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In last week’s article, Evan discussed how Bitcoin stacks up as a form of money against gold and fiat. 

 

 

If you missed Gold versus Fiat verses Bitcoin by Evan, click here to check it out now > 

 

 

There is widespread adoption with Bitcoin recognised as a decentralized, digital store of value. For the tech-savvy, 

understanding the technology behind it is a key part of the investment thesis, but for some investors, the attraction is the 

sheer amount of growth in value that has been achieved. 

 

Table 1 (below) illustrates the growth of $100 invested in Bitcoin relative to other assets over the last 10 years. A $100 

invested in Bitcoin 10 years ago is now worth $4.7 million, an annualised growth of 193%, dwarfing other asset returns. 

Recently, some institutional investors have invested in Bitcoin perpetuating its growth, given how scarce it is. 

 

Table 1 : Value of $100 invested 10 years ago (1 May 2011 to 30 April 2021)  

Asset/Security Value Return p.a. 

Bitcoin $1 513 480 162% 

Tesla $12 852 63% 

Nike $1 771 33% 

Amazon $1 545 31% 

Netflix $1 221 28% 

Apple $945 25% 

UnitedHealth $727 22% 

Boeing $376 14% 

S&P 500 $366 14% 

Gold $115 1% 

 

Source: Morningstar Direct (30 April 2021). Bitcoin was invented in 2008 and its use began in 2009. 

 

 

file://///seed-srv1/company/Marketing/Reports/Seed%20Weekly/(2)%20Article%20Content/2018/180124%20Diversification%20by%20Mike%20Browne/www.seedinvestments.co.za
https://www.seedinvestments.co.za/wp-content/uploads/2021/04/Seed-on-Crypto-by-Evan-Smit.pdf
https://www.seedinvestments.co.za/wp-content/uploads/2021/04/Seed-on-Crypto-by-Evan-Smit.pdf


  
 
 

 

_______________________________________________________________________________________________________________________________________ 

 

Data and illustrations compiled by Seed Investment Consultants (Pty) Ltd. Seed is a licensed Financial Services Provider (2346).  

For more information please visit our website on www.seedinvestments.co.za.  

Seed on Crypto 
 

Bitcoin: Is it an Investment Opportunity by Tawanda 

I used the term “invest” loosely, as the question on whether Bitcoin should be considered an investment has in the past been 

debated by investment practitioners. Being a relatively new asset and with little or no trusted valuation models or techniques, 

allowing for the determination of the fair value of the asset, it has been argued that you cannot invest without having an idea 

of what it is worth. 

 

This suggests it is more speculation rather than investment, and the asset’s excellent run is a result of the excessive money 

printing by central banks which has encouraged such speculation. Bitcoin is not investable in regulated products like 

Collective Investment Schemes (Unit Trusts), although it is only a matter of time, with ETFs launching. The following points 

have been raised against “investing” in Bitcoin: 

 

• It is not regulated 

• Lack or trusted valuation techniques/methodologies 

• Speculative asset only doing well because of excess liquidity created by central bank money printing 

• Very volatile hence cannot be used as a store of value 

• It is not ESG friendly because of high energy use in Bitcoin mining 

• It is used for criminal activities (money laundering) 

 

It is not clear whether, comparatively, Bitcoin or cryptocurrency transactions are for criminal activity, as it does not appear to 

be the case. According to Chainalysis Crypto Crime Report, criminal activity represented 2.1% of all cryptocurrency 

transaction volume in 2019, and 0.34% in 2020 (roughly $10 billion in transaction volume), which is low in relative terms. 

 

 

Chart 1 : Total cryptocurrency value sent & received by illicit entities vs. illicit share of all crypto activity 

 
 

Source: Chainalysis 2021 Crypto Crime Report (published 16 February 2021) 
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However, what is prevalent are the numerous cryptocurrency-related scams. South Africa’s Mirror Trading International (MTI) 

was one of the world’s biggest crypto scams in 2020, roping in $588 million worth of Bitcoin across 470,000 transactions. 

Asia’s PlusToken Ponzi scheme was the largest scam in 2019 and took in over $2 billion worth of cryptocurrency from 

investors. This highlights the need for vigilance in dealing with cryptocurrency. 

 

There are legitimate channels of gaining exposure to Bitcoin, for example through registered exchanges. While it does not 

give 100% guarantee (some exchange owners have disappeared with investors’ investments), it does offer means to access 

an asset with potentially a compelling risk-reward profile going forward. Bitcoin, as a monetary network, appears a good 

investment opportunity given the convergence of the following: 

 

• The ongoing move of society to more online usage 

• Scarcity of the currency 

• The Network Effect (increased numbers of people or participants improve the value of the good or service) 

• Potential future inflation with Bitcoin already being viewed by some as a better inflation hedge and defensive asset 

 

The IMF and central banks have been actively looking at digital currencies for future transactions. Central banks may look to 

launch their own digital currencies, but this takes away the decentralised feature. Whether Bitcoin, Ethereum, another 

cryptocurrency or central bank digital currencies end up being the winner, only time will tell. 

