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Brandon Averill (00:03):
Hey everybody. Welcome back to another episode of AWM Insights, Brandon and Justin here, and we're going to dive into a topic that certainly something that you've heard over the past few years pop up from time to time, and it's certainly back in vogue kind of in the conversation. And so we thought we'd touch on it a little bit, just talk about kind of what's happening, why are we all hearing about this again, this resurgence of this topic, and then kind of what's our take? Just a good refresher of how we look at things. And so I still haven't mentioned what we're actually talking about and for good reason, I wanted to build up the suspense. So what we're talking about is crypto, and so blockchain, crypto, et cetera. Just a good time to jump back into the conversation here, and maybe that's where we'll start off, Justin, is just why now? I mean, crypto has been around for a long time. It had its kind of boom cycle and then we had a sell off, seemingly back a little bit. Is that why we're talking about this again?
Justin Dyer (01:04):
That's exactly why we're talking about this again. I shouldn't say exactly why. I mean there's, and we'll get to it I think in the back half of the conversation, there are some interesting potential applications. I think that word potential is a pretty important word to throw in there, but the short of it is, why are we talking about it again? You kind of referenced it. Price has come back to record highs, near record highs. As we're recording this, it's kind of bounced around past but then bounced around previous record highs around that $70,000 per Bitcoin mark, but specifically I think taking a step back as to why it's rallying again, there's a lot that goes into it, but suffice it to say one of the likely big contributors is that earlier this year, the SEC Securities and Exchange Commission approved what are called Bitcoin Spot ETFs.
(02:06):
There's a lot in that statement. A spot ETF basically just means it's trading in line with the actual live price as opposed to a derivative of some kind. Derivatives are options or futures type contracts. We're not going to go into that. You don't need to necessarily know what those words mean, but just know that there's a difference in what was recently approved versus what previously existed in the marketplace and it was approved in an ETF format. I think everyone listening to this podcast is pretty familiar with what an ETF is. It stands for Exchange Traded fund, and it's just an incredibly accessible way to invest money. There are ETFs that represent US stocks of variety of types, the entire market like the S&P 500 or some refined defined sector like biotech stocks or something like that. Now there's an ETF that tracks crypto, Bitcoin specifically. And essentially what that has allowed to happen, put all the arguments about Bitcoin and kind of what you believe with respect to crypto aside, it's just allowed a way easier way to get access to an asset class.
(03:15):
So for anyone who's taken kind of a basic economics course, supply and demand are two really important factors when it comes to figuring out the price of an asset. All of a sudden, arguably demand has increased or at least gotten a lot easier to really implement. And what does that happen to an asset that has fixed supply? Guess what? It increases the price. I want to caveat that there is a lot that potentially is going on elsewhere, but that is a big, big, big kind of line in the sand from, let's call it, or a line in the sand that contributed or probably coincided with the start of this rally, and I think it's fair to say contributed quite a bit to it. So that's why we're here.
Brandon Averill (03:57):
No, I think that's interesting, and one thing I've always kind of struggled with a little bit is, and maybe this is the answer to that, but is really the difference of investing in crypto, investing in Bitcoin versus the actual currency use. And maybe if you could touch on that a little bit, Justin, like it seems like those waters get pretty muddied across the way, but when you look at trying to invest in, I guess crypto, invest in Bitcoin, how would somebody even go about ascertaining like is this a good investment? How do you evaluate that type of thing or how would we evaluate that type of thing? Is the better way of asking the question.
Justin Dyer (04:43):
I'll give us two pretty simple terms. One's investing, the other one's speculation. You could argue, okay, Justin, you're setting up a loaded argument here, but just bear with me. I think investing is in my definition where you have a known set of cash flows, I shouldn't say known, an expected set of cash flows that you can ascertain with fairly high likelihood, and then you basically say, okay, well I'm going to get these cash flows X distance, X number of years into the future. I'm willing to pay for those cash flows today. Cash flows can be replaced for profits, for revenue, whatever you want to kind of put into that equation, but that's very simple investing. You take a finance course, that is a very kind of tried and true method to approach making an investment. You say, okay, I have a high expectation of receiving some cash flows. I'm going to pay. I'm willing to pay X amount for said cash flows versus speculating.
