
While most investors have never had direct involvement with cryptocurrencies, the financial press and 
social media sites are full of headlines about everything crypto-related—both good and bad. The headlines 
picked up in recent weeks after Congress passed a bill to allow what’s known as stablecoins, the newest 
type of cryptocurrencies. With that in mind, we have compiled this report for investors to learn more about 
cryptocurrencies. Right upfront, we want to be crystal clear: the cryptocurrency asset class is on the 
highest end of the risk spectrum, and an extra level of caution is warranted.

The Basics: What Is A Cryptocurrency?
As we learn in Econ 101, money has three functions: it is a medium of exchange, a unit of account, and a 
store of value. In a modern economy, money typically means currency, which is created and managed by a 
central bank or other governmental authority. The banknote in your wallet is a Federal Reserve Note, and it 
serves as money because the US government—and, more broadly, society at large—has agreed to use it in 
that way. That point applies regardless of whether we are referring to money as cash or in electronic form.

With cryptocurrency, there is no governmental authority of any kind. All transactions are recorded in what’s 
called a blockchain, which is a digital public ledger that is constantly updated by individual users. When you 
buy, sell, or transfer any amount of cryptocurrency to anyone else, that becomes public record on the 
internet (whether it is under your actual name or a pseudonym).

If you are tempted to start trading cryptocurrencies, one key dynamic to keep in mind is that this emerging 
asset class is largely driven by investor sentiment. That means there's no clear fundamental way (e.g., 
valuations based on earnings, dividends, or income) to determine what its ‘true’ value should be. This is not 
a criticism—just an important fact to understand. 

The Two Best-Known Cryptocurrencies: Bitcoin And Ethereum
Let’s look at a few case studies. Bitcoin (symbol—BTC)—often recognized as the oldest and best-known 
cryptocurrency—was launched in 2009. The chart below tracks its value over time, specifically its exchange 
rate with the US dollar. One thing is clear: Bitcoin is highly volatile. It surged during the early months of the 
COVID-19 pandemic, lost more than half of its value by 2023, and then climbed to record highs following the 
US presidential election in November 2024. 
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Another well-known cryptocurrency is Ethereum (symbol: ETH). This one has a shorter history than bitcoin, 
dating back to 2015, but as can be seen below, it is similarly volatile. Notice the initial COVID-era jump, then 
a big selloff, and then another rally. In contrast to bitcoin, Ethereum has not rebounded back to its COVID-
era highs.

How Many Cryptocurrencies Are There?
It’s hard to pin down an exact number, but one thing’s clear—there are a lot. Globally, over 37 million 
cryptocurrencies have been created at some point, according to fintech firm Tangem. Meanwhile, the UK’s 
Financial Conduct Authority estimates around 20,000. But whether it’s thousands or millions, most of these 
coins are tiny and largely irrelevant. New ones are being created on a regular basis, while others cease to 
exist—a fast-moving landscape that resembles what happens in the world of startups.

You can measure the size of the crypto market using market capitalization, though it’s not as 
straightforward as with traditional corporate market caps. As of August 1, 2025, Bitcoin’s market cap was 
bigger than all other cryptocurrencies combined. The next largest players were Ethereum, XRP, Tether, and 
BNB. Beyond the top 110 or so, most cryptocurrencies have market caps under $1 billion. This degree of 
concentration is unusual—imagine a stock index where one company is worth more than all the others put 
together. That’s the kind of dominance Bitcoin has in the crypto world.
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Cryptocurrencies Can Be Traded As Well As Mined
Given that everything about cryptocurrency is digital, all trading activity is online. To begin transacting, an 
investor has three options. First, there are centralized exchanges: platforms that act as middlemen between 
buyers and sellers. They collect fees for facilitating transactions and provide other services, such as storing 
investor assets in what’s called a digital wallet. A second option is decentralized exchanges, which enable 
peer-to-peer transactions. There is no middleman, and thus the fees are lower, but the flip side is that there 
is less oversight in case something goes wrong. Finally, there are crypto brokers. They charge higher fees but 
tend to make the process straightforward for users, so this option is popular for crypto novices.

