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Market Insights

It’s been a rough week for the two largest cryptocurrencies in the world, Bitcoin and 
Ethereum.  Bitcoin closed at $2,275 USD a coin in Monday’s frenzied trading, 16.6% 
down from last Wednesday’s opening price. This however, pales in comparison to its 
rival Ethereum, who briefly plunged from above $300 USD to 10 cents last Wednesday, 
before recovering some of its losses. Ethereum closed at $239.63 on Monday, 20.9% 
lower than its opening.

Table 1: 24-hour carnage on the cryptocurrency market and 7 -day price graph

As can be seen from Table 1 above, the fall in prices was felt across the whole 
cryptocurrency market. This comes after a price surge in the two largest cryptocurrencies 
over the past half year. Bitcoin has increased more than 200% in value since January 
this year, and up more than 50% this past month alone, even piercing the $3,000 mark 
before falling a few weeks ago.

Similarly, despite its recent price drop, Ethereum is still up 2500% since early this year, 
with a peak of a 4000% increase since January 2017.

With no intrinsic value, the biggest determinant of Bitcoin and Ethereum is market 
supply and demand. In early 2017, the tightening of laws in China on moving money 
overseas led to many Chinese investors turning to cryptocurrencies in an attempt 
to swap out from the Yuan. This increase in the demand in turn led to an inflation of 
the price of Bitcoin and Ethereum. More recently, there has also been an increase in 
Japanese buyers after Bitcoin was named a legal means of payment in the country by 
the Japanese government. 
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Market Rates Last Close
% Weekly 

Change

ASX200 5,714 -0.7%

Dow Jones 21,311 -0.7%

Hang Seng 25,840 -0.01%

FTSE100 7,434 -0.5%

DAX 12,671 -1.1%

RBA Cash 1.50 0.0%

3mth BBSW 1.72 0.0%

2yr Swap 1.87 1.1%

10yr Swap 2.73 1.5%

AUD/USD 0.7583 0.04%

AUD/GBP 0.5919 -1.4%

AUD/EUR 0.6689 -1.8%

AUD/NZD 1.0432 -0.4%

WTI Oil 43.72 0.6%

Gold 1,249.00 0.6%

Copper 5,842.30 3.6%

Iron Ore 59.70 5.7%
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How do Bitcoins work?

Bitcoin is a fully digital currency, and can be exchanged between 
computers in a worldwide peer-to-peer network (similar to 
Torrents). Unlike Torrents, however, Bitcoin isn’t a string of data 
that can be duplicated, so it is impossible to forge or duplicate 
bitcoins. A Bitcoin is actually an entry on a huge, global ledger 
called the blockchain. The blockchain records every Bitcoin 
transaction that has ever happened.

Bitcoin isn’t attached to a state or government so it doesn’t have 
a central issuing authority or regulatory body. It is decentralised 
and anybody can volunteer to keep the blockchain up to date 
with all the new transactions, and to make sure all transactions 
are accurate. These “volunteers” are called miners. To add a block 
of transactions to the blockchain, miners would have to solve 
complex maths problems, which require expensive computers 
to solve. Each time a miner successfully solves these complex 
problems and adds a block of transactions to the blockchain, 12 and 
a half Bitcoins are created out of thin air and awarded to a miner’s 
account. Bitcoins are capped at a maximum of 21 million Bitcoins to 
keep it scarce, and according to current projections, the 21 millionth 
coin will be mined in the year 2140.

Ether-what?

Ethereum is Bitcoin’s closest competitor. Although Ethereum is 
also powered by blockchain, the main difference from Bitcoin is it 
features a key technology called Smart Contracts, which are highly 
programmable digital money. For instance, sending someone 
money but only when certain conditions are satisfied, without 
having to go through a third party to execute it on their behalf. 

Ethereum has the potential cut out the middlemen in all 
transactions (e.g. lawyers, brokers, real-estate agents, or even 
banks!), ultimately leading to lower costs for the user.

Cryptocurrencies and the world as we know it

Cryptocurrencies are still relatively new, with Bitcoin only 
introduced 8 years ago in 2009 and Ethereum in 2015. Therefore, 
there is still a lot of uncertainty revolving its future. 

Many commentators have argued that cryptocurrencies are in a 
“bubble” –  just waiting to burst and come plunging down. Both 
billionaire businessman, Mark Cuban, and Goldman Sachs Head of 
Technical Strategy, Sheba Jafari have expressed their views on 
how this constant increase in value is not sustainable in the long 
run and that investors should be prepared for their Bitcoin and 
Ethers to be essentially worth nothing.

On the flip side, there are many others, including serial entrepreneur 
Wences Casares who argue that cryptocurrencies will be the way 
of the future, and are urging investors to put money into these 
digital currencies. Mr. Casares believes in the success of Bitcoin 
so much that he has predicted that Bitcoin will be bigger than the 
Internet itself.

