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Bitcoin Update
On March 5th, 2023, in my Palm
Beach Post and Sun Sentinel
columns, I discussed how the
Bitcoin closed end fund (GBTC)
was trading at a 43% discount
relative to the value of Bitcoin that
it owned. I discussed how GBTC
had filed a lawsuit against the
SEC after it denied its application
to convert from a closed end fund
into an exchange traded fund,
which unlike closed end funds do
not trade at a discount, to unlock
shareholder value.

This past August, a federal
appeals court ruled that the
SEC acted capriciously and they
must review GBTC’s application
to convert to an ETF. Because
the conversion to an ETF is now
very likely, the discount has
narrowed to about 11% as of early
November. The price of Bitcoin
rose about 66% since my article
was published while GBTC rose
about 150% to just under $30 per
share as of Mid-November.

Is it still worthwhile investing
in GBTC to try to capture the
11% discount? Keep in mind that

investing in any cryptocurrency is
highly speculative. Bitcoin bulls
are looking forward to the next
bitcoin halving date this upcoming
April. In the case of Bitcoin (BTC),
halvings occur roughly every four
years.

These halvings are built into the
Bitcoin code and will continue
until the network has generated
the maximum supply of 21 million
Bitcoin. Many investors see this
event as increasing scarcity
thereby increasing value. So far,
there has been a bitcoin halving in
2012, 2016 and 2020 — and each
one has seen the price of bitcoin
rise in the months before and after
the event.

Following the 2016 halving, for
instance, bitcoin’s price jumped
to a record of nearly $20,000 per
coin in 2017. In the year leading
up to the May 2020 halving,
bitcoin’s price significantly rose
and continued to do so after the
halving event hitting $69,000 at
one point. Although investing in
Bitcoin comes with significant risk,
doing so at an 11% discount to
market prices can help partially
mitigate that risk.
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