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Cryptocurrency and crypto-related
assets have become an increasingly
frequent topic of conversation
for defined contribution (DC) plan
sponsors and fiduciaries.
While cryptocurrencies have been in existence
for over a decade, a small DC plan administrator
brought it to the forefront for participantdirected retirement plans in 2021 by making
cryptocurrency accessible in several small plans it
administered. At that time, some of the largest DC
plan administrators decided not to follow suit, but
that has now changed and soon many more plan
sponsors will have the option to offer participants
access to cryptocurrency.
Currently, Mercer does not view cryptocurrency or
crypto-related assets as being a suitable standalone
investment option in the core menu of a DC plan
(we do not contemplate access through brokerage
windows in this paper). As we stay abreast of the
ever-changing investment opportunity-set and,
in particular, crypto- and digital-related assets,
it is possible that in the future our position may
change, but there are numerous circumstances that
contribute to our current view.

Investment management and advisory services for US clients are provided
by Mercer Investments LLC (Mercer Investments), which is one of several,
associated legal entities that provide investment services to clients as part
of a global investment advisory and investment management business
(collectively referred to as “Mercer”). Mercer Investments LLC is registered
to do business as “Mercer Investment Advisers LLC” in the following states:
Arizona, California, Florida, Illinois, Kentucky, New Jersey, North Carolina,
Oklahoma, Pennsylvania, Texas and West Virginia; as “Mercer Investments
LLC (Delaware)” in Georgia; as “Mercer Investments LLC of Delaware” in
Louisiana; and “Mercer Investments LLC, a limited liability company of
Delaware” in Oregon.
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Regulatory environment
On March 9, 2022, President Biden signed an Executive Order laying out a national policy and instructing
federal agencies to study and report on digital assets (including cryptocurrency). Some key areas of focus in
Executive Order include consumer protection, privacy, illicit finance, financial stability, environmental impact,
and maintaining national security. The very next day, the US Department of Labor issued a Compliance
Assistance Release outlining their concerns around the inclusion of cryptocurrency in 401(k) plans, specifically
commenting that “at this early stage in the history of cryptocurrencies, the Department has serious concerns
about the prudence of a fiduciary’s decision to expose a 401(k) plan’s participants to direct investments in
cryptocurrencies, or other products whose value is tied to cryptocurrencies.1” The Department of Labor cited
multiple concerns, such as the speculative and volatile nature of cryptocurrencies and valuation concerns.
We believe plan fiduciaries should be mindful of this sub-regulatory guidance when determining whether
offering cryptocurrencies or crypto-related assets as a core investment option is a prudent investment for all
plan participants.

1
https://www.dol.gov/agencies/ebsa/employers-and-advisers/planadministration-and-compliance/compliance-assistance-releases/2022-01
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Volatility
Cryptocurrencies have a history of high volatility. Looking at the current largest cryptocurrency (see Figure 1),
Bitcoin, we have seen significant swings in value over short time periods. The annualized standard deviation of
monthly returns of Bitcoin over the period from 2015 to 2020 was approximately 80%. This is at least four times
the volatility of publicly traded equities.
The chart below (see Figure 2) shows calendar
year returns of Bitcoin, which further illustrates
the volatility; in the past seven calendar years, the
range of returns has been -72% to +1,271%. Over the
most recent six-month period ending April 25, 2022,
Bitcoin had lost 34.2%2. While some participants may
understand the nature of and be able to withstand
high volatility, we believe most participants in DC
plans may not have the ability to absorb such volatility
or the expertise to truly understand the drivers of
cryptocurrency performance. It is also important to
highlight that while some have argued that cryptorelated assets serve as a diversifier, we have seen
correlations with traditional assets spike during
market selloffs.

Figure 1. Top 10 Cryptocurrencies3

4

2

2 2
2 2

55

5

Bitcoin
Ethereum

%

Terra
USD Coin
Solana

of market

Cardano
BNB

26

XRP
Dogecoin

Given DC plans serve as long-term savings vehicles
that employees increasingly rely on for their primary
source of retirement funds, providing investment
options with more consistent, less volatile return
patterns can support savings behaviors and possibly
enhance the long-term outcomes of participants.
Figure 2. Bitcoin (BTC) Calendar Year Returns4
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Participant education and
role in portfolio
Crypto-related assets have received a lot of attention
in the news and on social media platforms, which
has made them feel more mainstream in many ways.
However, we question whether most DC participants
have the resources or information needed to make
educated investment decisions when it comes to
investing in cryptocurrency or crypto-related assets.
Based on Mercer’s inquiries to some of the largest
DC plan administrators, educational information on
how to build a portfolio inclusive of cryptocurrency
has been extremely scarce. Further, being able to
distill facts about crypto-related assets can be time
consuming and difficult when looking to resources
available on social media or other more consumeroriented platforms.

When we think about providing building blocks
to create a portfolio for long-term retirement
savings, we generally do not recommend including
sector specific funds — and consider a cryptorelated asset to have characteristics that align with
more niche or sector-type funds. We find that the
potential for concentration risk, volatility and, in
some instances, high fees, are greater with niche or
sector specific funds. Generally, focusing on welldiversified investment options with fees deemed to be
reasonable relative to performance expectations will
provide better components for DC plan participants to
build long-term portfolios aligned with their individual
retirement goals.
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Our comments here are not all-inclusive but
intend to point out a few areas of concern for
adding standalone exposure to cryptocurrency
or crypto-related assets for DC plans.
There are numerous other concerns that Mercer currently believes outweigh the
benefits associated with crypto-related investments. We contemplate these,
along with the benefits, in some of our previous papers, Cryptoassets update –
Worth buying? and Gold & Bitcoin – birds of a feather or chalk and cheese? We
will continue to monitor developments in DC plan administration, cryptoasset
valuation and regulation, as well as investment implications. Plan sponsors who
wish to explore the addition of cryptocurrency or crypto-related assets, or who
are concerned with exposure through brokerage windows, should consult with
legal counsel to further understand implications and the extent of their fiduciary
responsibility. And for those sponsors looking to provide diversification
opportunities to DC participants, we suggest exploring other well-established
implementations, such as other diversified real asset investment strategies.

For more information
Contact your local Mercer office, email us at DCFWRResearch@mercer.com or
visit us at mercer.us.

Katie Hockenmaier
Head of US Defined Contribution Research
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with tax or legal implications.
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discussed.
For Mercer’s conflict of interest disclosures, contact your Mercer representative or see mercer.com/conflictsofinterest.
This does not contain investment advice relating to your particular circumstances. No investment decision should be made based on this
information without first obtaining appropriate professional advice and considering your circumstances. Mercer provides recommendations
based on the particular client’s circumstances, investment objectives and needs. As such, investment results will vary, and actual results may
differ materially.
Information contained herein may have been obtained from a range of third-party sources. Although the information is believed to be
reliable, Mercer has not sought to verify it independently. As such, Mercer makes no representations or warranties as to the accuracy of
the information presented and takes no responsibility or liability (including for indirect, consequential or incidental damages) for any error,
omission or inaccuracy in the data supplied by any third party.
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as an investment adviser does not imply a certain level of skill or training. The oral and written communications of an adviser provide you
with information about which you determine to hire or retain an adviser. Mercer Investments’ Form ADV Parts 2A and 2B can be obtained by
written request directed to: Compliance Department, Mercer Investments, 99 High Street, Boston, MA 02110.
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