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Bitcoin and other cryptocurrencies have become more of a household name. 

 

But what is a cryptocurrency and how does it work?  More importantly, how and why should it be part of your 

portfolio? 

 

In the past few years, we have experienced dramatic changes brought on by politics, COVID, and a social shift as 

technology becomes a broader part of our world. One key change is the creation of cryptocurrency. 

 

Fiat money is a currency issued by a government that is not backed by a commodity and governments control the 

value and the supply. For the past 50 years, the main global currency has been the U.S. dollar, and we in Canada 

compare to that value.  The “fiat” currencies around the world have become less stable as governments apply tactics 

to printing and generate more money into the system to stimulate and manage the economy.  As different strategies 

are applied, there has been decreasing confidence in this system. 

 

The use of different currencies and the many different banking systems in each country make it difficult to send money 

around the world.  How can it be transferred safely?  How is it valued?  How is it converted?  Are the systems 

coordinated?  Many items have to be in place to ensure that the multitude of systems can operate efficiently. 

 

Then, along comes cryptocurrency and its underlying technology “blockchain”. 

 

Blockchain is a system of recording information in a way that makes it difficult or impossible to change, hack, or cheat 

the system. A blockchain is essentially a digital ledger of transactions that is duplicated and distributed across the 

entire network of computer systems on the blockchain.  It’s considered secure and safe because it's harder to 

manipulate. 

 

Bitcoin itself is a currency that is not affiliated with any government, and there is a pre-set amount of bitcoin.  The 

amount is slowly being released, but they are close to full release now.  On top of that, it can be transferred using 

secure blockchain technology,  and no individual government can create more at its will. 

 

A challenge of cryptocurrency is it has taken time to be accepted.  It has not been supported by any government, and 

they are all now working through how it can work within our current systems.  For example, who is willing to accept 

it as currency?  How is it taxed?  People have been known to hold it and trade it almost like gold recognizing what 

could be a capital gain or loss. 
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There are two facets to consider:  the amount of Bitcoin in the system and the value of each Bitcoin. 

 

We are slowly seeing the term “cryptocurrency” come into the mainstream.  It is becoming more readily accepted as 

a currency that can be used to pay for things.  It is also paving the way for other digital currencies to be created - and 

there have been thousands.  Even Facebook was considering its own digital currency. 

 

Over time, the value of Bitcoin has appreciated tremendously.  Why don’t all portfolios hold it? 

 

Most analysts believe that because it’s such a new type of product, basically a new asset class, and because it does 

not generate anything, it’s very difficult to determine if its value is sustainable or some of the growth is simply hype. 

The volatility in the past few years has been more extreme than virtually any other asset, both up and down. There 

have been comparisons to gold as there is a specific amount, and similar to mining for gold, there can slowly be more 

found.  Historically, it is believed this is a hedge for inflation.  However, that base level has not yet been proven and 

that is why most analysts are cautious about adding it as a key part of a portfolio. Slowly some managers have added 

exposure.  If this is the case, then up to 5% of a portfolio could have exposure to gold and cryptocurrency.   

 

How do you purchase it?  That has been the challenge.  To be able to purchase it in the past, you needed to do your 

homework and purchase through special brokers. It’s not as easy as going to a bank to purchase 100 Bitcoin and put 

it in your wallet.  Recently, it has become more readily available through ETFs trading on the Canadian market. Evolve, 

Purpose, and CI are some of the companies with this offering.  Some tech portfolios have held Bitcoin and various 

companies that have participated in its development.  

 

Always be aware of what you own and how the valuation can fluctuate.  Speak with somebody that can assist you in 

determining how it can benefit your personal assets or not. 

 

This topic is a whole new area, with lots of different opinions and if you’d like to read more, please check out some of 

these articles: 

 

Ninepoint.com/alt-thinking/audio/the-case-for-bitcoin/ 

Pwc.com/us/en/industries/financial-services/fintech/bitcoin-blockchain-cryptocurrency.html

 