(05:48):
It's a little bit more like gambling, and again, I'm not trying to use loaded terms on purpose here, but you don't have as many known variables to put into an equation when you're speculating. Speculating really is, I'm going to buy something today with the hopes that some other investor or some other individual down the road will pay more for it. We'll think it's worth more. You can think about things that don't have cash flows attached to it that are typically thought about investments. Art potentially is a great item to put into their, gold, I think you could put that asset into this more speculative type category where there there's a true difference. Right. One is as a company or as an entity that is going out into the marketplace to try and generate revenue and generate cash flows that I can then ascertain a value to.
(06:41):
The other one is really more what do I think another individual, another person is going to think something is worth into the future? Right. So this is kind of the broad framework in which we think about, and one gives us a lot more confidence and probability and outcomes. It's not to say speculating is bad. Speculating has driven a lot of innovation in the world. It corresponds to risk taking and has some good outcomes, but they're two wildly different things.
Brandon Averill (07:11):
I think that's really helpful. And so I guess maybe hit on specifically how we look at this entire space and I guess to bury the lead, right? We're not speculators, we're investors, and so we do look for more of those expected values of cash flows and that's where we choose to put our money. Yet I think we would both sit here and acknowledge that the potential for blockchain and maybe even some sort of crypto could have pretty significant impacts on the overall market. And so we do want some sort of exposure in some ways. And so maybe just talk to people listening, like how are we going about making sure that we're not just burying our head in the sand, but we're actually thinking thoughtfully around this whole topic and saying like, hey, if there is something to this movement without being speculators, how can we benefit from this space?
Justin Dyer (08:02):
Yeah, so just to double down on what you said in your burying the lead, right, we're building a portfolio that has a high level of confidence to meet a client's need. We have that high level of confidence by investing, by partaking in investments in a broadly diversified way, cash flow, generating businesses that we can discount and subscribe or ascribe some sort of value to. That's really a core of what we do. And then as client's wealth grows, gets more complicated, et cetera. I think a lot of our listeners know we love participating in the private markets, venture capital being an area that we subscribe to quite a bit. That's where a lot of innovative type investing starts to happen. I wouldn't say it's speculating. There's a spectrum here. We could argue kind of back and forth on all this stuff, but we do it in a very systematic way.
(08:57):
So we have a high level of confidence and in that part of the market, it allows us to get exposure to interesting new technologies. Crypto or Web3 is another term to be used here, is one of those interesting technologies. It's not something we're full bore allocating to 100% in the venture markets, but there are certainly companies that are partaking in this new Web3 environment and using this new technology of blockchain, right? This whole idea of crypto Web3, we didn't even really get into exactly what it all is, but Bitcoin being the poster boy for it doesn't, just kind of scratches the surface. There's a lot underneath it around blockchain protocol, et cetera, et cetera. And there's some interesting tools that can be used effectively, and that's where the venture capital exposure can be really, really beneficial.
(09:51):
To take that a level further, think about this as a picks and shovels type approach, right? There are interesting tools that can be created within these type of instruments, within this type of protocol, blockchain, etc where you're not really speculating as you are with respect to the price of Bitcoin. And that's really the approach that we'd rather take when it comes to deploying capital because we have a lot more confidence in the outcome when it comes to something like that as opposed to just saying, okay, Bitcoin was half the price X number of months ago. We think it's going to be twice the amount, two months in the future or whatnot. Right. Those are just way more speculative bets that we just don't have any meaningful confidence in.
Brandon Averill (10:37):
I think that's all real helpful and hopefully what you guys are hearing, and maybe in summary to take away is we really want to focus on the plan. We want to focus on your financial structure. What are you trying to accomplish? Let's make sure we put an investment portfolio together that's highly likely to accomplish your priorities. And then yes, there might be a place for some speculation once you've built out a portfolio with enough resources to actually achieve those priorities. Then you can start to look at the speculation side a little bit. If you want to take a shot in a very direct way, you're not going to hear an argument from us, but even in the meantime of going there, we are accessing, you are exposed, I guess is the big deal here. You're exposed through the public markets and you're exposed through the private markets if your situation allows you to be allocated to those markets.
(11:31):
But this is just a place that I think any reasonable investor would look and say, "Hey, if you're going to participate here, do it in small amounts. Really be thoughtful around making sure that you've got everything else taken care of and then see where this can fit into your portfolio." So hopefully this was helpful, just our thoughts on how you should approach this hot topic again, of crypto and specifically Bitcoin. Reach out with any questions that you have, any comments, we'd love to hear from you. Again, (714)-504-7689. And until next time, own your wealth, make an impact, and always be a pro.

	Insights194_Audio (Completed  03/21/24)
Transcript by Rev.com
	Page  of 