To clarify, Raymond James has no involvement in the trading of actual cryptocurrencies, but clients can 
transact in select crypto ETFs on an unsolicited basis, for those who meet eligibility requirements. As with 
equity or commodity ETFs, crypto ETFs are straightforward to trade in an ordinary brokerage account. 
Compared to many other ETFs, crypto ETFs tend to have higher fees. The largest crypto ETFs are tied to 
Bitcoin or Ethereum, though others are available too.

An important way in which cryptocurrency is different from other financial instruments is that it can be 
created through what’s known as mining: the process of verifying cryptocurrency transactions and updating 
the blockchain accordingly. This entails the kind of ultra-complex math problems that only computers are 
suited to handle. In fact, not just any computers, but high-performance ones called mining rigs. In addition 
to being expensive, mining rigs require far more electricity than a typical home PC. This work is typically 
done in commercial facilities that resemble data centers and are similarly energy-intensive.

What Is The Legal Status Of Cryptocurrencies?
Looking at the G20 major economies, 12 of them (shaded blue in the table)—including the US and the big 
European countries—have a government-approved framework for individual ownership and trading of 
cryptocurrencies. China and Saudi Arabia stand out for having full bans, and several other countries have 
partial bans. Just about everywhere, earnings from cryptocurrencies are taxed, so investors should not look 
at this asset class as a tax shelter or a loophole.
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Legal Status Of Cryptocurrencies, 2024
Overall Taxation of Crypto Reporting Consumer Protection Licensing

Argentina Partial ban Yes Yes No Yes
Australia Legal Yes Yes Yes Yes
Brazil Legal Yes Yes Yes Yes
Canada Legal Yes Yes Yes Yes
China Full ban No No No No
France Legal Yes Yes Yes Yes
Germany Legal Yes Yes No Yes
India Legal Yes Yes Yes Yes
Indonesia Partial ban Yes Yes No Yes
Italy Legal Yes Yes No Yes
Japan Legal Yes Yes Yes Yes
Mexico Partial ban Yes Yes No Yes
Russia Partial ban Yes No No Yes
Saudi Arabia Full ban No Yes No No
South Africa Legal Yes Yes Yes Yes
South Korea Partial ban Yes Yes Yes Yes
Turkey Legal No Yes No Yes
UK Legal Yes Yes Yes Yes
US Legal Yes Yes Yes Yes



Given how young this asset class is, regulators around the world are struggling to catch up to the growth of 
the market. Compared to stocks and bonds, markets like currencies and commodities have traditionally 
faced lighter regulation—and cryptocurrencies may follow a similar path. In the US, we are aware of four 
federal agencies with involvement in this market: the Securities and Exchange Commission, the Commodity 
Futures Trading Commission, the Department of Justice, and the Department of the Treasury. The Trump 
administration has been vocal in its support of cryptocurrencies, and that includes a decision in March 2025 
to establish a so-called crypto strategic reserve. However, details have yet to be spelled out, and spending 
taxpayer dollars would require Congress to approve funding. Meanwhile, in Europe, regulation is more 
fragmented—split between the European Union and individual member countries.

It is worth noting that cryptocurrency accounts are not covered by any kind of government-backed 
insurance program. In addition to ordinary market risk (i.e., a decline in value), there is also the risk of losing 
assets because of hacking. The latter scenario is not merely hypothetical—it has happened before. In 
February 2025, for example, a whopping $1.5 billion of Ethereum was stolen via a cyberattack on the 
cryptocurrency exchange Bybit. According to the FBI, the culprits were North Korean hackers. While Bybit 
pledged to cover the losses in this case, it is not difficult to imagine a scenario where a sufficiently damaging 
cyberattack leads to investors losing assets.

What Does The New Stablecoin Law Mean For Cryptocurrencies?
The GENIUS Act, signed into law on July 18, opens the door for US companies to legally issue what’s known 
as stablecoins. This type of cryptocurrency already exists, but up until now it has been operating in a gray 
area of the law. What makes stablecoins different from other cryptocurrencies is the emphasis on 
maintaining a stable value, typically $1.00/unit. Stablecoins must be backed by assets—such as Treasury 
bills—that are low-risk and highly liquid. 

You may be asking: how is this different from a traditional money market account? The most important 
difference is that stablecoins are not backed by the FDIC. If a bank fails, depositors are protected by the full 
faith and credit of the US government up to applicable limits ($250,000 per depositor, per insured bank, for 
each account ownership category). There is no such thing with stablecoins. If the company that issued any 
given stablecoin ends up going bankrupt, it is possible to conceive a scenario where the stablecoin’s value 
could fall below par (e.g., typically $1.00).

