
This is our weekly update covering the crypto markets brought to you by our partners at zerocap 
who serve institutional and high net worth clients investing in the digital asset space. 

Enjoy...

Digital assets… value is in the eye of the beholder?

We’ve had many questions lately about where the Bitcoin price sits in relation to intermarket flows, 
and whether it represents deep value. I’ll preface this by saying that short-term noise is virtually 
impossible to forecast right now. Many of my buddies that run short-term algorithmic trading strate-
gies for Hedge Funds and CTAs are getting pretty killed. You just have to look at the S&P500’s recov-
ery in the face of the US jobless claims data:

S&P 500 Monthly Chart back to 2014

https://capexinsider.com/weeklies/


Is the S&P is trying to tell us that the economic conditions are back to what they were one year ago? 
Look at the rally on this sucker already, and we still have a few weeks left in April.

US Jobless Claims back to 1968:

Well holy shit, that’s what a 30 sigma event looks like. Pretty tough to backtest this kind of event. 
Remember in statistics class, that weird bell curve?

Source: Wikipedia

https://en.wikipedia.org/wiki/Standard_deviation


So what is actually happening? Why are the equity markets rallying like one of the bulls ate a bat? 
What’s going on with Bitcoin? Why does nothing make sense??!

We are in the eye of the storm of the largest global stimulus package of all time. Most of the devel-
oped world’s Central Banks are doing it. It’s all the rage. The sheer scale of this stimulus is leading 
to all kinds of dislocations in the markets, and is skewing (as in disregarding) the regional and global 
growth influence on capital flows. Whether the Fed (or Trump) can save investor pain in the short-
term is anyone’s guess.

Source: Bloomberg

We do, however, know that printing insane amounts of money requires some balancing in our portfo-
lios. There’s a lot of research out there on having gold as part of a portfolio, and recently Van Eck and 
Morningstar came together to produce similar studies on Bitcoin in a portfolio. Essentially, holding 
some portion of Bitcoin in your portfolio since 2012 would’ve decreased annualised volatility and 
improved risk adjusted returns. The crux of the study it is illustrated in the chart below:

https://www.bloomberg.com/live/us
https://brrr.money/


Source: Van Eck, with data from Morningstar

The word 'uncorrelated' is thrown around alot, but what we actually have here with Bitcoin is beta 
that shifts between modes on underlying macro environments. For example, during the early stages 
of the Iran crisis Bitcoin rallied along with safe-havens, yet entering the Covid-19 crisis, it correlated 
more with risk assets and equity markets.

Our view is that the Bitcoin side of the portfolio has huge potential in the coming months and years. 
As outlined many times in the past, it’s an asset that has limited overall supply, and basically mimics 
gold’s mining output. However, Bitcoin does not have the delivery issues of gold when supply chains 
are disrupted, and it is much easier to acquire and trade in countries where the proverbial shit can hit 
the fan. Arguably, Central Banks and Governments are leading the more developed countries in this 
direction, and for these reasons - we see Bitcoin on the move.

http://vaneck.com/
https://capitalistexploits.at/colliding-brain-cells-with-a-savvy-venezuelan-part-1/


When do I get in?
Back to the original question – where are we in terms of value? 

At the beginning of the Covid-19 crisis, we saw gold take a dive, primarily from margin requirements 
and capital reallocation. Now that things have settled, margin calls intact (or credit lines blown), gold 
has begun a nice climb to the topside. 

Gold vs Bitcoin Daily Chart back to July 2019:

Gold taking the lead, and given recent correlations, BTC looking pretty undervalued down here.

The USD – the liquidity haven. Similar story, albeit with more two-sided volatility.

USD vs Bitcoin Daily Chart back to July 2019:



Bitcoin looks pretty good down here too.

So what would be the catalyst for catching up to its haven counterparts? Three potential scenarios:

1. Liquidity CRUNCH



Souce: John Kicklighter DailyFX

Tough to say if we actually make it to a cash crunch. There is that much liquidity entering the system 
right now, that even hefty deleveraging would be softened by stimulus. That said, if we see inflation 
in goods and services, coupled with low employment and negative growth, then that becomes a pret-
ty serious trust issue; (dis)trust that the suits up top can actually buy their way out of this one. In that 
scenario, we could see exodus into assets that hedge inflation, whilst providing capital growth.

2. Halv(en)ing

Potato, “potardo”, however you call the halving/halvening – it’s on the way, with a few different sce-
narios possible. Halving occurs roughly every four years, decreasing the rate at which Bitcoins are 
released into circulation. The next Bitcoin halving is expected to occur in the week commencing 18 
May 2020, when the number of blocks hits 630,000. It will see the block reward fall from 12.5 to 6.25 
Bitcoins. You see, although Bitcoin has a supply cap of 21 million coins, not all of these have been 
released yet. To release new Bitcoins into circulation, they are distributed as rewards for Bitcoin 
miners, the dudes and dudettes around the world that solve algorithms to ensure Bitcoin’s ledger of 
transactions stays true and correct.

This clever supply-decreasing algorithm was chosen because it approximates the rate at which com-
modities like gold are mined. Interestingly, the last Bitcoin will be mined after the 64th halving event, 
which should take place around 2140, whereby block rewards will be replaced by transaction fees.

If you want a fantastic overview of the halving and Bitcoin‘s functions from someone who is clear, 
concise and easy on the eyes, check out Crypto Casey’s explanation. She does an awesome job.

Source: Crypto Casey

Prior halvings have generally seen Bitcoin price depreciation straight after the event, before rallying 
to new highs months later. There are many theories for this, ‘buy the rumour, sell the news’, consol-
idation in miners, amongst others. Messari Research put together some interesting charts showing 
the lead up to the prior two halvings (Yes, two. There have only been two halvings so far, so I wouldn’t 
call any insights here statistically significant).

http://dailyfx.com
https://www.youtube.com/watch?v=0mZ22iBFAOA
https://www.youtube.com/watch?v=0mZ22iBFAOA


Source: Messari Research

We had a bullish lead up to the prior two halvings, whereas today we have a relatively bearish lead 
up. What does this mean? Some would call buying now at a deeper level of value than the other two 
halvings, others would say entering bearish is a bearish signal. Statistically the above means squat all, 
but intriguing nonetheless. Ultimately the market will decide if this is a great enough catalyst to send 
it on the next run.

3. Gentle catchup

And the third possibility, which presents the most boring, and therefore probably the most plausible 
outcome. Bitcoin gently follows gold and the USD to new highs, breaking $8,000 and heading toward 
the descending trendline up at $9,500. I will say though, if it breaks $10,000 I think we will see a 
strong move up. It’s a psychological level, with lots of options derivatives and strike prices ready to 
damage leveraged traders. If it’s a clear break, watch out. Could see a quick move. Kaboom!

https://messari.io/


Jon de Wet

ZeroCap helps private clients, high net worth individuals and institutions purchase and custody digi-
tal assets. If you would like to know more hit up JD at vip@zerocap.io.

Don’t miss the boat!
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