
      

 

 

 

 

RESEARCH PERSPECTIVE VOL.66 

NOVEMBER 2017 

 

The Age Of The Machines: CTA, Bitcoin and Ethereum Markets 

 

 

A recent PwC report showed that global assets under management are going to surpass $145.4 trillion by 2025, currently 

at $84.9 trillion. Investments targeting alternative asset classes will more than double to 21.1 trillion. Investors will be 

looking to pursue opportunities in established asset classes such as real assets, private equity, private debt (trade finance, 

peer-to-peer lending in particular) and hedge funds and in more niche markets including machine learning/systematic 

strategies and cryptocurrencies. In this perspective, we focus on cryptocurrency and systematic trading strategies due to 

the prevailing “phrenitis” of investors allocating to the space or being in the process of exploring the markets. In an earlier 

perspective, we examined the effects of adding bitcoin and systematic CTAs to institutional portfolios and evidenced the 

enhancement of the risk/return profile as both strategies have uncorrelated alpha features, desirable for investors. 

 

 
Figure 1. CTA, Cryptocurrency, Bitcoin, and Ethereum Assets under Management ($bn) as of 30/10/2017 

Source: Coindesk, BarclayHedge, Stone Mountain Capital Research 

 

Figure 1 highlights the growth of CTA and cryptocurrency (in particular Bitcoin / Ethereum) markets, which all stand at 

all-time high AuM, while still attracting interest and inflows from (institutional) investors. With volatility as measured by 

CBOE’s VIX index and yields being extremely low for a long period of time, investors are looking for strategies generating 

high returns. IMF estimates around $500bn in volatility products, and many of the volatility strategies apply systematic 

rule-based trading. The current low volatility environment deteriorates the performance of CTAs, but low or negative 

performance does not prevent inflows in the strategy. According to coinmarketcap.com, there are 1238 cryptocurrencies 

with total market capitalisation of over $182bn, with bitcoin with $106bn accounting for over 58% of total market cap and 

Ethereum following with $29bn. Institutional investors deploy currently none or only tiny fractions of their assets in 

cryptocurrencies due to the largely unregulated market structure. According to Autonomous NEXT, there are 124 hedge 
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funds pursuing crypto strategies as of October 2017 with an overall AuM of just over $2.3bn. The majority of crypto assets 

are therefore held by individual non-institutional investors. Despite global tightening of regulations and markets being shut 

down by regulators (e.g. China closed bitcoin exchanges and stopped all Initial Coin Offerings (ICOs)), bitcoin transactions 

have increased alongside its price as evidenced in Figure 2. The fact that large institutions have still not been involved with 

bitcoin investing reveals huge growth potential for the asset class and combined with its limited supply of 21m, economics 

101 teaches us, that the price should increase. Sovereign wealth funds manage approximately $7.5tn, which combined with 

almost $63tn from major pension and insurance funds gives us a total of $70tn. A good illustration of the growth potential 

of the market would be if one large institution invests just 1% of its assets into bitcoin. If one of the larger sovereign wealth 

funds with $1tr in assets invests only one percent of AuM in bitcoin, its AuM would be almost 10% of the market current 

capitalisation. A one percent investment of one of the large global asset managers for pensions and insurers like BlackRock 

with $5.7tn in assets, would lead to an increase of market cap by almost 60% in bitcoin. The fear of missing out and the 

further advancement of the crypto markets could be leading growth for institutional investors. CBOE and Gemini Trust are 

already cogitating the launch of bitcoin trading products such as futures. 

 

 
Figure 2. Bitcoin Price in U.S. dollars and Number of Transactions as of 30/10/2017, Source: Coindesk, Blockchain Luxembourg,  

Stone Mountain Capital Research 

 

ICOs are predominantly launched on basis of tokens within smart contracts on the Ethereum blockchain. There are currently 

348 tokens in circulation with a tendency for almost exponential growth in the number of offerings. Ethereum is not limited 

in supply like bitcoin, but rather constitutes a platform for the implementation of real world contracts in the digital space. 

The new issuance of tokens and adoption of smart contracts on the Ethereum blockchain has the effect of dilution of the 

initial concept of limited supply in bitcoin, but leads naturally to further increases of cryptocurrency assets. Indicative of 

the growth is the $2.6bn raised so far for ICOs as seen in Figure 3, which surpassed the respective VC fundraising for 

internet companies. 

 

 
Figure 3.  ICO Fundraising, Source: Coindesk ICO Tracker 
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On the other hand, CTAs are much more established as an asset class and hedge fund strategy and resemble a typical macro 

approach but in a more systematic fashion. CTAs trade across multiple markets and asset classes from equities and fixed 

income to currencies and commodities. CTAs are mainly considered as long-term trend follower, but there has been a lot 

of differences between CTAs relying on trading time horizon and style. In terms of style, CTAs vary from trend followers 

and pattern recognisers to contrarian and purely option-based trading. Recent performance has been disappointing, but the 

low volatility and lack of trends environment reversal will boost the asset class. The key considerations for CTA investing 

is the increased transparency and liquidity offered alongside diversification, risk/return profile enhancement and profits 

across different market environments and crisis events.  

