Bitcoin – Out of nowhere…sort of…
History/Background
Bitcoin is one of a number of digital currencies, or
cryptocurrencies, that exist in the marketplace today.
Bitcoin was created by a programmer or group of
programmers using the name Satoshi Nakamoto in 2009
as a medium to complete online financial transactions.
Bitcoin and other cryptocurrencies are peer to peer
systems where transactions can be accomplished
without a third party, financial institution.
The network is based on open source code that
provides cryptographic proof of transactions using
blockchain technology to create a shared but
anonymous public ledger of all transactions.
Blockchain is a method of storing data such that each
new data element embeds a copy of the prior
elements all the way back to the beginning. The
network relies on a system of digital encryption checks
and balances to verify and process each transaction to
the new blockchain.
As of September 2017, it is estimated that more than
1,000 cryptocurrencies exist with a total market value of
$140 billion. Seven cryptocurrencies represent roughly
85% of the total value of digital currencies and Bitcoin is
estimated to represent roughly 49%.
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Challenges of Cryptocurrencies
The nature of these digital currencies also introduces a
number of potential challenges:
▪
▪
▪
▪

Limited and changing regulation
Possible illegal activity
Permanency of records
Volatility of values

Cryptocurrency as an Investment
Since its launch, Bitcoin has also taken on some of the
characteristics of an investable asset. In fact, Bitcoin
futures contracts will soon begin trading on both the
CME and the CBOE.
The price of the currency
advanced more than 800 fold since late 2012. In 2017,
Bitcoin has received much attention due to its meteoric
rise and its significant volatility. It is estimated that more
than 100 hedge funds with more than $2.0 billion in
assets have been launched to capitalize on this
perceived opportunity. The volatility of the value of
Bitcoin makes it a candidate for speculators but may
compromise its legitimacy as a medium of exchange.
Many observers note that the Bitcoin experience is
more extreme than many recent bubble episodes.
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Advantages of Cryptocurrencies
As a medium of exchange, digital currencies have a
number of advantages including:
▪
▪
▪
▪

No financial intermediary involvement required
Limited transaction fees
Transparency of all transactions
Anonymity of user information

ACG’s Position
The key to long-term success is maintaining a disciplined
strategic approach to investing that embraces
diversification and minimizes downside risk over time.
Prudent risk taking is appropriate and necessary for the
generation of long-term growth. However, highly
speculative investments in early stage opportunities
may expose an investment program to capital losses
that are imprudent. Despite concerns about any single
cryptocurrency investment, the underlying blockchain
technology may present significant future process
enhancements and investment opportunities.
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General Notes and Disclaimers
The views expressed herein are those of Asset Consulting Group (ACG). They are subject to change at any time. These views do not necessarily reflect
the opinions of any other firm.
This report was prepared by ACG for you at your request. Although the information presented herein has been obtained from and is based upon
sources ACG believes to be reliable, no representation or warranty, express or implied, is made as to the accuracy or completeness of that information.
Accordingly, ACG does not itself endorse or guarantee, and does not itself assume liability whatsoever for, the accuracy or reliability of any third party
data or the financial information contained herein.
Certain information herein constitutes forward-looking statements, which can be identified by the use of terms such as “may”, “will”, “expect”,
“anticipate”, “project”, “estimate”, or any variations thereof. As a result of various uncertainties and actual events, including those discussed herein,
actual results or performance of a particular investment strategy may differ materially from those reflected or contemplated in such forward-looking
statements. As a result, you should not rely on such forward-looking statements in making their investment decisions. ACG has no duty to update or
amend such forward-looking statements.
The information presented herein is for informational purposes only and is not intended as an offer to sell or the solicitation of an offer to purchase a security.
Please be aware that there are inherent limitations to all financial models, including Monte Carlo Simulations. Monte Carlo Simulations are a tool used to
analyze a range of possible outcomes and assist in making educated asset allocation decisions. Monte Carlo Simulations cannot predict the future or
eliminate investment risk. The output of the Monte Carlo Simulation is based on ACG’s capital market assumptions that are derived from proprietary
models based upon well-recognized financial principles and reasonable estimates about relevant future market conditions. Capital market assumptions
based on other models or different estimates may yield different results. ACG expressly disclaims any responsibility for (i) the accuracy of the simulated
probability distributions or the assumptions used in deriving the probability distributions, (ii) any errors or omissions in computing or disseminating the
probability distributions and (iii) and any reliance on or uses to which the probability distributions are put.
The projections or other information generated by ACG regarding the likelihood of various investment outcomes are hypothetical in nature, do not
reflect actual investment results and are not guarantees of future results. Judgments and approximations are a necessary and integral part of
constructing projected returns. Any estimate of what could have been an investment strategy’s performance is likely to differ from what the strategy
would actually have yielded had it been in existence during the relevant period. The source and use of data and the arithmetic operations used for
calculating projected returns may be incorrect, inappropriate, flawed or otherwise deficient.
Past performance is not indicative of future results. Given the inherent volatility of the securities markets, you should not assume that your investments will
experience returns comparable to those shown in the analysis contained in this report. For example, market and economic conditions may change in the
future producing materially different results than those shown included in the analysis contained in this report. Any comparison to an index is for comparative
purposes only. An investment cannot be made directly into an index. Indices are unmanaged and do not reflect the deduction of advisory fees.
This report is distributed with the understanding that it is not rendering accounting, legal or tax advice. Please consult your legal or tax advisor concerning
such matters. No assurance can be given that the investment objectives described herein will be achieved and investment results may vary substantially
on a quarterly, annual or other periodic basis. There is no representation or warranty as to the current accuracy of, nor liability for, decisions based on
such information.
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