Investors are able to earn interest by lending out their stablecoin assets, but there is no real opportunity for 
capital appreciation. So, why would anyone put their savings in stablecoins? The answer is that stablecoins 
are not intended to serve as an investment vehicle. Rather, they are designed to make financial transactions 
cheaper and more efficient. For example, retailers might get some savings from reducing the fees that they 
ordinarily pay to credit card companies. In theory, some of those savings could be passed onto consumers 
via special discounts, provided that those consumers pay with stablecoins rather than the US dollar.

Stablecoins Are Likely To Be More Impactful In High-Inflation Emerging Markets
While it remains to be seen how popular stablecoins will be in the US and other industrialized countries, we 
anticipate that adoption will be faster in emerging markets—especially in places that have a history of 
persistently high inflation. Holding the US dollar has long been a common way for households and 
businesses in these countries to protect themselves from local currency depreciation, but it can be difficult 
in practical terms due to limited access to banking services. To the extent that stablecoins can serve a 
similar purpose, but with streamlined logistics, adoption stands to benefit. However, as noted earlier, not all 
governments are fans of cryptocurrencies—so adoption will vary from country to country.  
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What Determines The Value Of Cryptocurrencies?
We look at cryptocurrencies as the most sentiment-driven of all asset classes. Let’s first draw a contrast with 
how traditional currencies trade. Traditional currencies are directly related to the performance of an actual 
economy, which is measured via a wide range of metrics: GDP, unemployment, inflation, and so on. As these 
metrics are reported on a regular basis, currency values move in response. There is nothing analogous to 
that in relation to cryptocurrencies. Likewise, cryptocurrencies lack the fundamental underpinnings of other 
asset classes. Equities, of course, are valued on earnings, cash flows, book value, and/or dividends. Bonds 
are valued based on how much interest income they bring. Commodities—energy, metals, and agriculture—
are physical assets that are used in the ‘real’ economy. 

Among commodities, gold is the most affected by sentiment, though it is still a physical asset. Similar to how 
gold has historically been used as an inflation hedge, cryptocurrencies are popular among investors who 
have lost confidence in their domestic currency. However, there is not enough historical data to gauge the 
correlation between cryptocurrencies and inflation. So, what do cryptocurrencies resemble? You could say 
they’re a bit like works of art—their value depends on what people are willing to pay. But even that 
comparison has its limits. If a painting loses value, you can still hang it on your wall and enjoy the view! With 
crypto, there’s no physical object, just digital code—and its worth is entirely based on perception.

Investor sentiment around any given cryptocurrency can be influenced by high-profile individuals who are 
associated with it. You can probably think of politicians, business leaders, and celebrities who have 
endorsed one (or even several) cryptocurrencies. To what extent do any of these influencers have actual 
expertise in the financial markets and crypto specifically? Regardless of the answer to that question, 
sometimes, all it takes is a news headline, a social media post, or even a casual comment to cause prices to 
swing—often dramatically.

Bottom Line
As asset classes go, cryptocurrencies are on the highest end of the risk spectrum. The high-risk attributes of 
cryptocurrencies result from three aspects: 

1. They cannot be valued on traditional metrics and are prone to sentiment-driven volatility
2. They have a limited trading history as they have not been around for a long time.
3. There is limited regulation, which adds another layer of risk. 

Bearing all that in mind, investors who choose to invest in cryptocurrencies should be aware of the many 
risk factors, and—as with all investments—it is important to focus on a long-term horizon rather than short-
term momentum and hype.
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DISCLOSURES
All expressions of opinion reflect the judgment of the author(s) and Investment Strategy and are subject to change. This information should not be construed as 
a recommendation. The foregoing content is subject to change at any time without notice. Content provided herein is for informational purposes only. There is 
no guarantee that these statements, opinions or forecasts provided herein will prove to be correct. Past performance is not a guarantee of future results. Indices 
and peer groups are not available for direct investment. Any investor who attempts to mimic the performance of an index or peer group would incur fees and 
expenses that would reduce returns. No investment strategy can guarantee success. Economic and market conditions are subject to change. Investing involves 
risks including the possible loss of capital.

