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We believe in the old saying: a picture is worth a thousand words. 

Here, we aim to recap recent market action and provide some 

perspective to investors. 

                                                                                                                                                                     November 2021 

BY USING A SIMPLE CHECKLIST 

As cryptocurrency again makes headline news, we thought it might be a good time to revisit the space from a 30,000 foot view. 

With that in mind, we put a simple yes/no checklist to hopefully help investors who are considering this world. So ask:  
 

o Do I understand it? Warren Buffet once declared: “Never invest in a business you can’t understand.” There are 
over 13,000 cryptocurrencies in circulation, each with unique code and functionality (which, in many cases, isn’t 
much at all). Even bitcoin, the most popular cryptocurrency, remains vexing to many – is it a currency, digital gold, 
or something else entirely? There are great resources to learn about this growing space (including our own) but the 
bar for investing hard-earned dollars into an asset should be high. Ask, “have I cleared this bar?” Further, do I 
understand all the ancillary items outside of the investment case? The tax implications? The ways to purchase and 
store? The security of those methods? The potential for regulation?. None should be inhibitors—all investments 
face these questions—but crypto is still new, and many of these are either in flux or unanswered at this time. 
 

o Why am I buying it? FOMO (fear of missing out) is not 
an investment strategy. There are plenty of solid 
investment cases for owning digital assets, including 
diversification capability and potential as an 
inflation/volatility hedge. I even contributed to a paper 
outlining a case for bitcoin as “digital gold.” But the reason 
I’m writing today is that many cryptocurrencies —
including bitcoin—are again near all-time highs, and 
predictably, the Google search trend for “bitcoin” spikes 
and crashes alongside the price (see our chart). So as the 
speculative fervor peaks and valleys, ask yourself why 
you want to own cryptocurrency. Are you investing or are 
you gambling?  
 

o Is the volatility manageable? Cryptocurrencies are ubiquitous today, but they’re a still relatively new. And partially 
because of this, their volatility is well-above most more traditional investments. Bitcoin has seen seven drawdowns 
of 50% or greater since 2012 alone; the S&P 500 has had fewer over the last century. And that’s actually mild when 
compared to some smaller and more obscure coins. Stomaching the pain of market crashes is one of the most 
difficult parts of investing—cash balances spiked following the Covid-19 selloff and have remained elevated. How 
will investors handle the elevated volatility of crypto, especially if the answer to question #1 is just a “maybe”? 
 

o Does it fit into my larger financial plan? Risky (even speculative) assets can have a place in a portfolio pending 
risk tolerance, time horizon, goals, etc. But they’re not for everyone. And further, it’s worth reiterating that investing 
isn’t a game to be played, but rather, a tool to reach both financial and life goals. Every single investment (and every 
financial decision, really) should slot cleanly into a larger plan built around reaching those objectives.  

If you have questions about this or any other markets topic, reach out to your Baird Financial Advisor today. 
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https://www.youtube.com/watch?v=pYACD5eLlgQ
https://www.cnbc.com/2021/03/17/tax-surprise-looms-for-nft-investors-who-use-crypto-.html
https://www.etf.com/sections/bitcoin-crypto/popular-new-bitcoin-etfs-face-hurdles
https://www.etf.com/sections/bitcoin-crypto/popular-new-bitcoin-etfs-face-hurdles
https://www.cnbc.com/2021/08/11/cryptocurrency-theft-hackers-steal-600-million-in-poly-network-hack.html
https://www.cnbc.com/2021/11/04/defi-the-wild-west-of-crypto-is-set-to-face-regulatory-crackdown.html
https://blog.rwbaird.com/blogpost/1512/fomo-fear-of-missing-out
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Disclosures 

This is not a complete analysis of every material fact regarding any company, industry or security. The opinions expressed 

here reflect our judgment at this date and are subject to change. The information has been obtained from sources we 

consider to be reliable, but we cannot guarantee the accuracy.   

This report does not provide recipients with information or advice that is sufficient on which to base an investment decision.  

This report does not take into account the specific investment objectives, financial situation, or need of any particular client 

and may not be suitable for all types of investors.  Recipients should consider the contents of this report as a single factor 

in making an investment decision.  Additional fundamental and other analyses would be required to make an investment 

decision about any individual security identified in this report. 

 

For investment advice specific to your situation, or for additional information, please contact your Baird Financial Advisor 

and/or your tax or legal advisor. 

 

Fixed income yield and equity multiples do not correlate and while they can be used as a general comparison, the 

investments carry material differences in how they are structured and how they are valued. Both carry unique risks that the 

other may not. 

 

Past performance is not indicative of future results and diversification does not ensure a profit or protect against loss. All 

investments carry some level of risk, including loss of principal. An investment cannot be made directly in an index.  

 

Copyright 2020 Robert W. Baird & Co. Incorporated.  

 

Other Disclosures  

UK disclosure requirements for the purpose of distributing this research into the UK and other countries for which Robert 

W. Baird Limited holds an ISD passport. 

 

This report is for distribution into the United Kingdom only to persons who fall within Article 19 or Article 49(2) of the Financial 

Services and Markets Act 2000 (financial promotion) order 2001 being persons who are investment professionals and may 

not be distributed to private clients.  Issued in the United Kingdom by Robert W. Baird Limited, which has an office at 

Finsbury Circus House, 15 Finsbury Circus, London EC2M 7EB, and is a company authorized and regulated by the Financial 

Conduct Authority.  For the purposes of the Financial Conduct Authority requirements, this investment research report is 

classified as objective.   

 

Robert W. Baird Limited ("RWBL") is exempt from the requirement to hold an Australian financial services license.  RWBL 

is regulated by the Financial Conduct Authority ("FCA") under UK laws and those laws may differ from Australian laws.  This 

document has been prepared in accordance with FCA requirements and not Australian laws.   


