
Digital Asset allocation
in a diversified portfolio

Introduction

Digital assets, and crypto assets more 
specifically, are increasingly becoming 
a key component of any modern 
investment portfolio. It provides a new 
category of alternative assets, 
expanding the investable universe 
available to portfolio managers, and 
bringing with it return enhancement 
potential, albeit at higher volatility. 

Investors are already utilising crypto 
assets in their search for higher returns, 
through managed exposure. Regulatory 
certainty will further support the 
current level of adoption as institutional 
investors find themselves in an 
environment that will be more 
supportive of using crypto assets. 
During this time of change, investors 
need to ensure their portfolios remain 
relevant to the ever-changing market 
environment and engage with the new 
technology and assets this changing 
environment brings with them. 

Allocation considerations

In analysing an acceptable level of exposure for crypto assets in an 
investment portfolio, we draw from the principles of Modern 
Portfolio Theory (“MPT”). This is an investment theory that allows 
investors to assemble an asset portfolio that maximizes expected 
return for a given level of risk. investors are risk-averse; for a given 
level of expected return, they will always prefer the less risky 
portfolio. 

The MPT focuses on diversification and is the most widely used 
basis for constructing investment portfolios today.

In our assessment of what would constitute an acceptable level of 
exposure to crypto assets, we have found recent studies to be 
supportive of our view of a 1% to 5% allocation. We base our view, 
simplistically, on what is traditionally deemed to be a sufficient 
level of exposure to alternative assets in a conservative, 
well-diversified investment portfolio. Indeed, a study from Ark 
Invest indicated that a portfolio manager focusing on managing 
volatility would prefer an allocation of 2.55%. The manager with a 
focus on risk-related return would prefer an allocation of 6.55%. 

We believe that one should assess the crypto asset class on a 
risk-to-return basis, not simply volatility. This measurement is 
more relevant based on the MPT. 
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Pet Rock Investment approach
At Pet Rock Investments, we recommend a three step process when considering an allocation to Crypto 
exposure and proceeding with a Crypto investment: (1) Understand investment needs, (2) Selecting the right 
partner and onboarding, and (3) Monitoring performance on an ongoing basis.

Summary
We encourage thorough planning and holistic portfolio 

management. Utilising the MPT principles allows for the 

management of the increased volatility through the use of 

uncorrelated asset classes in a diversification-based 

strategy. Our view of allowing for an allocation of between 

1% to 5% of capital to crypto assets is supported by recent 

studies from leading firms, which base their analysis on the 

MPT principles. 

Pet Rock Investments provide access to Crypto markets 

using fund structures and best practices that are well 

known and trusted by the industry. Our funds are actively 

managed and we are constantly seeking the best 

opportunities for additional yield using the team’s Crypto 

and financial expertise. Consider our services in your journey 

of investing into Crypto markets.

3. Monitor performance
on an ongoing basis

At Pet Rock investments, monthly statements are 

prepared and sent by our independent Fund 

administrator. Clients do not have to manage any fund 

related issue on an ongoing basis besides monitoring their 

portfolio performance over time. We believe that each 

fund has a long term (3-5 year) return potential and it’s a 

matter of knowing that the fund is well managed by our 

team and that clients have full access to their funds and 

the team is contactable and available at all times.

2. Selecting the right partner and onboarding
The main consideration for partner selection is based on the amount of investment allocated and the degree of client 
involvement in managing the investment. If the investment is relatively small in relation to the client's overall portfolio 
and disposable income (e.g. R10,000) and the client is prepared to actively manage their Cryptos, then it would be 
beneficial to use a well known and trusted Crypto exchange, such as Luno or Ovex in South Africa. 

If the client is seeking to invest in a relatively sizeable amount and is looking for a service to manage the Crypto 
portfolio for them, then we recommend the services offered by Pet Rock Investments for the following reasons:

The other important aspect to partner selection is understanding fees. Pet Rock Investments charge a 2% 
management fee and a 20% performance fee which is limited to additional yield gained. This means that 0% 
performance fee is charged on any asset appreciation, which is significant considering the nature of Crypto. We 
recommend that you compare these fees across alternative options and traditional fund providers.

The final main consideration is the actual fund selection. Our four Funds offer investors comprehensive exposure to 
the digital asset market. The funds are closed and by private invitation only with a minimal investment criterion and the 
ability for investors to choose their own weighting with their portfolio. Example allocations are provided in the table.