The information has been obtained from sources considered to be reliable, but we do not guarantee that the foregoing material is accurate or complete.

Diversification and asset allocation do not ensure a profit or protect against a loss.

FOR CLIENTS IN THE UNITED KINGDOM | For clients of Raymond James Financial International Limited (RJFI): This document and any investment to which this 
document relates is intended for the sole use of the persons to whom it is addressed, being persons who are Eligible Counterparties or Professional Clients as 
described in the FCA rules or persons described in Articles 19(5) (Investment professionals) or 49(2) (high net worth companies, unincorporated associations, 
etc.) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (as amended)or any other person to whom this promotion may lawfully be 
directed. It is not intended to be distributed or passed on, directly or indirectly, to any other class of persons and
may not be relied upon by such persons and is, therefore, not intended for private individuals or those who would be classified as Retail Clients.

FOR CLIENTS OF RAYMOND JAMES INVESTMENT SERVICES, LTD. | This document is for the use of professional investment advisers and managers and is not 
intended for use by clients.

FOR CLIENTS IN FRANCE | This document and any investment to which this document relates is intended for the sole use of the persons to whom it is 
addressed, being persons who are Eligible Counterparties or Professional Clients as described in "Code Monetaire et Financier" and Reglement General de 
l'Autorite des marches Financiers. It is not intended to be distributed or passed on, directly or indirectly, to any other class of persons and may not be relied 
upon by such persons and is, therefore, not intended for private individuals or those who would be classified as Retail Clients.

FOR CLIENTS OF RAYMOND JAMES EURO EQUITIES | Raymond James Euro Equities is authorised and regulated by the Autorite de Controle Prudentiel et de 
Resolution and the Autorite des Marches Financiers.

FOR INSTITUTIONAL CLIENTS IN THE EUROPEAN ECONOMIC AREA (EE) OUTSIDE OF THE UNITED KINGDOM | This document (and any attachments or 
exhibits hereto) is intended only for EEA institutional clients or others to whom it may lawfully be submitted.

FOR CANADIAN CLIENTS | This document is not prepared subject to Canadian disclosure requirements, unless a Canadian has contributed to the content of the 
document. In the case where there is Canadian contribution, the document meets all applicable CIRO disclosure requirements.

MINING COMMODITIES | Investing in mining commodities is generally considered speculative, with high levels of volatility, limited market regulation, and 
emerging markets risk. Prices of precious metals such as gold are influenced by central bank decisions. Prices of industrial metals such as copper tend to be 
economically sensitive.

CRYPTOCURRENCIES | Prior to making an investment decision, please consult with your financial advisor about your individual situation. The prominent 
underlying risk of using cryptocurrency as a medium of exchange is that it is not authorized or regulated by any central bank. Cryptocurrency issuers are not 
subject to the protections or insurance provided by the Federal Deposit Insurance Corporation or the Securities Investor Protection Corporation, not registered 
with the SEC, and the marketplace is currently unregulated. Cryptocurrencies are a very speculative investment and involve a high degree of risk. Investors must 
have the financial ability, sophistication/experience, and willingness to bear the risks of an investment and a potential total loss of their investment.

ETF shareholders should be aware that the general level of stock, bond or cryptocurrency prices may decline, thus affecting the value of an exchange-traded 
fund. Although exchange-traded funds are designed to provide investment results that generally correspond to the price and yield performance of their 
respective underlying indexes, the funds may not be able to exactly replicate the performance of the indexes because of fund expenses and other factors.

INTERNATIONAL HEADQUARTERS: THE RAYMOND JAMES FINANCIAL CENTER  
880 CARILLON PARKWAY // ST. PETERSBURG, FL 33716 // 800.248.8863

© 2025 Raymond James & Associates, Inc., member New York Stock Exchange/SIPC. © 2025 Raymond James Financial Services, Inc., member FINRA/SIPC. 
Investment products are: not  deposits, not FDIC/NCUA insured, not insured by any government agency, not bank guaranteed, subject to risk and may lose 

value. Raymond James® is a registered trademark of Raymond  James Financial, Inc.


	Slide Number 1
	Slide Number 2
	Slide Number 3
	Slide Number 4
	Slide Number 5
	Slide Number 6

