


What to say to someone who says Crypto is too risky?

Key Takeaways
❖ We explore how “risky” Bitcoin and Ether truly are when compared to a number of

popular technology stocks that have been common investments in recent years

❖ We see evidence indicating the relative safety of Bitcoin and Ether in <2.5%
drawdowns when comparing against the “SMART” stocks and Tesla, Inc.

❖ Drawdowns below 5% show less favorable figures for Bitcoin and Ether, but these have
rapidly improved in the recent time horizon and getting better

❖ Most notably, Bitcoin and Ether lead the group in daily closes of 2.5%+, with Ether
topping the chart across the time periods we are looking at

❖ In terms of absolute drawdowns, Bitcoin and Ether demonstrate notably lower risk
than the “SMART” group  and the China Concepts Stocks

❖ Data for Bitcoin is particularly encouraging, demonstrating lower loss potential than
both Netflix, Inc. and Meta Platforms, Inc.

❖ Bitcoin’s strongest open in 2022 was just under $47.5k, whereas the weakest open was
at $36.3k, representing a 23.6% maximum unrealised loss this year. Perhaps we can
compare this to NVIDIA Corp (30.6% max. unrealised loss), Meta Platforms, Inc.
(45.0%), Roku, Inc. (57.2%) and then talk about what is truly “risky”!
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Overview
As cryptocurrency continues to proliferate the mainstream and we increasingly find casual
coffee shop chit chat turning to discussions on the next major token, we should prepare
ourselves for the inevitable appearance of the infamous crypto skeptic. While adoption is on
the rise and basic understanding is slowly improving, all too often do we hear a skeptic exclaim
“Oh, crypto? That’s too risky for me!”. It is to counteract this very assertion that we have
prepared this short piece comparing Bitcoin and Ether with other popular technology stocks.
Next time a skeptic downplays crypto but mentions their recent purchase of Tesla, you can be
sure to have something to add. Ahead, we explore the perceived risk of Bitcoin and Ether
when compared with a basket of popular technology stocks and show what truly is the
“risky” choice.

How do Bitcoin and Ether compare with popular technology
stocks?

In dispelling the rumors regarding crypto being a “riskier” asset class, we consider an analysis
of the frequency with which Bitcoin, Ether and other popular technology stocks (and an
ETF) drawdown by 2.5% and 5.0% at the daily close. We also look at the number of
instances with which the asset’s experience a rally of 2.5% or above.

The frequency of the moves have been counted since April 2020 and split into four different
categories.
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Figure 1 - Frequencies of Bitcoin, Ether and BNB & Tech Stocks +2.5%, -2.5% and
-5.0%

Source: Binance Research

Key Observations

❖ Bitcoin moves in a more controlled manner than Ether, with the second largest crypto
showing more instances of both rallies and troughs. This would be in line with popular
narrative painting Bitcoin as a store of value and Ether as a slightly more speculative
asset and would, on a basic level, indicate Bitcoin more suitable to a “HODL” strategy,
while Ether may potentially show more favor to traders

❖ Considering total frequencies since April 2020, our crypto coins demonstrate the
largest amount of sub 5% drawdowns. However, all of the “SMART” group of
companies, Tesla, Inc., Tencent Music and the Ark Innovation ETF have a higher
total of sub 2.5% drawdowns
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❖ The “FAANG” group of companies have notably lower levels of volatility, with Apple
Inc. and Alphabet Inc. displaying particularly low levels of risk. Amazon, Meta and
Netflix have low levels of sub 5% closes, but have a fair share of those below 2.5%,
particularly in recent times

❖ Time has been favorable for Bitcoin and Ether, with more recent data for drawdowns
showing relatively higher amounts of volatility in the “SMART” and China Concepts
groups and other stocks such as NVIDIA Corp. and Baidu, Inc.

❖ The most notable observation is drawn from the fact that Bitcoin and Ether
undoubtedly lead the group in terms of closes above 2.5%, with Ether winning in
almost every category. Clearly, assuming participants do not sell at local bottoms, the
potential for consistent profits in just the top two cryptocurrencies is worth noting

The next aspect we consider are absolute drawdowns. These represent the maximum
unrealized loss if one bought the asset at the highest price and held it to the lowest point i.e.
the largest decrease in the value of an asset from its high.
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Figure 2 - Maximum drawdowns of Bitcoin, Ether and BNB and popular technology
stocks

Source: Binance Research

Key Observations

Bitcoin and Ether demonstrate notably lower amounts of risk, by our measure, than the
“SMART” group and China Concepts group. Of note, Bitcoin shows a lower potential for
losses than both Meta Platforms, Inc. and Netflix, Inc.

❖ It is worth noting the significant drawdown risk in the China Concepts group,
including the average, which remains elevated, despite including the top 20
companies by market cap(1)
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❖ In a similar note to Figure 1, time has been helpful, with Bitcoin and Ether showing
lower volatility when compared to a large number of competing stocks in recent
months

❖ Example: Bitcoin’s strongest open this year was just under $47.5k, whereas the
weakest open was at $36.3k, representing a 23.6% maximum unrealised loss.
Compare this to NVIDIA Corp (30.6% max. unrealised loss), Meta Platforms, Inc.
(45.0%), Roku, Inc. (57.2%), Netflix, Inc. (44.7%) and DiDi Global Inc. (66.2%) and you
can tell me what is truly “risky” !

