
8-K's holdings and cash balances and the page's own notionals. The ordering problem is in the probability
column — not, at today's prices, in the spread, and never in the balance sheet.

The company's case, first. Publishing the model at all, with its definitions and most of its formulas in its glossary, is rare
and useful; the floors and coverage multiples are honest balance-sheet arithmetic, and this note relies on them. Its
disclaimer lists, in its own words, what the model leaves out — cross-defaults, other liabilities, the $101 call on STRC —
and states that it assumes every dividend is paid in full when scheduled. Macaulay duration — the value-weighted
average time at which a holder receives a security's cash flows — is a standard measure, and a preferred bought at a

TONG618 Capital - Page 1 of 4


file:///Users/keythbeck/ClaudeCode/research/mstr-btc-credit-model/
file:///Users/keythbeck/ClaudeCode/research/mstr-btc-credit-model/

wide or too narrow, what bitcoin will return, or anyone's intent.

The page, and the inversion

higher yield has a shorter one, so a shorter window is a defensible convention. The spread column keeps the securities
in seniority order (STRD 81 bps, STRK 73), and the page says plainly that a gap between market and model "does not
mean any security is mispriced." Tested here: whether the convention preserves seniority in the probability it labels;
whether a security's own grade is independent of its own price; whether the spread column escapes the problem; and
whether Implied BTC ARR can be read as the market's view of bitcoin. Not tested: whether any Strategy spread is too

SECURITY (SENIORITY ORDER) PRICE DURATION (YRS) BTC FLOOR BTC RATING BTC RISK BTC CREDIT
STRF $103.83 10.6 $2,332 35.8x 0.18% 2 bps
STRC $99.56 84  $13,141 6.4x 4.08% 50 bps
STRE €79.13 8.2 $14,183 5.9x 4.51% 57 bps
STRK $74.66 96  $15837 5.3x 6.72% 73 bps
STRD $72.98 7.5 $17,492 4.8x 5.95% 81 bps

BTC FLOOR ($) BTC RISK SHOWN (%)

sTRF [ 2,332 f o18%

How to read it. One row per preferred, in the calculator's own seniority order: each row's floor includes the claims of every row above it,
so floors and BTC Risk should both rise down the table. All columns are the page's own outputs on 29 September at its default inputs
(bitcoin $83,464, volatility 40%, return 10%). The one thing to see: STRD's BTC Risk is lower than STRK's although its cover is thinner.

If bitcoin is below $15,837 it is also below $17,492, so STRD cannot be less likely to lose its cover than STRK. The two
percentages answer different questions, and the difference is the Duration column. The page shows the same
inversion at every input setting we tried (40%/0%: STRK 23.5% vs STRD 19.2%; 60%/0%: 51.3% vs 45.1%).

Why: the exam gets shorter as the mark gets worse

STRD pays $10 a year. At $100 that is a 10% yield and a 10.3-year window; at $72.98, 13.7% and 7.5 years; at $50, 20%
and 5.3 years. Nothing about the claim or its floor changes — only the years the model gives bitcoin to fall below
$17,492, and large falls need time. Macaulay duration measures how long the holder's money is at work, and for that it
is right. The problem is using a measure of the holder's payback period — set by the market price of the security being
graded — as the horizon for the collateral's risk. It is as if the student with the lower mark last time sits a shorter paper
this time: fewer mistakes, not more knowledge.
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The same security at different prices — STRD, floor $17,492, all other inputs at the page's defaults

STRD PRICE $100 $80 $72.98 (29 SEP) $60 $50 $30
Duration (yrs) 10.3 8.3 7.5 6.3 5.3 3.3
BTC Risk 8.37% 6.63% 5.95% 4.57% 3.44% 1.20%
BTC Credit 85 bps 83 bps 81 bps 75 bps 67 bps 37 bps
"Implied BTC ARR" (reconstructed) -3.8% -9.4% -11.8%  -17.5%  -23.6%  -45.7%
STRD PRICE WINDOW THE MODEL TESTS (YEARS) BTC RISK - BTC CREDIT
$100.00 | : : : : : : : : : — 10.3 8.37% - 85 bps
$80.00 | - - - - - - - — 8.3 6.63% - 83 bps
$72.98 | | 75 5.95% - 81 bps
$60.00 | | 6.3 4.57% - 75 bps
$50.00 | | 5.3 3.44% - 67 bps
$30.00 | ' : — 3.3 1.20% - 37 bps

How to read it. One security; only its market price changes across the columns. Duration follows from the price by the page's formula;
BTC Risk and BTC Credit are the page's formulas at that Duration (the 29 September column reproduces the page). Implied BTC ARR is
the bitcoin return the Pricing tab would report the market is assuming at that price, reconstructed by the glossary's formula with the risk-
free yield held at its 29 September value (5.15%); the page itself displays only the current-price figure. The one thing to see: as the price

falls, the modelled risk and spread fall and the "market pessimism" rises.

The spread column does not escape it: across securities it keeps order because a smaller probability is divided by
fewer years; within one security it falls with the price and, at the page's defaults, never leaves the "investment grade"
band. For an STRC holder: if STRC fell from $99.56 to $80 with nothing else changing — STRC's monthly rate reset is
designed to encourage trading near par, so the example isolates the formula rather than a likely state — the page
would show its risk falling from 4.08% to 2.81% and its spread from 50 to 42 bps — the market saying riskier, the
calculator saying safer, both reacting to the same price.