The next step is to sign up with Pet Rock Investments. The onboarding process is simple - go to petrockinvest.com 
and enter your email address and follow the onboarding instructions. The investment is by invitation only and Pet 
Rock has a thorough “KYC” - know your customer vetting process. The online process allows for 3rd parties 
(advisors) to sign up their clients for them.

Actively managed by Crypto and financial services specialists

Institutional grade controls

End-to-end audited chain of custody

No technical know-how needed from clients

Fund name

USD Digital Asset

Bitcoin

Ethereum

Fantom

Total Allocation

Expected return

Yield

Asset appreciation

Asset appreciation

Asset appreciation

Risk profile

Low

Medium

High

High

 

100%

0%

0%

0%

100%

 

0%

80%

15%

5%

100%

 

0%

45%

45%

10%

100%

 

0%

15%

80%

5%

100%

 

15%

40%

20%

25%

100%

Bitcoin
(BTC)
weighted

USD
HedgeExample allocations (for illustration only)

BTC: ETH
balanced
Fund

Ethereum
(ETH)
Weighted

Industry
balanced

5% allocation

R50,000

R500,000

R750,000

R1,500,000

10% allocation

R100,000

R1,000,000

R1,500,000

R3,000,000

1. Understand investment needs
The first step is to make sure you seek advice from a qualified professional. Professional 
advisors know and understand the financial planning process that can assist in 
understanding a client’s current situation or circumstances, financial goals and 
objectives. This process involves gathering relevant financial information, understanding 
goals and objectives, examining the client’s current financial status and coming up with a 
strategy or plan to achieve the goals given the current situation and future plans. 

The primary consideration with Crypto exposure is understanding the risks and nature of 
the asset class. Crypto assets are currently not regulated and not recommended by 
some FInancial Service providers. This could be because of the volatile nature of Crypto 
and that regulated Financial Service providers are prohibited from marketing and selling 
Crypto related products. At Pet Rock, we’ve observed how international markets are 
moving towards regulation and institutional fund managers are actively opening Crypto 
asset funds for their clients - including the world's largest and highly respected asset 
managers - BlackRock.

If Crypto exposure is relevant as part of an investment portfolio, then an acceptable level 
of exposure should be decided on.

The next step is to choose between a local and offshore fund. Pet Rock Investments 

offers both a local (ZAR) or offshore (USD - Cayman/BVI) fund. Local funds accept 

South African rands and the offshore funds require United States dollars (USD).

The final step in the investment process is to find the right partner that fits the 

investment goals.

Client Portfolio size

R1,000,000

R10,000,000

R15,000,000

R30,000,000

1% allocation

R10,000

R100,000

R150,000

R300,000

3% allocation

R30,000

R300,000

R450,000

R900,000

Crypto exposure consideration

Disclaimer: All reasonable steps have been taken to ensure the information in this document is accurate. The information provided in this document does not constitute investment, financial or other advice nor does it represent financial 
advice as contemplated in terms of the Financial Advisory and Intermediary Services Act, 2002. Independent professional financial advice should always be sought before making an investment decision. Past performance is not a guide to 
future returns. The Funds are exposed to counterparty risk which may, in the highly unlikely event of default by any counterparty, result in significant losses. By investing in any of the Funds, you acknowledge that you have read and agree to 
the terms and conditions of use, privacy policy, and risk disclosure as listed on our website from time to time. 

Pet Rock Digital Asset Management (PTY) Ltd (PRDAM) (Registration number 2021 / 667301 / 07),  registered at 42 Keerom Street, Cape Town, is the Fund Manager for the Digital Asset funds. PRDAM is an authorised Financial Services 
Provider (FSP 52536) registered with the Financial Sector Conduct Authority (FSCA). As an authorised FSP, the company and its employees have to act ethically and impartially with due diligence and care in the interests of the clients and 
the integrity of the financial services industry.  

Pet Rock SPC (the ‘Fund’) is a segregated portfolio company incorporated in terms of the laws of the Cayman Islands with company registration number SE-391893. PetRock Investments Limited (the ‘Manager’) is authorised and regulated 
by the Financial Services Commission (BVI) with registration number IBR/AIM/22/0748.


