
CRYPTOCURRENCIES AND YOUR INVESTMENTS

There have been a number of client queries on Bitcoin and other cryptocurrencies. While there is excitement in this advancement, these 
technologies and the applications built on top of them are still in their infancy. Volatility of outcomes, with numerous successes as well as 
failures, should be expected in this type of emerging technology. In this note we give you our brief view on cryptocurrencies, specifically relating 
to Bitcoin. 

For your interest, we have also included the Mercer research paper on cryptocurrencies that goes into more detail on the hype and the 
challenges facing cryptocurrencies. Click here to read the note.
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How Bitcoin has been used

Bitcoin is the first instance of decentralised peer-to-peer electronic 
value transfer and numerous competing cryptocurrencies 
have been launched subsequent to its launch in 2009. Bitcoin 
has had many useful applications, taking off as an alternative 
currency and, in some instances, is solving real human problems. 
Venezuelans, for example, have used Bitcoin as a hedge during 
hyperinflation of its national currency. The transfer of payments 
from individuals in developed economies to families at home in 
developing economies is another example where clear value has 
been added. These use cases also highlight potential inefficiencies 
in current payments technologies.

The deflationary supply schedule of Bitcoin and the attention in 
the innovative technology has also caused some to use Bitcoin as 
a speculative asset class. Sharp price gains grab the headlines of 
financial media and can easily distract from these fascinating 
value-adding use cases where real human problems are being 
solved.

Alexander Forbes Investments and cryptocurrencies 

While Bitcoin and cryptocurrencies are exciting, there remain 
numerous and serious risks. For example, cryptocurrencies and  
most of the companies in this space aren’t currently regulated. 
There is unlikely to be adequate legal recourse if something 
unexpected goes wrong. The South African Reserve Bank (SARB) 
and National Treasury have warned as much in their 2014 paper on 
cryptocurrencies. Cryptocurrency enthusiasts must be aware that 
the lack of regulation implies they are entirely personally liable for 
their decisions which is stark contrast to institutional investments 
where numerous layers of due diligence endeavour to diversify away 
from numerous investment risks. 

Regulation 28 allows retirement funds to allocate up to 2.5% of 
their investment to ‘Other assets’. Some people have argued that 
this could potentially include a portion to cryptocurrencies, such as 
Bitcoin; however, there has been no clarification from the Regulator 
in this regard. Currently we don’t view cryptocurrencies as an 
investable proposition to include in our portfolios and will not be 
allocating any portion to Bitcoin or any other cryptocurrency.

We will keep our clients informed of our views over time. 
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