What to take from the page

Use the floors, the BTC Ratings and the claim stack: they are the balance sheet arranged by rank, reproduce from the
filings, and update live. Leave any comparison — between securities or over time — that uses BTC Risk, BTC Credit,
Derived Price or Implied BTC ARR; each carries a window set by the security's own price. The fix is small: one horizon
for the preferred stack, leaving the floors, ratings and formulas untouched. At a common 9.6 years STRK grades 6.7%
and STRD 7.8% — the order the floors already gave. Even then, a one-date test understates a security with no
maturity: on the page's own inputs bitcoin touches STRC's floor at some point within 8.4 years with about twice the
probability shown, and at some point over a perpetual's life with 63%. Touching the floor is not a default; it is the state
in which the share-sale program is most likely to be impaired and the dividend would fall on the cash reserve.

Two facts a holder should also hold: the model's BTC Rating, BTC Risk and BTC Credit appear in the free-writing
prospectuses used to sell STRC (filed 3, 14 and 24 August), so the metric is part of the offering record, not only the
website; and in the week of 21 September the company itself bought about a fifth of STRC's trading volume, so the
market price the new tab reads back is partly the company's own bid.
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What would change our view. If the page's Duration for a series stops tracking that series' price, or the company
publishes one fixed or perpetual-life horizon for the stack, the mechanism described here no longer exists and this note
retires. Mirror: if the Durations keep tracking prices through the next move of 10% or more in any series' price, in either
direction, the reading stands. If the company documents another adjustment that reproduces 5.95% and 6.72% without
the horizon difference, the explanation here is wrong even if the inversion remains.

~ APPENDIX

Sources & Method

Page outputs, glossary formulas and disclaimers read from strategy.com/credit/risk, /credit/pricing and /notes on 29
September 2026 at bitcoin $83,464, at four input settings; verbatim transcription in data/dashboard-check-2026-
09-29.md. Duration = (1 + y/n)/y with y = annual dividend =+ price (page glossary). BTC Risk = ®([In(F/S,) - (ARR -
02/2)-T1/(a{T)), BTC Credit = -In(1 - BTC Risk)/T — the construction reverse-engineered in the August note, with the
drift corrected to the arithmetic convention on 13 September; at the page's rounded durations it reproduces the 29
September page within a quarter of a percentage point; Implied BTC ARR by the glossary's published inversion,
reconstructed across the price ladder with the risk-free yield held at 5.15% (a duration-matched yield moves the $100
figure to about -3.6%); touch probabilities by the reflection principle for the same price model
(data/inversion model.py, data/first passage 2026-09-29.py, outputs archived). Prices: official closes 29
September (STRF $103.83, STRC $99.56, STRK $74.66, STRD $72.98); STRE €79.13 from the page. Holdings 847,666
BTC, USD assets $6.02B, STRC repurchases 1,534,530 shares against 7,146,449 traded (21-25 Sep): Strategy 8-K of
28 September 2026 (acc. 0001193125-26-403417) and daily bars; FWPs: EDGAR acc. 0001193125-26-330767,
-352145, -363557. The 0%-return case is the no-assumption case, not a view; nothing here is a view on bitcoin's
return or on the fair spread of any Strategy security. Prior note relied upon: The Solvency Map Is Not the Credit, 12
Aug 2026.

DISCLOSURES

Methodology & data. This note evaluates a disclosure tool published by Strategy Inc.; all "model" figures are the tool's own outputs as read on the date stated, and all "market"
figures are exchange closes as dated. The formulas used to reproduce the tool's outputs are the ones the tool's glossary publishes; price-ladder and common-horizon figures are
conditional arithmetic on those formulas with one input changed, not forecasts. "BTC Rating," "BTC Risk," "BTC Credit," "Derived Price" and "Implied BTC ARR" are Strategy's labels
for its own illustrative metrics, not ratings from any rating agency.

Information only. TON618 Capital. This report is for information purposes only. Nothing here is an offer to sell or a solicitation of an offer to buy any security, fund interest, or
digital asset, and nothing here is personalized investment advice or a recommendation regarding any instrument.

Publisher's exclusion. All research is published solely as general, impersonal information of regular circulation. It is not tailored to the objectives or circumstances of any individual
and is not issued in connection with compensation from any client. The Fund has no clients and distributes all research free of charge. On that basis it publishes in reliance on the
publisher's exclusion from the definition of "investment adviser" under the Investment Advisers Act of 1940 (§202(a)(11)(D); cf. Lowe v. SEC, 472 U.S. 181 (1985)).

Registration & conflicts. TON618 Capital is not registered as an investment adviser or broker-dealer in any capacity. The Fund is a Bitcoin fund and may hold or transact in the
securities or digital assets it discusses; material conflicts are disclosed where they exist. Ownership: the Fund is long bitcoin and holds no position in MSTR common stock, MSTR
derivatives, or MSTR preferred or convertible securities (STRF, STRC, STRE, STRK, STRD), long or short, as of the report date; MSTR and its preferred securities are BTC-
correlated instruments, which the reader should weigh. Compensation: the Fund received no compensation from any party in connection with this report and charges nothing for
it.

Use of Al. Artificial intelligence is used in the creation of this research. All methodology and data integrity are reviewed and approved before publication by TON618 Capital's Chief
Investment Officer, Keyth Beck; errors may nonetheless occur, and readers should verify independently.

CFA. This report was prepared to align with CFA Institute analytical standards (methodology only). CFA® and Chartered Financial Analyst@ are registered trademarks owned by
CFA Institute. That reference describes the analytical framework applied; it does not imply the report was prepared, reviewed, or authored by a CFA charterholder, and the report
is not issued, reviewed, endorsed, certified, or approved by — nor affiliated with — CFA Institute.

Risk & feedback. Past performance is not indicative of future results. Digital assets and equities are volatile and may result in total loss of capital. Corrections and feedback are
welcome — please direct them to CIO Keyth Beck at keyth@ton618capital.com. Version 1.0.
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