The final analysis we completed revolves around investment. Quite simply, for those that
invested $100 at the start of the year - how much is that worth now?

Figure 3 - Current value of $100 investment in Bitcoin, Ether and BNB and popular
technology stocks

Source: Binance Research

Key Observations

❖ Both Bitcoin and Ether are among the top assets to have held year-to-date, with
Bitcoin ranking in the top 10 (excluding Apple Inc., Amazon.com, Inc., and Alphabet
Inc., Bitcoin ranks in the top 5)

❖ Only one stock in the group (Alteryx, Inc.) has appreciated in value across the year
so far

❖ Investing in Bitcoin and Ether would have put you in a better financial place than
investing equally among the rest of the group



What to say to someone who says Crypto is too risky?

Figure 4 - Current value of $100 Jan-21 investment in Bitcoin, Ether and BNB and popular
technology stocks

Source: Binance Research

Key Observations

❖ This comparison from January 2021 particularly highlights the divergence between
Bitcoin, Ether and tech stock performance in the recent time period, with crypto
looking materially more attractive

❖ The best performing asset in our bucket is Ether, up 153% in the time period. This is
a 4x better performance than  the “SMART” and China Concepts averages, and 2x+
better than “FAANG” and Big Tech averages. Bitcoin also joins Ether in
outperforming all other averages

❖ Tesla, Microsoft, NVIDIA, Alphabet and Apple have been the only featured stocks
that would leave you in profit today from a $100 investment at the start of 2021.
The vast underperformance of the China Concepts group and the “SMART” group is
particularly notable
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Conclusion
Comparing Bitcoin and Ether to some of the more popular technology stocks that make up
many conventional investment portfolios highlights two key messages. First and foremost,
assuming one has invested in some of the leading technology stocks, deeming crypto as “too
risky”, is at least a somewhat unfair statement that deserves further examination and, as
our data shows, may not stand up to close scrutiny.

Next, and perhaps more importantly for some, the potential for consistent gains in crypto,
particularly when taking into account the relatively limited level of maximum drawdowns,
is notable and an undeniably important aspect to remember when designing any
investment portfolio.

Let’s not forget that the “FAANG” group has a market capitalization nearly 6x that of Bitcoin
and Ether combined, with Apple alone being valued 2.4x higher at current valuations. The
question is not if we see some of that value flow into the crypto markets, it is a matter of when.
Safe to say, one could reasonably expect a significant amount of 2.5%+ positive price moves in
Bitcoin and Ether, and the broader crypto markets, to come in the future.
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About Binance Research
Binance Research is the research arm of Binance, the world's leading cryptocurrency exchange. The
team is committed to delivering objective, independent, and comprehensive analysis and aims to be the
thought leader in the crypto space. Our analysts publish insightful thought pieces regularly on topics
related but not limited to, the crypto ecosystem, blockchain technologies, and the latest market themes.

Shivam Sharma, Macro Researcher

Shivam is currently working for Binance as Macro Researcher. Prior to joining Binance, he worked as an
Investment Banking Associate / Analyst at Bank of America on the Debt Capital Markets desk,
specializing in European Financial Institutions. Shivam holds a BSc Economics degree from the London
School of Economics & Political Science (“LSE”) and has been involved in the cryptocurrency space since
2017.



What to say to someone who says Crypto is too risky?

Read more
https://research.binance.com/en/analysis

Share your feedback
https://tinyurl.com/bnresearchfeedback

General Disclosure: This material is prepared by Binance Research and is not intended to be relied upon as a forecast
or investment advice, and is not a recommendation, offer or solicitation to buy or sell any securities, cryptocurrencies
or to adopt any investment strategy. The use of terminology and the views expressed are intended to promote
understanding and the responsible development of the sector and should not be interpreted as definitive legal views
or those of Binance. The opinions expressed are as of the date shown above and are the opinions of the writer, they
may change as subsequent conditions vary. The information and opinions contained in this material are derived from
proprietary and non-proprietary sources deemed by Binance Research to be reliable, are not necessarily all-inclusive
and are not guaranteed as to accuracy. As such, no warranty of accuracy or reliability is given and no responsibility
arising in any other way for errors and omissions (including responsibility to any person by reason of negligence) is
accepted by Binance. This material may contain ’forward looking’ information that is not purely historical in nature.
Such information may include, among other things, projections and forecasts. There is no guarantee that any
forecasts made will come to pass. Reliance upon information in this material is at the sole discretion of the reader.
This material is intended for information purposes only and does not constitute investment advice or an offer or
solicitation to purchase or sell in any securities, cryptocurrencies or any investment strategy nor shall any securities or
cryptocurrency be offered or sold to any person in any jurisdiction in which an offer, solicitation, purchase or sale
would be unlawful under the laws of such jurisdiction. Investment involves risks.
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