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Ask an advisor: Is a spot bitcoin ETF a good investment?
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The SEC has approved 11 spot bitcoin ETFs, which track the cryptocurrency's price. Adobe Stock/DedMityay

Welcome back to "Ask an Advisor," the advice column where real �nancial professionals answer questions from real

people. The topic can be anything in the world of �nance, from retirement to taxes to wealth management — or even

advice on advising.

Last week, after years of resistance, the SEC approved the spot bitcoin ETF. Speci�cally, it approved 11 versions of the

new exchange-traded fund, offered by brands including Grayscale, Fidelity and iShares.

What makes this product unusual is what's inside it: actual bitcoin. Unlike derivatives-based bitcoin ETFs, which are

based on bitcoin futures contracts, the spot bitcoin ETF's underlying asset is bitcoin itself. This means more direct

tracking of the cryptocurrency's price, but also more exposure to its volatility.

Though the SEC approved the new funds, its decision was far from a full-throated endorsement. The commission has

long been skeptical of the spot bitcoin ETF, and in fact rejected more than 20 applications for this kind of product

from 2018 to 2023. It relented only after the U.S. Court of Appeals in Washington, D.C. ruled against one of those

decisions.

So when SEC Chair Gary Gensler announced the SEC's �nal decision, he did so with obvious reluctance.

"While we approved the listing and trading of certain spot bitcoin ETP [exchange-traded product] shares today, we

did not approve or endorse bitcoin," Gensler wrote. "Investors should remain cautious about the myriad risks

associated with bitcoin and products whose value is tied to crypto."

READ MORE: What �nancial advisors need to know about SEC-approved spot bitcoin ETFs

The chairman went on to describe bitcoin as a "speculative, volatile asset that's also used for illicit activity including

ransomware, money laundering, sanction evasion and terrorist �nancing."

So to put it mildly, there are some asterisks on this approval. And yet, it's here: The spot bitcoin ETF is now available

to investors. Can it be a good investment? Will �nancial advisors recommend it to clients? To �nd out, I asked the

advisors themselves. Here's what I wrote:

Dear advisors,
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Last week, after years of resistance, the SEC approved spot bitcoin ETFs. In approving the ETFs, Chair Gary Gensler pointedly

did not endorse bitcoin in general, and cautioned investors once again about the risks of crypto.

So my question is, is a spot bitcoin ETF safer than bitcoin itself? Would you recommend any of these products to clients? If so,

to whom? What role could these ETFs play in a portfolio — or do you prefer to stay away from them all together?

Thanks in advance,

Wary in Washington Heights

And here's what advisors wrote back:

Only for the bold
Andrew Herzog, certi�ed �nancial planner and associate wealth advisor at The Watchman Group in Plano, Texas

It's no surprise that Gensler stated the SEC "did not approve or endorse bitcoin" upon its ETF approval; that's not saying much.

After all, the SEC website states that the SEC "does not evaluate the merits of securities offerings, or determine whether the

securities offered are 'good' investments or appropriate for a particular type of investor." 

That being said, I would venture to say a bitcoin ETF is safer than holding bitcoin itself for many people. If you simply want exposure

to the price of bitcoin, an ETF is quickest and simplest in the con�nes of the traditional �nancial system that everyone is a part of.

The large broker-dealers and exchanges have SIPC [Securities Investor Protection Corporation] insurance too, which crypto

exchanges do not. 

I would recommend bitcoin ETFs to those who are aggressive with risk and those willing to lose the entire investment — don't bet

the farm on this. These ETFs could play the role of an aggressive, speculative, asymmetric bet on the future of �nance. If you're

wrong, you lose your investment and that's it. If you're right, you could get double or 20 times your investment. That's a gamble I am

willing to take for a price.

Stay away
Kashif Ahmed, CFP and president of American Private Wealth in Bedford, Massachusetts

The SEC's statement says all that any investor needs to know. Just because the SEC has allowed ETFs in bitcoin to be launched

doesn't mean they necessarily make sense in a portfolio. Bitcoin and cryptocurrencies still do not have any real world role or utility

for the vast majority of people — especially those who cannot afford to lose their money. "Investing" in these is nothing more than

gambling. The only silver lining is you cannot lose your money on the weekends when the markets are closed!

No, I do not recommend that anyone, especially my clients, gain any exposure to them. The risks cannot be calculated, and if you

cannot calculate a risk, why take it? It will only end in tears. Just ask the millions of people who have already been wiped out after

dabbling in crypto. FOMO and greed got the better of people, as always.

It depends
Marcel Miu, CFP and founder of Simplify Wealth Planning in Austin, Texas
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Please visit vaneck.com to read and consider the prospectus, containing the
investment objective, risks, and fees of the fund, carefully before investing.

Indices are not securities in which investments can be made. It is not possible
to invest directly in an index. Please see standardized performance for MOAT
and the S&P 500 Index at vaneck.com. 

VanEck Morningstar Wide Moat ETF
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Some elements of investing in a spot bitcoin ETF make it safer than investing in bitcoin through crypto exchanges. The added safety

generally comes from the regulatory oversight ETFs offer. They are subject to the regulatory standards of �nancial markets and can

offer a layer of security and transparency not always present in direct crypto investing.

However, investing in a bitcoin ETF does not eliminate the risks associated with the underlying asset: bitcoin. The value of bitcoin

can be extremely volatile, in�uenced by regulatory news, technological developments and market sentiment. Investors should be

aware of these risks when determining if bitcoin is a good �t for their portfolios.

The suitability of a spot bitcoin ETF would depend on the individual investor's risk tolerance, investment goals and understanding of

the cryptocurrency market.

Danger! Danger!
Sarah K. Charles, accredited investment �duciary and co-founder of Sanctuary Financial Planning in Charlotte, North Carolina

Are these ETFs safer than bitcoin? Not that we can tell.

While very well-established asset managers including Fidelity and BlackRock have chosen to offer spot bitcoin ETFs, they are not

immune from the inherent risks associated with owning and trading bitcoin.

The �rst risk is volatility. Bitcoin has a history of boom/bust price cycles. While doubling your money in three months is appealing,

losing 80% of it over the next 12 months is not.

Secondly, crypto and fraud seem to go hand and hand. There have been major hacks, like Ronin and Mt. Gox, in which hundreds of
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