Cryptocurrencies and the Sharpe
Ratio of Traditional Investment Models

How did portfolios perform during the pandemic?
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DISCLAIMER

Iconic Funds GmbH (“lconic Funds”) is the holding
company of a series of subsidiaries that manage and
issue crypto assef investment products. Collectively,
Iconic Funds GmbH and its subsidiaries are branded
as “lconic Funds.”

Cryptology Asset Group (ISIN: MTO001770107;
Ticker: CAP:GR) is a leading European investment
company for crypto assets and blockchain-related
business models. Founded by Christian Angermayer’s
family office, Apeiron Investment Group, and crypto-
legend Mike Novogratz, Cryptology is the largest
publicly traded holding company for blockchain-
and crypto-based business models in Europe. Note-
worthy portfolio companies include crypto-giant and
EOSIO software publisher Block.one, leading HPC
provider Northern Data, commission-free online
neobroker nextmarkets, and crypto asset manage-
ment group lconic Holding.

Collectively, Iconic Funds and Cryptology are referred
hereinto as “THE PARTIES.”

In no event will you hold THE PARTIES, their subsidiaries,
or any offiliated party liable for any direct or indirect
investment losses caused by any information in this
report. This report is not investment advice or a recom-
mendation or solicitation to buy any securities.

THE PARTIES are not registered as investment advisors
in any jurisdiction. You agree to do your own research
and due diligence before making any investment
decision with respect to securities or investment
opportunities discussed herein.

Arficles and reports include forward- looking state-
ments, estimates, projections, and opinions which may
prove fo be substantially inaccurate and are inherently
subject to significant risks and uncertainties beyond THE
PARTIES" control. These articles and reporfs express
opinions, which have been based upon generally avail-
able information, field research, inferences and deduc-
fions through our due diligence and analytical process.

THE PARTIES believes all information contained herein
is accurate and reliable and has been obtained from
public sources. THE PARTIES believe it to be accurate
and reliable. However, such information is presented
"as is,” without warranty of any kind.
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Introduction

Just over a year ago, Iconic Funds published a
report analyzing the impact of cryptocurrencies
on the performance of traditional portfolios.
Our report concluded that a small, rebalancing
allocation to cryptocurrencies has a significant
impact on the Sharpe ratio of all the portfolios
investigated. We have updated our analysis to
determine whether an allocation to cryptocurrencies
would have benefitted these same portfolios over
the past 12 months.

The past year was special for most investors be-
cause most porifolios fook a considerable hit, due
to the spread of the corona pandemic, lock downs
and the resulting economic downturn. This report
analyses whether crypfocurrencies could have
helped investors weather the crisis a bit better.

The hypothesis underlying this report is that the
Sharpe Ratio (Return vs. Volatility) increases for
all models by including cryptocurrencies in the
asset allocation. To examine the impact crypto-
currencies have on investment portfolios, this
report investigates different portfolio structures,
with particular focus on the following investment
models: a traditional stock/ bond portfolio (with
weights of 50/50 and 80/20), a balanced
portfolio (stocks/ bonds/ real estate/ gold/
commodities), an endowment model port-
folio; a family office/ high net worth individual’s
portfolio and a pension fund portfolio.
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Figure 1: Comparison Sharpe Ratios

Investment model

Traditional stock bond portfolio (50,/50)

Traditional stock bond portfolio (80,/20)

Balanced portfolio

Endowment model

Pension Fund model

Family Office model

Time span
Up to 2021-06
Up fo 2019-12
Up to 2021-06
Up to 2019-12
Up to 2021-06
Up to 2019-12
Up to 2021-06
Up to 2019-12
Up fo 2021-06
Up to 2019-12
Up to 2021-06

Up to 2019-12

Reference Index
6.7929
6.8109
6.3342
6.6564
4.8814
3.9965
4.7319
4.6509
4.7008
41144
3.4459

2.7565

1% Rebalancing
7.6619
8.7668
6.9339
8.1671
57146
6.2045
5.3381
6.4220
5.4196

6.1022

4.0152

3% Rebalancing
8.9972
Q.7907
/9761
95328
71076
8.1212
6.4234
8.2163
6.6677
8.0165

5.0684

5% Rebalancing
9.8459
Q7122
8.7968
Q.7860
8.1286
8.5975
/.3207
8.760]1
/7.6455
8.5699
59859

7.6785



are quickly establishing

om significant returns,
dually opening to in-
An example is the
ecialized alter-

invest up to 2
agement into cry
question of how po&
an allocation to crypto
analyses how the Sharpe ratioe
adding, 1%, 3% and 5% of Cryptocurre
to your portfolio, rebalancing monthly.

The crypto index is constructed based on the
10 largest Cryptocurrencies in the market and
reweighted on an annual basis. The under-

lying p

zgl
O IHV

n’os shovvn in. Figure 4.

ysset class. Retail investors

*

The analysis was first condu
has now been repeated wi
2021, which includes a sig
crypto markets. Despite
are overwhelming|
As shown in Fi

nvestigation.
pe rafio without
es. The rebalanced
s with an allocation to
annualized returns outperform
ces as well, as shown in the report.

alysis showed that an allocation to Crypto-
currencies has a significant, positive impact on
any of the portfolios investigated despite their
volatility the recent, temporary market crash in the
cryptomarkets. Consequently, Cryptocurrencies

Ufollos were constructed to reflect « have proven to be an essential component‘of"

C xposu‘ profilesfor the dﬁfen@pes . gofes&oﬁ'o? p'Brtfollos,everv dunng fimes of

economlc Crisis.
T
-

e -y




DOWNLOAD THE FULL REPORT
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