Central banks around the world have noted that the emergence 
of cryptocurrencies can undermine their ability to exert control 
over the global economy and the issuance of money. Some central 
banks have responded to this emerging problem by proposing 
their own form of digital currency. Carolyn Wilkins, Senior Deputy 
Governor of the Bank of Canada has warned, “If we don’t start 
now to find new approaches to handle these and other alternative 
futures, we won’t be prepared for whatever comes our way”.

As the technology behind cryptocurrencies is still new, there is a 
huge potential upside for new crypto-businesses and infrastructure 
to be built, especially on Ethereum’s “Smart Contracts” platform. 
Business Consultancy firm Deloitte predicts that this platform 
will carry large parts of the global economy in the near future 
and if that prediction is true, then Bitcoin, Ethereum, and other 
cryptocurrencies, at their current state, are still tremendously 
undervalued. 

Upcoming Week

Australia

Mon 3 July: Building Permits (May)

Tue 4 July: RBA Interest Rate Decision

Wed 5 July: No major data release

Thu 6 July: Balance of Trade (May)

Fri 7 July: No major data release

Overseas

Mon 3 July: Japan Consumer Confidence (Jun)
EA Unemployment Rate (May)

Tue 4 July: EA Producer Price Indices (May)

Wed 5 July: EA Retail Sales (May)

Thu 6 July: US Balance of Trade (May)
US ADP Employment Change (Jun)

Fri 7 July: GB Balance of Trade (May)
US Unemployment Rate (Jun)
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Disclaimer
Except if otherwise specified above, this document is issued and distributed by Specialised Investment and Lending Corporation Pty Ltd ABN 87 149 520 918 
AFSL 407100 ACL 426878 (“The SILC Group”), on the basis that it is only for the information of the specified recipient or permitted user of the relevant website 
(collectively, “recipient”). This document may not be reproduced, distributed or published by any recipient for any purpose. It has been prepared without taking 
into account the objectives, financial situation or needs of any person. Nothing in this document is intended to be an offer to sell, or a solicitation of an offer to 
buy, any product, instrument or investment, to effect any transaction or to conclude any legal act of any kind. If, despite the foregoing, any services or products 
referred to in this document are deemed to be offered in the jurisdiction in which this document is received or accessed, no such service or product is intended 
for nor available to persons resident in that jurisdiction if it would be contradictory to local law or regulation. Such local laws, regulations and other limitations 
always apply with non-exclusive jurisdiction of local courts. Before making an investment decision, recipients should seek independent financial, legal, tax and 
other relevant advice having regard to their particular circumstances.
 
The views and recommendations expressed in this document are the author’s. They are based on information known by the author and on sources which the 
author believes to be reliable, but may involve material elements of subjective judgement and analysis. Unless specifically stated otherwise: they are current 
on the date of this document and are subject to change without notice; and, all price information is indicative only. Any of the views and recommendations 
which comprise estimates, forecasts or other projections, are subject to significant uncertainties and contingencies that cannot reasonably be anticipated. 
On this basis, such views and recommendations may not always be achieved or prove to be correct. Indications of past performance in this document will not 
necessarily be repeated in the future. No representation is being made that any investment will or is likely to achieve profits or losses similar to those achieved 
in the past or that significant losses will be avoided. Additionally, this document may contain ‘forward looking statements’. Actual events or results or actual 
performance may differ materially from those reflected or contemplated in such forward looking statements. All investments entail a risk and may result 
in both profits and losses. Foreign currency rates of exchange may adversely affect the value, price or income of any products or services described in this 
document. The products and services described in this document are not suitable for all investors, and transacting in these products or services is considered 
risky. The SILC Group and its related bodies corporate and affiliates, and the officers, employees, contractors and agents of each of them (including the author) 
(“Affiliates”), do not make any representation as to the accuracy, completeness or currency of the views or recommendations expressed in this document. 
Neither The SILC Group nor its Affiliates accept any responsibility to inform you of any matter that subsequently comes to their notice, which may affect the 
accuracy, completeness or currency of the information in this document.
 
Except as required by law, and only to the extent so required: neither The SILC Group nor its Affiliates warrant or guarantee the performance of any of the 
products or services described in this document or any return on any associated investment; and, The SILC Group and its Affiliates expressly disclaim any 
responsibility and shall not be liable for any loss, damage, claim, liability, proceedings, cost or expense (“Liability”) arising directly or indirectly and whether in 
tort (including negligence), contract, equity or otherwise out of or in connection with this document.
 
If this document has been distributed by electronic transmission, such as e-mail, then such transmission cannot be guaranteed to be secure or error-free as 
information could be intercepted, corrupted, lost, destroyed, arrive late or incomplete, or contain viruses. The SILC Group and its Affiliates do not accept any 
Liability as a result of electronic transmission of this document. 


