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Bitcoin's recent slide is more of a stumble than a
tumble
Reopening the crypto news tome to see in the new year, it seems appropriate
to start with Bitcoin, which last year pulled off a blockbuster performance as
its value rocketed up more than 300%.
However, the first week of January has seen the original digital currency
stumble slightly into 2021, with its value hitting an all-time high of around
US$34,360 before dropping nearly 9% to US$31,346 by late-morning on
Tuesday.
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The sharp downturn, especially so soon after the peak, may have set alarm
bells ringing among some crypto investors who remember late 2017 when
Bitcoin reached a then all-time high of just under US$19,000 before crashing to
around US$6,300 in less than two months. It then took almost three years for
the crypto to recover and surpass its pre-crash high.
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However, the recent fall does not spell the end of the Bitcoin bull run, as suggests Michael Hall, co-founder and chief
investment officer of Nickel Digital Asset Management.
"Due to the inelastic supply of bitcoin, it can suffer from upside volatility in thin markets, giving rise to spikes which
resolve quickly but usually at higher levels, as has happened several times in recent months, most notably around
Thanksgiving," Hall said.
READ: Tales from the crypto - Irish drug baron loses £46mln Bitcoin stash
"We see no reason to change our constructive long-term view on bitcoin, and the recent wave of institutional
engagement supports this. We have also always been clear that bitcoin exposures should be carefully managed to low
single digit percentages in multi-asset portfolios."
Bitcoin remains an attractive option for institutional and professional investors, according to Nickel Digital, which
highlighted several factors that it says make that may support its value in the long-term.
These include Bitcoin's number cap (a maximum of 21mln will ever be produced), which is uncorrelated to demand and
makes it a "powerful hedge" against currency debasement and inflation as central banks and national governments
print fiat money to support their economies during the pandemic and other crises.
Other attractive factors include Bitcoin's low correlation with movements in equity markets, making it a useful addition to
most portfolios, and its growing use as a payment method through large platforms such as PayPal Holdings Inc
(NASDAQ:PYPL) as well as increasing numbers of financial institutions offering custody services for cryptos.

JP Morgan is even more bullish
Meanwhile, analysts at JP Morgan are even more bullish on the outlook for Bitcoin, with the investment bank estimating
that the cryptocurrency could be valued as high as US$146,000 in the long-term, as revealed in a Bloomberg report
on Tuesday.
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The investment bank reckons that if the cryptocurrency were to compete with gold as an asset class, its total market
capitalisation would need to rise to around US$575bn, over four and a half times its current level.
However, the JPM analysts said such a price was unlikely to be sustainable in the coming year, highlighting a build-up
of speculative long positions and potential froth in investment wallets holding small amounts of Bitcoin, which could
indicate the presence of a bubble.
Current "speculative mania" could drive Bitcoin up to between US$50,000-US$100,000, the analysts said, though
they did not think such prices are sustainable.

Stablecoins ok for payments, says US currency regulator
In the world of crypto regulation, the sector got a boost at the start of 2020 after the US federal banking regulator said
American financial institutions are permitted to use stablecoins in payment activity.
In a letter on Monday, the Office of the Comptroller of the Currency (OCC) said banks or savings associations may use
blockchain networks and related stablecoins to carry out payments, which may "enhance the efficiency, effectiveness,
and stability of payments activities and achieve the benefits of real-time payments already enjoyed in other countries".
A stablecoin is a type of digital asset that derives its value by pegging itself to a stable asset or group of assets, such as
gold or the US dollar, in order to maintain a more consistent value compared to unpegged and more volatile cryptos
such as Bitcoin.
The OCC's move effectively puts blockchain networks and their associated stablecoins on the same footing as other
electronic payment networks such as the SWIFT, potentially expanding their use further into the mainstream.
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No investment advice
The Company is a publisher. You understand and agree that no content published on the Site constitutes a recommendation that any particular security,
portfolio of securities, transaction, or investment strategy is suitable or advisable for any specific person. You understand that the Content on the Site is
provided for information purposes only, and none of the information contained on the Site constitutes an offer, solicitation or recommendation to buy or sell a
security. You understand that the Company receives either monetary or securities compensation for our services. We stand to benefit from any volume which
any Content on the Site may generate.
You further understand that none of the information providers or their affiliates will advise you personally concerning the nature, potential, advisability,
value, suitability or profitability of any particular security, portfolio of securities, transaction, investment, investment strategy, or other matter.
You understand that the Site may contain opinions from time to time with regard to securities mentioned in other products, including Company-related
products, and that those opinions may be different from those obtained by using another product related to the Company. You understand and agree that
contributors may write about securities in which they or their firms have a position, and that they may trade such securities for their own account. In cases
where the position is held at the time of publication and such position is known to the Company, appropriate disclosure is made. However, you understand and
agree that at the time of any transaction that you make, one or more contributors may have a position in the securities written about. You understand that price
and other data is supplied by sources believed to be reliable, that the calculations herein are made using such data, and that neither such data nor such
calculations are guaranteed by these sources, the Company, the information providers or any other person or entity, and may not be complete or accurate.
From time to time, reference may be made in our marketing materials to prior articles and opinions we have published. These references may be
selective, may reference only a portion of an article or recommendation, and are likely not to be current. As markets change continuously, previously published
information and data may not be current and should not be relied upon.
The Site does not, and is not intended to, provide investment, tax, accounting, legal or insurance advice, and is not and should not be construed as
providing any of the foregoing. You should consult an attorney or other relevant professional regarding your specific legal, tax, investment or other needs as
tailored
to
your
specific
situation.
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