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This article is the first in a series about cryptocurrencies. With the proliferation of these mediums 
of exchange, deeply divided views on whether or not to invest in them have emerged. This article 
provides an overview of cryptocurrencies and the advantages and disadvantages of investing in them.  

Since being created over a decade ago in January 2009, 
the first cryptocurrency, bitcoin, has risen to stratospheric 
heights. Bitcoin remains the largest cryptocurrency in 
terms of market capitalisation, but since its inception a 
number of other smaller cryptocurrencies have emerged 
– some of which have been making strides and have 
seen unprecedented gains in recent months. 

As cryptocurrencies receive increased investment 
attention, it is important to understand these digital 
mediums of exchange in order to, for example, assess 
their level of security and whether or not they make for a 
good investment – if at all. 

What are a cryptocurrencies?
A cryptocurrency, as broadly defined by Investopedia, is 
virtual or digital money which takes the form of tokens 
or “coins”. While some cryptocurrencies have ventured 
into the physical world with credit cards etc., the large 
majority remain entirely intangible and are typically 
exchanged online for goods and services. 

How do cryptocurrencies work?
As explained by Investopedia, cryptocurrencies are 
open source and work using blockchain technology. 
Blockchain is a specific type of database that essentially 
functions as a digital ledger of transactions that is 
duplicated and distributed across the entire network 
of computer systems on the blockchain. Blockchain is 
used in a way that is decentralised, existing outside the 
control of central authorities and governments – with all 
users collectively retaining control.

Cryptocurrency, therefore, largely only exists as 
open-source computer code, without a single bank or 
government creating or regulating the currency. This 
lack of regulation has raised cause for concern – an issue 
that will be looked at in the next article in this series. 

Investing in cryptocurrencies
Institutional investors are increasingly looking 
specifically to bitcoin. In February 2021, for example, Tesla 
became “the latest blue chip to acquire a record breaking 
$1.5bn (R22.4bn) because of its perceived role as digital 
gold – and thus a hedge against inflation,” according to a 
report by Moneyweb. On the other side of the crypto-coin, 
however, investors like Berkshire Hathaway chairman 
and CEO Warren Buffett have been very critical of these 
mediums of exchange. A 2020 CNBC article quoted him 
as saying that “cryptocurrencies basically have no value 
and they don’t produce anything.” Adding that he has no 
cryptocurrency and “never will”.

ADVANTAGES

DISADVANTAGES

Let’s then consider the different and opposing views 
on cryptocurrencies and their future sustainability as 
investments.

Unparalleled transparency: The use of blockchain 
technology allows for transactions using bitcoin 
to be stored on the database, readily available for 
anyone to view at any given time. This is especially 
important for those calling for a more transparent 
banking system.

Instant and constant accessibility: With its relatively 
low operational cost, and speed of transaction, 
cryptocurrency is widely accessible. 

Absolute anonymity: While the transactions 
themselves are transparent, cryptocurrency itself 
is anonymous. This has led to the inevitable 
adoption of this technology by criminal elements. 
Cryptocurrency is widely popular on the dark web, 
as well as the black market, valued for its ability to 
send large sums of money anywhere in the world, 
unregulated and unchecked. 

Highly volatile and speculative: Due to their nature, 
there are no fundamental indicators about these 
assets that investors can use to assess whether 
the price at which they are trading is expensive, 
reasonable or cheap. Supply and demand determine 
price and these are currently entirely driven by 
market sentiment, which is exceptionally fickle. 
Potential traders in these assets should be extremely 
cautious and should not use any cash they cannot 
afford to lose.

Complex technology: Blockchain technology is 
challenging to understand, especially for those who 
aren’t tech-savvy. The large-scale use of this tech 
is a fairly new practice, and constantly developing. 
Without the appropriate understanding of this, 
trading in cryptocurrencies is both unsafe and risky, 
according to a a 2020 Intergovernmental Fintech 
Working Group position paper on crypto assets.

SHORT ARTICLE SERIES

www.at leha-edu.org

Atleha-edu
Speaking life into investment decisions

SHOULD YOU INVEST?

Our purpose at Atleha is to help ordinary South Africans save and invest for a  
better tomorrow.

We do this through Financial Sector Code (FSC)-compliant awareness and interactive 
education programmes focused on retirement fund trustees, management committee 

members and fund members. With education initiatives, such as this short article, we aim 
to provide summarised and simplified technical content as it relates to retirement funds.
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