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Too big to ignore
Market update, March 2021

Given the prominence gained by the 

cryptocurrencies recently, we wanted to synthetize 
the opportunities and risks of investing in this asset 
class.   

On the cautionary side, it’s important to note that 
they have no intrinsic value (as traditional paper 
money) but cannot be compared to currencies either, 
as - of the three features of money, namely unit of 
account, mean of exchange and store of value - only 
the latter is granted. Hence, at its most fundamental 
level, the value of a cryptocurrency is based on the 
faith its adopters put into it. While the huge volatility 
remains a challenge, we believe the major risk stems 
from the restrictions - if not outright prohibitions -
that states may want to impose at some stage. While 
still remote, this risk may paradoxically increase if the 
assets gain momentum, as thereby, governments 
may progressively feel they start to lose control of the 
monetary system.
The main attraction lies undoubtedly in the limited 
quantitative increase (dubbed inflation), finite size 
and hence supply of these assets, in stark contrast to 
traditional currencies, where continued large 
issuances by Central Banks have nurtured a 
perception of debasement. Compared to three years 
ago, it is worthwhile noticing that the sector has 
significantly matured both in terms of 
professionalization (exchanges, controls) and 
institutionalization of participants, contributing to the 
sharp increase in demand that we have witnessed 
recently. 
In the context of a portfolio, in addition to a 
diversification benefit, an interesting feature is the 
asymmetry of returns, which make cryptocurrencies 
akin to an (call) option. 
Any price prediction is highly subjective, as the price 
ultimately depends almost only on the adoption of 
/belief in the asset by investors.
But it is fair to say that the context is favorable: large 
money issuance (mentioned above), close to zero or 
often negative interest rates, lack of alternatives to 
equities and a store of value perceived as modern 
compared to gold. On the other hand, nobody can 
really rule out the possibility that many – and possibly 
all - cryptocurrencies may end up like tulip bulbs in 
the Netherlands back in the XVII Century.

As a result, we believe, a measured allocation (as for 
an option) of the portfolio to the asset class is 
advisable, but for dynamic investors only. Given the 
speculative nature of the investment, it is also 
prudent to have a moderately higher percentage in 
mind to be kept as a maximum at any time.
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Disclaimer to Market Update

What is the Market Update?
The Market Update is a document prepared and published by GMG Investment Solutions (Switzerland) SA (“GMG”), a Swiss 
financial intermediary member of Swiss Association of Asset Managers (SAAM), a Self-Regulatory Organisation (“SRO”) authorized 
by FINMA, or its affiliates (the “Document”). 
The Document is for information purposes only and is intended to provide general comments and notes on select aspects of the 
preceding month’s or stated period’s economic environment, challenges and events. Nothing contained in the Document 
constitutes a solicitation, offer, recommendation, or investment advice to inter alia buy or sell any investment instrument, give 
effect to any transaction, or to conclude any legal act of any kind whatsoever. This Document alone is not intended to form the 
basis for an investment decision, or to replace any due diligence or analytical work required by you in making an investment 
decision. For further important information about this document, please refer to point 4.
Restrictions to access
The Document is for distribution only under such circumstances as may be permitted by applicable law. In particular, this 
Document is not intended and shall not be distributed to:
- US persons and must not be distributed in the USA, or
- In any jurisdiction where its distribution may be restricted by laws applicable to this or similar types of 
documents.
Persons who receive this Document should make themselves aware of and adhere to any such restrictions.
Figures and data
This Document contains figures and data obtained from sources which we believe to be reliable but are not guaranteed by us and 
may be incomplete and may be subject to change without notice. GMG cannot assume responsibility for the quality, correctness,
timeliness or completeness of the information contained in this document.
Important information
No independent financial analysis: This Document is not considered as an independent financial research product under Swiss 
laws and regulations, in particular the directives on the Independence of Financial Research issued by the Swiss Bankers 
Association (SBA) (the “Directives”) and consequently this Document is not governed by the Directives to the publication and 
distribution of independent financial research reports, including relevant restrictions or required disclosures.
No investment recommendation: This Document does not constitute and does not contain information recommending or 
suggesting an investment strategy, explicitly or implicitly, concerning one or several financial instruments or the issuers, including 
any opinion as to the present or future value or price of such instruments. This Document does not contain recommendations to
the general public about financial instruments nor should it be considered as a preparatory act to the provision of an investment 
service or carrying out of an investment activity
No investment advice and no personal recommendation: This document is not and does not contain investment advice and/or 
personal recommendations. In particular, nothing contained in this Document may be considered as a recommendation that is 
made to a person in his capacity as an investor or potential investor, or in his capacity as an agent for an investor or potential 
investor, that is suitable or appropriate to a recipient’s individual circumstances. Nothing contained in this document may be 
considered as an invitation, or suggestion, or recommendation or equivalent to:
- Buy, sell, subscribe for, exchange, redeem, hold or underwrite a particular financial instrument; or
- Exercise or not to exercise any right conferred by a particular financial instrument to buy, sell, subscribe for, 
exchange, or redeem a financial instrument. 
No offer and/or placement of financial instruments: The opinions expressed in this document are based upon the author(s) 
analysis and interpretation of these particulars and are not to be construed as an invitation, solicitation or offer to buy, sell or 
place financial instruments.
Copyright
This document may not be reproduced in whole or in part, or further distributed or published or referred to in any manner 
whatsoever, nor may the information, opinions or conclusions contained in it be referred to without in each case the prior express 
written consent of GMG.


