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Cryptocurrencies and tokens or “digital assets” are becoming an asset class in-
creasingly hard to ignore. The complexities of trading and managing digital assets 
are immense, yet the demand for this investment class will increase due to shifts 
in demographics and client needs. New systems will empower wealth managers 
to overcome the complexities and to cater to the needs of their young investment 
clientele. Building on new technologies entirely new investment products will 
emerge combining the best of two worlds, ETFs and managed accounts.

One of the biggest information outlets of the crypto world, CoinmarketCap, lists 
appr. 300 different crypto exchanges. On these exchanges appr. 5000 different 
coins and tokens are traded. Looking at trading pairs CoinMarketCap further-
more identifies more than 20000 different markets. These markets are active 
24/7, 365 days per year. 

When comparing these figures to the traditional world of finance the complexi-
ties of trading digital assets become apparent: Only 2400 individual stock are 
listed on the New Stock Exchange and trading hours of that venue only last from 
9:30am to 4:00 pm, Monday to Fridays.

THE COMPLEXITY OF CRYPTO TRADING

What is more, however, is that the processes of buying and selling fundamentally 
differ among those two types of markets. Clearly, stock trading has been around 
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for more than 300 years and the means and procedures have been optimized and services 
providers are inhabiting every layer of the process, taken care of everything from foreign ex-
change to brokerage to custody. As a buyer of a Coca Cola share, I go to my bank, open a 
securities account, place the order to acquire a share and it will be executed – applicable to 
all relevant laws and regulations.

With a few exceptions such brokerage services do not exist in the crypto world. Here, do-it-
yourself is the name of the game. I need not only to identify the coin or token I want to buy, 
but I need to figure out on which of the 300 crypto exchanges it is traded. If I want to buy it, I 
furthermore need to figure out the trading pair for which I can obtain the coin or token: Can I 
buy it for Bitcoin? Or Ether? Or USDT? I then need to make sure to open an account with the 
exchange in question. Depending on the KYC/AML process it may take me several days, if 
not a week to obtain account details. However, the exchange may also decline me as a client 
without providing any reason.

Once I have a relationship with a crypto exchange that offers the coin or token I want to trade, 
I need to fund my account there if I want to purchase the digital asset. Only a few crypto 
exchanges offer so called “fiat ramps”: the possibility to use fiat currency to fund trading ac-
counts. That means most crypto exchanges will decline fiat money to fund my trading account 
with them but will demand crypto currencies from the start. If it is my first trade, I may need 
a detour: I first need to open an account with a crypto exchange that converts fiat money to 
crypto, e.g. Ether, and that then lets me transfer that crypto currency (Ether) to the crypto 
exchange that I had identified initially to acquire the target coin or token. Taken the KYC/AML 
process into account this step may add another week or so for the execution cycle time.

But execution may not be that simple after all: depending on its popularity the coin or token I 
want to trade may not be liquid at all. Given that there are 5000 coins or tokens listed on 20000 
different markets it is oftentimes sufficient to only place a US$3000.- buy or sell order to make 
a crypto currency skyrocket or send it into tailspin. With an order of that magnitude one can 
easily increase a token price which is traded at US$ 0.005 by 100% or drop it by 50% - if it gets 
filled, that is.

But not even here does the complexity end: I as the user always need to make sure not only to 
estimate the prices correctly, but I also need to make sure that my trading account is filled with 
sufficient funding to make up for the trading fees. I as the buyer of coin or token need to make 
sure that there is enough margin to pay the “gas”, i.e. to pay the trading fees on the Ethereum 
platform. But that is easier said than done as these fees are never fixed but vary over time. 

However, once I have obtained the coin or token of choice, I most likely also want to transfer 
it to one single centralized wallet where I hold my digital assets. Moreover, this last step in my 
crypto journey may turn out to be cumbersome: what if my wallet of choice does not cater 
for the latest coin or token I want to add? What if it does not support the latest digital asset I 
have acquired?
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THE NECESSITY OF A CRYPTO OFFERING

What I have just described is the “normal” ordeal you need to go through to buy one single 
exotic coin or token. However, the troubles can multiply if you want to assemble an entire 
portfolio of digital assets. So why go through such a torment to buy cryptocurrencies? Why 
not simply stick to traditional asset classes such as stocks and bonds?