 

In Stone Mountain Capital, we have seen a recent trend: systematic CTA managers have started exploring the 

cryptocurrency markets with their trading algos. As volatility in their traditional asset classes is pretty much at all-time 

lows across the board, unregulated cryptocurrency markets constitute attractive sources of volatility for CTAs, required for 

the systematic production of return. The development of coin lending for shorting, spread trading, futures and options and 

the further regulation of crypto markets will be another source for letting CTAs and crypto strategies grow further together 

and should lead to further increases of institutional assets in the crypto markets.  
 

 

 

This perspective is neither an offer to sell nor a solicitation of an offer to buy an interest in any investment or advisory 

service by Stone Mountain Capital LTD. For queries please contact Alexandros Kyparissis under 

email: alexandros.kyparissis@stonemountain-capital.com and Tel.: +44 7843 144007. For further information around our 

research and advisory services please contact Oliver Fochler under email: oliver.fochler@stonemountain-capital.com and 

Tel.: +44 7922 436360. For information about our alternative investment solutions, please contact:ir@stonemountain-

capital.com.  

 

The views expressed in this article are those of the authors and do not necessarily represent the views of, and should not 

be attributed to, Stone Mountain Capital LTD. Readers should refer to the Disclaimer.  


 

 

STONE MOUNTAIN CAPITAL 
Stone Mountain Capital is an advisory boutique established in 2012 and headquartered in London. We are advising 30+ 

best in class single hedge fund and fund of fund managers across equity, credit, and tactical trading (global macro and 

CTAs). In private equity and private debt, we advise 10+ general partners across the sectors real estate, infrastructure / real 

assets and capital relief trades (CRT) by structuring funding vehicles, rating advisory and private placements. As per 9th 

January 2017, Stone Mountain Capital has total alternative Assets under Advisory (AuA) of US$ 47 billion. US$ 44.2 

billion is mandated in hedge fund and fund of hedge fund AuM and US$ 2.8 billion in private assets (private equity / private 

debt) and corporate finance. Stone Mountain Capital has arranged new capital commitments of US$ 1.03 billion across 

hedge fund, private asset and corporate finance mandates. 
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Contact 

We are able to source any specific alternative investment search and maintain relationships with dozens of best-in-class 

hedge fund managers, private equity and private debt general partners (GPs) and real estate and infrastructure developers.  

We don’t pass any costs on to our investors, since our compensation comes from our mandated managers, GPs and 

developers. Please contact us, should you require further information about our solutions. 

 

 

 

 

Stone Mountain Capital is a limited company (LTD) registered in England & Wales with registered number 8763463. The 

registered address is: 31 Compayne Gardens, London NW6 3DD, England, United Kingdom. Stone Mountain Capital LTD 

is registered (FRN: 729609) as Appointed Representative with the Financial Conduct Authority (‘FCA’) in the United 

Kingdom. Stone Mountain Capital LTD is the Distributor of foreign collective investment schemes distributed to qualified 

investors in Switzerland. Certain of those foreign collective investment schemes are represented by First Independent Fund 

Services LTD, which is authorised and regulated by the Swiss Financial Market Supervisory Authority (‘FINMA') as Swiss 

Representative of foreign collective investment schemes pursuant to Art 13 para 2 let. h in the Federal Act on Collective 

Investment Schemes (CISA). Stone Mountain Capital LTD conducts securities related activities in the U.S. pursuant to a 

Securities and Exchange Commission ('SEC') Rule 15a-6 Agreement with Crito Capital LLC, a U.S. SEC registered broker-

dealer, and member of Financial Industry Regulatory Authority (‘FINRA') and Securities Investor Protection Corporation 

('SIPC'). 
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Any business communication, sent by or on behalf of Stone Mountain Capital LTD or one of its affiliated firms or other 

entities (together "Stone Mountain"), is confidential and may be privileged or otherwise protected. This e-mail message is 

for information purposes only, it is not a recommendation, advice, offer or solicitation to buy or sell a product or service 

nor an official confirmation of any transaction. It is directed at persons who are professionals and is not intended for 

retail customer use. This e-mail message and any attachments are for the sole use of the intended recipient(s). Our LTD 

accepts no liability for the content of this email, or for the consequences of any actions taken on the basis of the information 

provided, unless that information is subsequently confirmed in writing. Any views or opinions presented in this email are 

solely those of the author and do not necessarily represent those of the limited company. Any unauthorised review, use, 

disclosure or distribution is prohibited. If you are not the intended recipient, please notify the sender by reply e-mail and 

destroy all copies of the original message and any attachments. By replying to this e-mail, you consent to Stone Mountain 

monitoring the content of any e-mails you send to or receive from Stone Mountain. Stone Mountain is not liable for 

any opinions expressed by the sender where this is a non-business e-mail. Emails are not secure and cannot be guaranteed 

to be error free. Anyone who communicates with us by email is taken to accept these risks. This message is subject to our 

terms at: www.stonemountain-capital.com/disclaimer. 
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