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FTX, once the world’s third largest cryptocurrency exchange valued at $32 

billion, declared bankruptcy in mid-November. A month later, its founder 

and former CEO was arrested and charged with fraud. The spectacular 

collapse of FTX has generated headlines and caused ripple effects 

elsewhere in the crypto sphere. Nevertheless, we do not expect financial 

contagion to reach traditional markets. 

The latest crypto failure 
FTX declared bankruptcy on November 11, 2022, falling suddenly from its onetime valuation of $32 billion. The troubled 

centralized cryptocurrency exchange collapsed in a scenario resembling a classic bank run, where too many investors tried to 

withdraw their funds at once, leaving one million creditors in its wake. While traditional banks are highly regulated with 

specific liquidity requirements, crypto firms are largely unregulated. Therefore, despite stating in its own terms of service 

that it would not lend out customer funds, FTX was essentially free to do just that. As a result, when crypto investors lost 

confidence and attempted to withdraw their money from the cryptocurrency exchange, they found it was not there―and had 

been replaced by FTX’s own cryptocurrency. By mid-December, FTX founder and former CEO Sam Bankman-Fried was arrested 

and charged with fraud. 

FTX’s failure has led to the failure of other businesses within the crypto sphere, most recently BlockFi, a cryptocurrency 

lender. The collapse itself was triggered in part by previous failures within the industry (Terra Luna, 3AC, Celsius). While the 

collapse of FTX has the potential for further impacts within the world of cryptocurrencies, we do not expect it to spill over 

into traditional asset classes. The insulated nature of the crypto market keeps the potential for contagion low. While FTX’s 

$32 billion in lost value may seem staggering, consider that the market capitalization of a single company like Apple is over $2 

trillion.1  

Billions of dollars in debt 
As more details emerge about the misdeeds of FTX and its trading affiliate Alameda Research (also founded by Sam Bankman-

Fried), the operation looks more and more like a classic Ponzi scheme. FTX loaned its customers’ capital to Alameda as 

collateral in exchange for FTT, a cryptocurrency that FTX itself issues. When FTT began to fall in value amid volatility caused 

in part by other crypto failures (Terra Luna, 3AC, Celsius), Alameda was unable to meet its margin calls. Crypto investors 

subsequently lost confidence in FTX and began withdrawing their funds—leaving the cryptocurrency exchange out of cash and 

$8 billion in debt. 

                                                      

 

1 https://finance.yahoo.com/quote/AAPL?p=AAPL&.tsrc=fin-srch 

https://finance.yahoo.com/quote/AAPL?p=AAPL&.tsrc=fin-srch
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Our view: speculation, not investment 
We understand the allure of cryptocurrency investing, which has been known to surge in value by over 1,000 percent in a 

single year.2 However, such astronomical gains are hardly guaranteed for any type of investment, but even less so for digital 

assets. While the return potential of traditional assets such as stocks, bonds, and real estate can be evaluated based on the 

fundamental strength of an underlying business (looking at its forecasted earnings and asset levels), crypto assets have no such 

underlying businesses to evaluate; their return potential is anyone’s guess. While these traditional investments may not be 

known to deliver quadruple-digit gains in a year, their return projections are typically grounded in relatively reasonable 

projections. 

And, as the FTX scenario underscores, the crypto space is largely unregulated and volatile. Accordingly, SEI does not make any 

strategic allocations to cryptocurrencies or related businesses. While some of our alternative investment managers may have 

small positions in the space, those holdings are an insignificant portion of a diversified portfolio. 

The real value of cryptocurrencies 
The cryptocurrency market is just beginning to mature, and the supportive value of digital coins remains difficult to price. 

Cryptocurrencies and blockchains (the public digital ledgers that record cryptocurrency transactions) appear to have promise 

as technology disrupters. On the contrary, it is the underlying technologies driving cryptocurrencies that most seem to interest 

corporations, entrepreneurs, venture capitalists, and even central banks and government institutions. We have been and will 

continue to monitor the space as new ideas, potential benefits, and risks of crypto-currency related investments emerge. 

 

 

  

                                                      

 

2 https://www.statista.com/statistics/326707/bitcoin-price-index/ 

https://www.statista.com/statistics/326707/bitcoin-price-index/
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Important information  

The information contained herein is for general and educational information purposes only and is not intended to constitute 
legal, tax, accounting, securities, research or investment advice regarding the Strategies or any security in particular, nor an 
opinion regarding the appropriateness of any investment. This information should not be construed as a recommendation to 
purchase or sell a security, derivative or futures contract. You should not act or rely on the information contained herein 
without obtaining specific legal, tax, accounting and investment advice from an investment professional. This material 
represents an assessment of the market environment at a specific point in time and is not intended to be a forecast of future 
events, or a guarantee of future results. There is no assurance as of the date of this material that the securities mentioned 
remain in or out of the SEI Strategies. Positioning and holdings are subject to change.  

