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and Geopolitical Tensions

MINING STRUGGLES

Amid Rising Costs and Geopolitical Tensions

FOR MORE CONTENT LIKE AND FOLLOW ME: @BERTBLEVINS E INCGPT.com

Bitcoin mining, once seen as a highly profitable endeavor, is now facing unprecedented challenges as miners are operating
at a significant loss. With production costs surging and market prices dropping, the economics of mining are becoming
increasingly unviable. In mid-March, production costs for a single Bitcoin were pegged at around $88,000, while the market
price hovered around $69,200, creating a loss gap of nearly $19,000 per coin.

Rising Energy Prices and Geopolitical Factors Driving Costs Up

The primary driver behind this cost squeeze is the escalating price of energy, which is heavily influenced by geopolitical
factors, particularly in the Middle East. The ongoing conflict in the region has led to oil prices exceeding $100 per barrel,
directly impacting electricity costs for Bitcoin miners. The Strait of Hormuz, a critical chokepoint for global oil shipments,
remains effectively closed to most commercial traffic, further driving up energy prices.

This situation has compounded the challenges faced by Bitcoin miners, especially those operating in regions where energy
O costs are particularly sensitive to Middle Eastern supply fluctuations. As a result, many miners have been pushed into a

m position where they are forced to sell more Bitcoin to cover operational costs, which in turn adds further downward pressure
to the market.

Difficulty Adjustments and Network Stress

The difficulties faced by miners are reflected in the Bitcoin network’s performance. In recent weeks, the network difficulty
has dropped by 7.8%, the second-largest negative adjustment of 2026, following an earlier plunge in February due to Winter
Storm Fern. This drop in difficulty signals the network’s natural self-correction mechanism, which reduces the
computational burden on miners as some participants leave the space due to unprofitability.
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However, while the difficulty adjustment helps restore profitability in the long term, the period between when mining
becomes unprofitable and when difficulty adjusts can cause significant financial strain on miners. With difficulty now nearly

PROFIT 10% lower than the start of the year and much lower than the all-time high of November 2025, many miners are struggling to
cover costs, leading to forced Bitcoin sales that further depress market prices.

Hashrate Decline and Longer Block Times

In line with the rising difficulty and economic pressures, the Bitcoin network's hashrate has seen a significant decline.
Currently sitting at roughly 920 exahashes per second (EH/s), the hashrate is well below the record-breaking levels of
2025, when it peaked at 1 zetahash. This decline in hashrate has led to longer block times, with the latest epoch averaging
12 minutes and 36 seconds—well beyond the 10-minute target.

As miners exit the market and the network adjusts, block production becomes slower, and the overall security and efficiency
of the Bitcoin network may be impacted. This slower block time, coupled with the reduction in hashrate, could create further
challenges for the network’s reliability, especially as miners face increasingly thin margins.

Miners Diversify into Al and High-Performance Computing

With mining profitability under pressure, many publicly traded Bitcoin miners are exploring diversification strategies to
stabilize their revenue streams. Companies such as Marathon Digital and Cipher Mining are investing in data centers and
expanding into Al and high-performance computing (HPC) sectors. These industries offer more predictable and steady
revenue than the volatile world of Bitcoin mining, where margins are shrinking and prices are fluctuating wildly.

This shift in focus represents a strategic move to hedge against the risks inherent in mining, providing miners with an
alternative source of income while reducing their exposure to Bitcoin's price volatility. By diversifying into Al and HPC, these
companies hope to secure more stable revenue streams and avoid the financial instability caused by ongoing mining losses.

Bitcoin Price and Market Pressure

Despite the network's self-correcting mechanisms, Bitcoin's market price continues to face downward pressure. As
miners sell off their holdings to fund operations, the supply-side dynamics of the market are skewed, further suppressing
prices. At the time of writing, Bitcoin is trading at around $69,200, a significant drop from its previous highs. As more
miners exit the market, the balance between supply and demand continues to shift, exacerbating the downward price trend.

The global market’s reliance on Bitcoin miners for liquidity adds an additional layer of complexity. With an estimated 43% of
total Bitcoin supply sitting at a loss, the forced selling of Bitcoin by miners further dampens market sentiment. This creates
a precarious situation, where even minor fluctuations in Bitcoin's price can trigger a wave of selling that perpetuates the
downward trend.
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The Path Forward for Bitcoin Miners

As Bitcoin miners face these challenging economic conditions, the future of the industry remains uncertain. With rising
energy costs, geopolitical instability, and an increasing reliance on diversified revenue streams, miners must adapt to
survive. The current market structure is unsustainable for many participants, and only the most resilient miners will be
able to weather this storm.

In the short term, the key to survival will be the ability to adapt quickly to changes in network difficulty, energy prices, and
market conditions. Miners who can effectively balance their operations, reduce costs, and capitalize on alternative revenue
sources such as Al and HPC will be in the best position to navigate the tumultuous environment.

The current state of Bitcoin mining is a reminder of the volatility and risks that come with the industry. While the network's
self-correction mechanisms provide some relief, miners continue to face significant challenges due to rising energy costs
and market instability. As the war in the Middle East continues to exacerbate the energy squeeze, and as Bitcoin prices
remain low, miners will need to find innovative ways to remain profitable. Diversification into Al and high-performance
computing offers a potential lifeline, but the future of Bitcoin mining depends on the industry's ability to adapt to an
ever-changing landscape.
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