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Are you looking to invest in a relatively new type of asset that is roughly four times as volatile as
the S&P 500 index? Then you might be interested in some new ETFs that have come on the
market.

The 11 new ETFs, some from venerable names like Franklin Templeton, Invesco, Fidelity,
Blackrock, and iShares, and others from firms like Valkyrie and Bitwise, have one thing in
common: they were set up to invest in a cryptocurrency called Bitcoin.  They all put their
investor money directly into the tokens, which are stored in digital wallets, which means their
returns will mirror the bumpy price trajectory of Bitcoins in the crypto marketplace.

That can be a good thing or a bad thing, depending on how you view investing. The first thing to
know is that the Bitcoin tokens, like all of the 1,000+ cryptocurrency tokens circulating on
various exchanges, are not backed by any government or tangible asset, and the Securities and
Exchange Commission seems to be bending over backward to tell the world that these are highly
speculative investments.

The second thing is risk (often measured by volatility of returns) vs. return. Bitcoin fell more
than 81% in 2022 and 72% in 2018. But it gained 160% in 2023 and 302% in 2020. If you
were lucky enough to buy $100 worth of Bitcoin when the tokens were first issued in 2008, you
would be a multi-millionaire today. If you had purchased in the middle of 2013, you would have
enjoyed a $2,500% return by the end of 2023. Proponents will point out that Bitcoin has
outperformed all other asset classes over various time periods. Detractors will note that Bitcoins
exist only as blips in a computer network called the Blockchain, unlike tangible assets like gold
or silver, unlike shares of actual companies like Apple and Amazon.
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Who’s right? Who knows. But the point of the ETFs is that they allow ordinary investors who
wouldn’t know how to exchange dollars for Bitcoin on the Coinbase exchange, who don’t have
the expertise to move Bitcoins to a cold wallet to protect them from poaching hackers in North
Korea, can now invest in the asset in a relatively convenient manner. 1It’s helpful to remember
the SEC’s characterization of the tokens; most investors would be wise to limit their Bitcoin
exposure to 5% of the overall portfolio at most, 1% for a reasonably cautious investor, and 0% if
you’re not willing to invest in something that might (if the detractors are right) vaporize its value
and generate a 100% loss.

One other note: Bitcoin holdings are taxed as if they are property, not as investments, under
current IRS rules. The term ‘currency’ in cryptocurrency is a bit misleading in this regard; if the
dollars in your purse or wallet gained in value, it would not be a taxable event when you spend
them at the grocery store. But when you buy or sell Bitcoin, you are subject to capital gains
taxes, just like stocks.
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Sources:

https://www.bitcoinmarketjournal.com/bitcoin-vs-sp-500/

https://www.goodfinancialcents.com/bitcoin-annual-returns/

https://www.okx.com/learn/comparing-bitcoin-and-sandp500-charts-and-correlation-to-stocks

https://klementoninvesting.substack.com/p/the-most-important-equation-or-why

https://www.fool.com/investing/2024/01/12/bitcoin-etfs-are-here-which-one-should-you-buy-if/

https://www.investopedia.com/terms/v/volatility.asp

https://www.investopedia.com/spot-bitcoin-etfs-8358373

https://www.investopedia.com/tech/taxes-and-crypto/
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If you have any questions about this article or want to discuss your family finances, investment
portfolio, or financial planning advice, please call on me anytime at my number (215) 325-1595
or you can click here to schedule a meeting.

Please feel free to forward this article and offer to anyone you know who might have financial
questions or need some unbiased advice. Most financial advice is sales advice. In stark contrast,
we are fee-only (non-commissioned) fiduciary advisors. We just provide truthful, unbiased

advice to our clients.

Jeffrey Broadhurst
MBA, CFA, CFP
Broadhurst Financial Advisors, Inc.
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**PRIVACY NOTICE**

This message is intended only for the individual or entity to which it is addressed and may
contain information that is privileged, confidential, or exempt from disclosure under applicable
federal or state law. You are hereby notified that any dissemination, distribution, or copying of
this communication, except in accordance with its intended purpose, is strictly prohibited.

Our physical and mail address:
1911 West Point Pike
P.O. Box 301
West Point, PA 19486-0301

Contact us:
Phone: (215) 325-1595
Email: jeff@broadhurstfinancial.com
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