
Cryptocurrencies, a digital media of exchange originally designed in 

response to the global financial crisis, are once again grabbing headlines. 

After a gain of more than 1000% in 2017, their combined market value 

fell close to 80% over the next 12 months. Recently however, bitcoin has 

rebounded substantially, surpassing its all-time high, and investors are 

once again questioning the potential role of cryptocurrencies in a broad 

investment portfolio (Exhibit 1).

Exhibit 1: Bitcoin Surpasses 2017 Peak
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Source: Bloomberg. Data spans 19/7/2010-31/12/2020.

As COVID-19 wreaked havoc through 2020 on the global economy, 

monetary and fiscal policy authorities responded with stimulus measures 

that far eclipsed responses during the global financial crisis. For example, 

over a three-month span in 2008, the U.S Federal Reserve (Fed) added $1.3 

trillion of assets to its balance sheet. By comparison, in the three months 

following the first mandated COVID-19 shutdowns, the Fed added roughly 

$3 trillion in assets to a balance sheet that now tops $7.2 trillion (Exhibit 2).
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Snapshot

	› Investor interest in cryptocurrencies has 
increased exponentially as bitcoin recently 
surpassed its all-time high.

	› Dramatic action by global central banks 
and governments to combat the COVID-19 
pandemic has led to a massive increase 
in government debt, boosting interest in 
traditional “hard” stores of value such as 
silver and gold. 

	› The finite nature and lack of state 
sponsorship have been tailwinds to 
bitcoin in these unusual times; however, 
cryptocurrencies remain generally in their 
infancy. Extreme volatility and sky-high 
regulatory risks make the asset class a 
highly speculative investment and not an 
appropriate strategic holding in a goals-
based investment portfolio.
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Exhibit 2: Federal Reserve Balance Sheet Runs Higher

U.
S.

 Fe
de

ra
l R

es
er

ve
 To

ta
l A

ss
et

s 
(U

SD
,B

illi
on

s) 

0

1000

2000

3000

4000

5000

6000

7000

8000

20
02

20
03

20
04

20
05

20
06

20
07

20
08

20
09

20
10

20
11

20
12

20
13

20
14

20
15

20
16

20
17

20
18

20
19

20
20

Source: St. Louis Fed. Data as at 23/12/2020.

Throughout the first half of 2020, growing economic uncertainty and a weakening US 

dollar (due to the growing debt to GDP position of the US) drove investor interest in 

traditional “hard” currencies such as gold silver. Following the US election in November, 

bitcoin in particular rapidly appreciated on the prospect of additional fiscal measures, as 

well as positive vaccine news, both of which raised the spectre of inflationary pressure 

(Exhibit 3). 

Exhibit 3: Bitcoin Returns Race Past Gold and Silver

■ USD/Bitcoin ■ USD/Gold (1 oz) ■ USD/Silver (1 oz)
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Source: Bloomberg. Data as at 31/12/2020.

As technology disruptors, cryptocurrencies and blockchains, or the public digital ledgers 

where cryptocurrency transactions are recorded, do appear to have promise. The digital 

assets tend to attract individuals seeking a degree of privacy that they cannot get from 

conventional banking and payment systems. Meanwhile, corporations, entrepreneurs, 

venture capitalists and even central banks and government institutions are more 

interested in the underlying technologies driving cryptocurrencies.

Many organisations are looking at how this technology can be used to improve 

operations and business outcomes. Their aim is to create a direct, secure and verifiable 

person-to-person system for payments that would be entirely private and digital, thereby 

removing traditional third-party intermediaries like banks. Whether this leads to actual 

paradigm shifts or just fosters marginal enhancements to businesses remains to be seen. 

Ironically, wider acceptance of these technologies may require more centralisation and 

third-party verification, which would cause them to become more similar to the systems 

they were designed to replace.
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As can be expected given the nascent currency or technology, cryptocurrencies can 

exhibit extreme levels of volatility. Bitcoin, the most widely followed cryptocurrency, has 

exhibited realised volatility in excess of 100%, far exceeding that of the S&P 500 Index, 

gold or the euro. (Exhibit 4). 

