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Bitcoin: the first trillion dollar wipe out  

 Bitcoin is not an appropriate asset for retail portfolios 

 It is an instrument for speculation, with no intrinsic value 

 Understanding a bubble is possible.  Timing its end is not. 

 

A great technology, a lousy asset 

In discussions with financial advisers, our position has consistently been that whilst blockchain is 

undoubtedly a breakthrough technology, Bitcoin is not an appropriate asset for retail investors’ 

portfolios. 

It is speculative, has no intrinsic value and will not be adopted by Governments as a recognised 

means of exchange (i.e. currency).  Governments will indeed create their own digital currencies 

linked to the pound or dollar, as different means of delivering money.  So yes digital money will 

happen. It just won’t be Bitcoin.  There is no precedent in history where Governments cede their 

monopoly of money supply and currency to something – or someone – they can’t control.  Bitcoin 

is therefore a speculative asset, like betting on the price of a “dot com” business that had no 

business or income in the 1990s, or of a tulip bulb in the 17th century. 

In light of rising interest rates that is taking some of the “froth” out of markets, this more “boring”, 

middle-aged and unevangelical view of Bitcoin looks like it has the potential to be vindicated.  

Bitcoin price level is -50% off its peak, and implies that almost $1 trillion dollars has been “wiped 

out” in value as the price plummeted to $38,000 last week. 

A complex pyramid? 

The scale of this wipe out reveals the extent to which some have made money at the expense of 

others in what could be perceived as a complex digital pyramid scheme, that has been semi-

professionalised with the creation of a futures market (there were options on dot com shares too, 

remember?).  Similar to actual pyramid schemes, you don’t want to be one of the last ones out.  

So hats off to those who made money along the way and got out.  They’ve had a lucky ride.  But 

that luck will be funded by the misery of others’ losses. 

The FCA is right to keep the ban sales of cryptocurrency derivatives and exchange-traded notes to 

retail investors.  We hope they will hold their nerve in face of intense lobbying.  They have a 

consumer protection mandate, and sometimes consumers need protection from themselves.  But 

sadly many won’t have listened. 

 

https://www.bloomberg.com/news/articles/2022-01-22/bitcoin-extends-slide-and-has-fallen-than-50-from-record-high
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Long-term view on Bitcoin 

Our view is that whilst day-to-day Bitcoin is worth whatever buyers and sellers are willing to pay 

each other to trade their respective greed and fear, its long-run intrinsic value Zero.  The same 

cannot be said of shares or bonds.  Their intrinsic value is linked to earnings and dividends 

(shares), and interest income and term (bonds). 

Bitcoin enthusiasts see it as a replacement to Gold as a “real asset” inflation-hedge within 

portfolios.  We disagree.  Gold & Precious metals have retained intrinsic value over millennia as a 

store of value, means of exchange or adornment which you can touch or wear – despite 

generating neither earnings (like shares) nor interest income (like bonds). 

Implementation options 

Would you bet AGAINT Bitcoin? Whilst it may be tempting to “short” Bitcoin (e.g. via a spread-

betting account), this is as risky as buying it, because the trading patterns of Bitcoin are 

unpredictable, you could be in a position of losing money in the near-term for longer than you 

can maintain it, even if a short position is proven correct in the long-run.  Furthermore, the level of 

volatility is such that you would be required to post substantial margin and keep adding margin if 

the price moves against you.  So the best thing to do about Bitcoin, in our view, is to follow it for 

interest only, but as an “investment” – to ignore it.  Understanding a bubble is possible, but timing 

its end is not. 

For those seeking exposure to the blockchain ecosystem, this can be done by investing in a 

blockchain focused ETF such as Invesco CoinShares Global Blockchain UCITS ETF Acc [London 

Ticker: BCHS] which tracks an index of “global companies from developed and emerging countries 

that are or will be part of the blockchain eco system”, including HIVE BLOCKCHAIN 

https://www.elstonsolutions.co.uk/insights/gold-precious-metals-the-age-old-diversifiers
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TECHNOLOGIES, BITFARMS, and chipmaker TAIWAN SEMICONDUCTOR MANUFACTURING, or 

First Trust Indxx Innovative Transaction & Process UCITS ETF Acc [London Ticker: BLOK] 

 

Summary 

So whilst we are positive on real assets as inflation hedges, Bitcoin isn’t one of them.  It’s not really 

real, and it’s not really an asset. 

 

 

Henry Cobbe, CFA 

Elston Consulting 

  

https://www.elstonsolutions.co.uk/insights/liquid-real-assets-delivers-on-objectives-in-2021
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Find out more 

For more insights and information on research, portfolios and indices, visit: 

www.elstonsolutions.co.uk or NH ETF<Go> 

www.elstonsolutions.co.uk  

ABOUT ELSTON 

We research, design and build investment solutions with and for asset owners, managers 

and advisers. 

Our Research & CPD focuses on multi-asset strategies, index funds and ETFs. 

 

NOTICES 

With reference to the European Union Directive 2014/65/EU on markets in financial instruments (“MiFID II”): this Report 

does not provide a recommendation for an action, provides information freely available for public consumption and does 

not therefore constitute “Research” as defined by MiFID II.  This is because this report contains purely factual information 

on one or several financial instruments or issuers and does not explicitly or implicitly recommend or suggest an investment 

strategy.  It does not therefore constitute an investment recommendation as defined within the meaning of Article 3(1)(35) 

of EU Markets Abuse Regulation (“MAR”), in conjunction with Article 3(1)(34) of MAR.  For further information, please refer 

to ESMA guidance ESMA70-145-111 Version 12. 

With reference to the European Union's Market Abuse Regulation (Regulation (EU) 596/2014): we warrant that the 

information in this report is presented objectively, and the following commercial interests are hereby disclosed: Elston 

Consulting Limited creates research portfolios and administers indices that may or may not be referenced in this report.  

If referenced, this is clearly designated and is to raise awareness and provide purely factual information as regards these 

portfolios and/or indices. 

An “Index” is a Regulated Benchmark.  An “Index Portfolio” is not a regulated benchmark but a research portfolio of index-

tracking investments with a periodic rebalancing scheme. 

All company, product and service names and trademarks used in this article are for identification purposes only and are 

the property of their respective owners, and their usage does not imply endorsement. 

This document is not an advertisement or financial promotion. It is provided for informational purposes only and is not 

intended to be an offer or solicitation, or the basis for any contract to purchase or sell any security or other instrument, 

or for Elston Consulting Limited to enter into or arrange any type of transaction as a consequence of any information 

contained herein. 

This document is issued by Elston Consulting Limited registered in England & Wales, registration number 07125478, 

registered office: 1 King William Street, London EC4N 7AF. 
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