There are two answers to this question: first, correlation and second, investor preferences. 
Correlation or – better – the lack thereof is the holy grail of portfolio management. So far 
cryptocurrencies have displayed virtually zero correlation with other asset classes. This lack 
of correlation makes it a highly attractive component to any investment portfolio. So, adding 
crypto currencies would be just a natural move for any responsible wealth manager. At least 
a fraction of well-diversified investment portfolio should be vested in digital assets. What is 
more, the performance of some of the digital assets which became available over the past 
10 years lends further support to the argument of investing in cryptocurrencies and tokens.

The second reason for diversifying wealth management towards digital assets are the 
changing preferences of investors. Millennials are increasingly crypto-savvy. According to 
a recent survey1, more than half of US Millennials are interested in using crypto currencies. 
But this is not where it ends. Millennials are also three times more likely to invest in crypto 
than the previous generation, Gen X. Almost one in ten of millennials chose crypto as their 
top long-term investment option. 

Looking at the demographics of current HNWI and UHNWI investors, a tidal wave is in the 
making. The preferences of new investors will fundamentally differ from the ones of incu-
mbents. Any private banker or wealth manager who wants to stay in business after wealth 
is being handed over to the millennial generation should pay close attention to this shift and 
must cater to it. Pair these insights with the fact that 71% of millennials2 would rather go 
to the dentist than visit a bank branch and the need for change in the private banking and 
wealth management area becomes obvious.

HOW TO GO ABOUT IT

So far we have established that the processes of crypto trading are everything but straight-
forward, yet there is an increasing need for a crypto offering in the wealth management area. 
Yet, how can this circle be squared? The answer is similar to that in traditional finance: by 
systems support. New systems are emerging to allow wealth managers to accomplish what 
their millennial clients are expecting of them, namely, to provide diligent portfolio mana-
gement in the world of cryptocurrencies. Tokenomatic is such an investment platform that 

1 https://cointelegraph.com/news/survey-half-of-american-millennials-interested-in-using-crypto

2 https://www.forbes.com/sites/zachconway/2017/04/19/why-more-millennials-would-
rather-visit-the-dentist-than-listen-to-banks/#284c50f272b3
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allows wealth managers to make first steps into the world of digital assets: it provides the 
functionality to assemble and manage portfolios of digital assets, so called baskets. The 
wealth manager can furthermore sell shares of these baskets and thus have wealth mana-
gement clients participate in the investment strategy. However, the unique features of tokens 
and smart contracts permit for further functionality: the shares of those baskets can not only 
be redeemed with the issuer but can also be traded on secondary marketplaces. Moreover, 
the shares of the basket can also be resolved, that is upon pressing a button on the smart 
device the share of the basket can be resolved and the underlyings be directly booked into 
the investor’s wallet – virtually without any counterparty risk. Think of the best of two worlds: 
ETF and managed accounts. New platforms, such as Tokenomatic combine the best charac-
teristics of both investment processes.

As the crypto investment world becomes ever more mainstream, we will see an increasing 
number of parallels emerging to the ones in the traditional world finance. Given the com-
plexities of 24/7 crypto trading investors will increasingly demand off-the-shelf solutions as 
they have in the conventional investment world. In general investors refrain from single stock 
picking, but prefer portfolios or products that represent portfolios, such as ETFs. The same 
will happen in the crypto world. Clients will not be willing or capable to trade on more than 
20000 different markets themselves around the clock, but they will request solutions that 
will buy them peace of mind. Fund solutions, or “Baskets” will emerge, providing clients to 
buy into baskets of crypto tokens, let it be the “World’s Top 20 Cryptos” by market cap or a 
thematic portfolio, such as “Medtech Tokens” or “IoT Tokens” or “Data Privacy” or ”Infrastruc-
ture Tokens”.

Interestingly enough, as these baskets are governed by smart contracts, they will not only 
be scalable but also highly cost-efficient to operate. Creating additional shares of these  
baskets will be a matter of pushing a button and thus professional portfolio managers and 
retail clients alike can create their individual baskets. In addition, this technology opens 
sheer limitless possibilities for mirror trading should a successful asset manager decide to 
share his or her strategy with the larger investment crowd.

THE WAY AHEAD

The brave new world of digital assets presents us with new complexities which appear to be 
almost insurmountable at first glance. Yet, once conquered with the help of systems these 
complexities also allow for new investment avenues, yielding more stability and returns to 
investors. As the crypto investment world will mature, we will see new products emerging 
that will better serve the needs of the younger investment generation and the same time will 
allow traditional wealth managers to venture into this new investment era at low levels of risk 
and high cost efficiency.
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