 

Exhibit 4: Bitcoin a Volatile Store of Value

Ro
llin

g 2
4-

Mo
nt

h S
ta

nd
ar

d D
ev

iat
ion

 (%
) ■ USD/Bitcoin ■ S&P 500 Index ■ USD/Gold (1 oz) ■ USD/EUR

0

20
40

60
80

100
120

140
160

2013 2014 2015 2016 2017 2018 2019 2020

Source: Bloomberg. Data as at 31/12/2020.

The cryptocurrency market is just beginning to mature, and the supportive value of  

digital coins remains difficult to price. We view them as highly speculative instruments, 

which makes them an unsuitable investment choice for pursuing important financial 

life goals—particularly for investors who can’t afford the high risk of permanently losing 

money. In our view, it is far too early to consider including cryptocurrencies in a strategic 

investment portfolio. 
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Important Information
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. Investment in the funds or products that are 
described herein are available only to intended recipients and this 
communication must not be relied upon or acted upon by anyone 
who is not an intended recipient.

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. 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.

SEI Investments (Europe) Limited acts as distributor of collective 
investment schemes which are authorised in Ireland pursuant to the 
UCITS regulations and which are collectively referred to as the “SEI 
Funds” in these materials. These umbrella funds are incorporated in 
Ireland as limited liability investment companies and are managed 
by SEI Investments Global Limited, an affiliate of the distributor. 
SEI Investments (Europe) Limited utilises the SEI funds in its asset 
management programme to create asset allocation strategies for its 
clients. Any reference in this document to any SEI funds should not 
be construed as a recommendation to buy or sell these securities 
or to engage in any related investment management services. 
Recipients of this information who intend to apply for shares in any 
SEI fund are reminded that any such application must be made 
solely on the basis of the information contained in the prospectus 
(which includes a schedule of fees and charges and maximum 
commission available). Commissions and incentives may be paid 
and if so, would be included in the overall costs.) A copy of the 
prospectus can be obtained by contacting your financial adviser, SEI 
relationship manager or by using the contact details shown below.

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

Investments in SEI Funds are generally medium- to long-term 
investments. 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. Additionally, this investment may not be suitable for 
everyone. If you should have any doubt whether it is suitable for you, 
you should obtain expert advice.

In addition to the normal risks associated with equity investing, 
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. SEI Funds 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.

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.

This information is issued by SEI Investments (Europe) Limited, 1st 
Floor, Alphabeta, 14-18 Finsbury Square, London EC2A 1BR which is 
authorised and regulated by the Financial Conduct Authority. Please 
refer to our latest Full Prospectus (which includes information in 
relation to the use of derivatives and the risks associated with the 
use of derivative instruments), Key Investor Information Documents 
and latest Annual or Semi-Annual Reports for more information 
on our funds. This information can be obtained by contacting your 
Financial Adviser or using the contact details shown above. SEI 
sources data directly from FactSet, Lipper, and BlackRock, unless 
otherwise stated.

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.

A number of sub-funds of the SEI Global Master Fund plc and the 
SEI Global Investment Fund plc (the “SEI UCITS Funds”) have been 
approved for distribution in South Africa under s.65 of the Collective 
Investment Schemes Control Act 2002 as foreign collective 
investment schemes in securities. If you are unsure at any time as to 
whether or not a portfolio of SEI is approved by the Financial Sector 
Conduct Authority (“FSCA”) for distribution in South Africa, please 
consult the FSCA’s website (www.fsca.co.za).

Collective Investment Schemes (CIS) are generally medium to long 
term investments and investors may not get back the amount 
invested. The value of participatory interests or the investment 
may go down as well as up. SEI does not provide any guarantee 
either with respect to the capital or the return of an SEI UCITS Fund. 
The SEI UCITS Funds are traded at ruling prices and can engage 
in borrowing and scrip lending. A schedule of fees and charges 
and maximum commissions is available upon request from SEI. 
The SEI UCITS Funds invest in foreign securities. Please note that 
such investments may be accompanied by additional risks such 
as: potential constraints on liquidity and the repatriation of funds; 
macroeconomic, political/emerging markets, foreign currency risks, 
tax and settlement risks; and limits on the availability of market 
information. 

For full details of all of the risks applicable to our funds, please refer 
to the fund’s Prospectus. Please contact your fund adviser (South 
Africa contact details provided above) for this information.

This commentary is intended for information purposes only 
and the information in it does not constitute financial advice as 
contemplated in terms of the Financial Advisory and Intermediary 
Services Act.