Information contained herein that is based on external sources or other sources is believed to be reliable, but is not 
guaranteed by SEI, and the information may be incomplete or may change without notice. This document may not be 
reproduced, distributed to another party or used for any other purpose.  

There are risks involved with investing, including loss of principal. Diversification may not protect against market risk. There 
may be other holdings not discussed that may have additional specific risks. Narrowly focused investments and smaller 
companies typically exhibit higher volatility. International investments may involve risk of capital loss from unfavourable 
fluctuation in currency values, from differences in generally accepted accounting principles or from economic or political 
instability in other nations. Emerging markets involve heightened risks related to the same factors, in addition to those 
associated with their relatively small size and lesser liquidity. Bonds will decrease in value as interest rates rise. High yield 
bonds involve greater risks of default or downgrade and are more volatile than investment grade securities, due to the 
speculative nature of their investments. SEI products may use derivative instruments such as futures, forwards, options, 
swaps, contracts for differences, credit derivatives, caps, floors and currency forward contracts. These instruments may be 
used for hedging purposes and/or investment purposes. Digital assets such as cryptocurrencies and blockchain are highly 
volatile, unregulated, susceptible to error and hacking and can be affected by discontinuation. Please ensure you are aware of 
the risks before investing. 

While considerable care has been taken to ensure the information contained within this document is accurate and up-to-date, 
no warranty is given as to the accuracy or completeness of any information and no liability is accepted for any errors or 
omissions in such information or any action taken on the basis of this information.  

The value of an investment and any income from it can go down as well as up. Investors may get back less than the original 
amount invested. Returns may increase or decrease as a result of currency fluctuations. Past performance is not a reliable 
indicator of future results. Investment may not be suitable for everyone. If you should have any doubt whether it is suitable 
for you, you should obtain expert advice.  

Not all strategies discussed may be available for your investment.  

This material is not directed to any persons where (by reason of that person’s nationality, residence or otherwise) the 
publication or availability of this material is prohibited. Persons in respect of whom such prohibitions apply must not rely on 
this information in any respect whatsoever.  

The views and opinions within this document are of SEI only and are subject to change. They should not be construed as 
investment advice.  

This information is made available in Latin America and the Middle East FOR PROFESSIONAL (non-retail) USE ONLY by SIEL. 

Israel 

SIEL is not licensed under Israel’s Regulation of Investment Advising, Investment Marketing and Portfolio Management Law, 
5755-1995 (the “Advice Law”) and does not carry insurance pursuant to the Advice Law. No action has been or will be taken in 
Israel that would permit a public offering or distribution of the SEI Funds mentioned in this email to the public in Israel. This 
email and any of the SEI Funds mentioned herein have not been approved by the Israeli Securities Authority (the “ISA”). 

Singapore  

The offer or invitation to subscribe for or purchase shares of the Sub-Funds (the “Shares), which is the subject of this 
Information Memorandum, is an exempt offer made only: (i) to “institutional investors” pursuant to Section 304 of the 
Securities and Futures Act, Chapter 289 of Singapore (the “Act”), (ii) to “relevant persons” pursuant to Section 305(1) of the 
Act, (iii) to persons who meet the requirements of an offer made pursuant to Section 305(2) of the Act, or (iv) pursuant to, 
and in accordance with the conditions of, other applicable exemption provisions of the Act.  

No exempt offer of the Shares for subscription or purchase (or invitation to subscribe for or purchase the Shares) may be 
made, and no document or other material (including this Information Memorandum) relating to the exempt offer of Shares 
may be circulated or distributed, whether directly or indirectly, to any person in Singapore except in accordance with the 
restrictions and conditions under the Act. By subscribing for Shares pursuant to the exempt offer under this Information 
Memorandum, you are required to comply with restrictions and conditions under the Act in relation to your offer, holding and 
subsequent transfer of Shares. 

Hong Kong 

This information is being made available in Hong Kong by SEIAL. The contents of this document have not been reviewed by any 
regulatory authority in Hong Kong. You are advised to exercise caution in relation to the offer. If you are in any doubt about 
any of the contents of this document, you should obtain independent professional advice.  

South Africa 

Issued in South Africa by SEI Investments (South Africa) (Pty) Ltd. FSP No. 13186 which is a financial services provider 
authorised and regulated by the Financial Sector Conduct Authority (FSCA). Registered office: 3 Melrose Boulevard, 1st Floor, 
Melrose Arch 2196, Johannesburg, South Africa. 


