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Cryptocurrencies
as an Investment

Whether you're a seasoned investor who has been exposed
only to investment assets other than cryptos or you're start-
ing to invest for the first time, you're probably wondering
why you should consider including cryptocurrencies in your
portfolio. What's the big deal about all these coins anyway?

In this chapter, you get an overview of cryptocurrencies.
That way, you can decide whether the cryptocurrency industry

is the right route for you to grow your wealth.
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Cryptocurrencies versus
Traditional Investments

Diversification is the good old “don’t put all your eggs in one
basket” thing. You can apply this advice to literally anything
in life. If you're grocery shopping, don’t buy only apples. Even
though they say “an apple a day keeps the doctor away,” you
still need the nutrition in other kinds of vegetables and fruit.
You can go about investment diversification in so many
ways. You can diversify with different financial assets, like
stocks, bonds, foreign exchange (forex), and so on. You can
diversify based on industry, like technology, healthcare, and
entertainment. You can allocate your investment by having
multiple investment time frames, both short-term and long-
'term. Adding cryptocurrencies to your investment portfolio
Is essentially one way of balancing that portfolio. Especially
because the cryptocurrency industry is vastly different from
traditional ones, this diversification may increase the potential
of maximizing your portfolio’s growth. One of the main rea-
sons for this.higher potential is that the cryptocurrency market
may react differently to various global and financial events.
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The following sections briefly look into some of the tradi-
tional markets and explore their differences from the crypto-
currency market.

Stocks

The stock market gives you the opportunity to take a bite of the
profits a company makes. By buying stocks of that company,
you become a part-owner of that firm. The more stocks you
buy, the bigger your slice of the cake. And of course, the higher
the risk you face if the whole cake is thrown out in the garbage.

The stock market is perhaps one of the most appealing
investment assets. Novice investors may pick up a stock or
two just because they like the company. For most investors,
the charm of stock investing is the possibility that the prices
will increase over time and generate significant capital gains.
Some stocks even provide you with a periodic income stream
through something called dividends. (Find out more about capi-
tal gains and dividend income later in this chapter.) Regardless,
for most stocks, the dividends paid within a year are nothing
compared to the increase of the stock’s value, especially when

the economic environment is upbeat.
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