 

For now, it is clear the path has been set by Bitcoin and other cryptocurrencies, and the opportunity in this space cannot be 

ignored. However, it requires a vigilant approach. Hopefully, regulated investable products will become available to allow 

more investors to participate. 

 

Kind regards, 

 

 

 

 

 

 

Tawanda Mushore CFA, FRM 

Head of Research 

 

 

All illustrations, forecasts, information and opinions provided within this document are of a general nature and are not 

intended to address the circumstances of any particular individual or entity. This document does not constitute a solicitation, 

invitation or investment recommendation. No party should act upon such information or opinion without obtaining the 

appropriate professional and specialised financial, legal and tax advice based upon a thorough examination of their particular 

situation. 
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DISCLAIMER 

 

Seed Investment Consultants is an Authorised Financial Services Provider in terms of the Financial Advisory and Intermediary Services Act (Act No. 37 of 

2002). The laws of the Republic of South Africa shall govern any claim relating to or arising from the contents of this document. This document may not be 

amended, reproduced, distributed or published without the prior consent of Seed Investment Consultants. 

  

No guarantee is provided as to the values of any financial product mentioned in this document. All illustrations, forecasts, information and opinions provided 

within this document are of a general nature and are not intended to address the circumstances of any particular individual or entity. This document does 

not  constitute  a solicitation, invitation or investment recommendation. While we endeavour to provide accurate and timely information, all illustrations, 

forecasts or hypothetical data are not guaranteed and are provided for illustrative purposes only. We make no representation or warranty, expressed or 

implied with respect to the correctness, accuracy or completeness of the illustrations, forecasts, information or opinions. No party should act upon such 

information or opinion without obtaining the appropriate professional and specialised financial, legal and tax advice based upon a thorough examination of 

their particular situation. Seed Investment Consultants will not be held liable for any direct or consequential loss or damage suffered by any party as a result 

of that party acting on or failing to act on the basis of information or opinion provided by or omitted from this document.  

 

The value of financial products can increase as well as decrease over time depending on the value of the underlying securities and market conditions. 

Changes in exchange rates may have an adverse effect on the value price or income of any product.  

 

Past performance is not necessarily a guide to future performance. Performance has been calculated using net NAV to NAV numbers with income 

reinvested. The performance for each period shown reflects the return for investors who have been fully invested for that period. Individual investor 

performance may differ as a result of initial fees, the actual investment date, the date of reinvestments and dividend withholding tax. Full performance 

calculations are available from the manager upon request.  

 

Prescient Management Company (RF) (Pty) Ltd are registered and approved under the Collective Investment Schemes Control Act (No.45 of 2002). 

Collective Investment Schemes in Securities (CIS) should be considered as medium to long-term investments. There is no guarantee in respect of capital 

or returns in a portfolio. CIS’s are traded at the ruling price and can engage in scrip lending and borrowing. The CIS may borrow up to 10% of the market 

value of the portfolio to bridge insufficient liquidity. A CIS may be closed to new investors in order for it to be managed more efficiently in accordance with 

its mandate. CIS prices are calculated on a net asset basis, which is the total value of all the assets in the portfolio including any income accruals and less 

any permissible deductions (brokerage, STT, VAT, auditor’s fees, bank charges, trustee and custodian fees and the annual management fee) from the 

portfolio divided by the number of participatory interests (units) in issue. Forward pricing is used. In the event that specific CIS in securities are mentioned 

please refer to the relevant Minimum Disclosure Document in order to obtain all the necessary information in regard to that unit trust. In rare instances 

redemption transactions may be subject to a redemption fee. The applicable Prospectus and Key Investor Information Document will be made available 

upon request. 

 

Please note that there are stipulated cut-off times for all documents, notifications of deposit, investment, redemption and switch applications. These cut-

off times are product or fund specific and the applicable guidelines have been stipulated on the relevant supporting or transaction documents, application 

forms and Minimum Disclosure Documents. Where all required and supporting documentation is not received before the stated cut off  time no service 

provider shall not be obliged to transact at the net asset value price as agreed to. Prices are published daily and are available on the Prescient website at 

www.prescient.co.za.  

 

Investors should at all times remain aware of the risks involved in the buying or selling of any financial product. Where foreign securities are included in a 

portfolio there may be potential  constraints on liquidity and the repatriation of funds, macroeconomic risks, political risks, foreign exchange risks, tax risks, 

settlement risks, and potential limitations on the availability of market information. The investor hereby acknowledges the inherent risk associated with any 

selected investments and that there are no guarantees (Paragraph 6(2)(f) of BN92). The Manager retains full legal responsibility for any third-party named 

portfolio (Paragraph 6(1)(g) of BN92). 

 

For any additional information please visit our website on www.seedinvestments.co.za. 
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