
Tesla, Tech and Bitcoin
The difference between speculation and investing
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Test… Would You Invest in This Asset?

Answer later 

Year 1           Year 2          Year 3             Year 4           Year 5              Year 6         Year 7

This is a real price chart
• Over the 7-year period shown the price of this asset increased more than +500%
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What is a Bubble?
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Definition: What is a Price Bubble?

A bubble is a rapid escalation in market value of an asset. This price inflation is followed by 
exuberant market behavior.  During a bubble, assets typically trade at a price that greatly 
exceeds the asset’s intrinsic value. Bubbles usually end in a fast decrease in value referred to 
as a ‘crash’. 

Signs of a bubble before it bursts:
• Buying based on belief rather than analysis
• Related assets are valued at extraordinary levels
• Story becomes more important than real-world data 
• Doubters have been wrong for many years and are disregarded
• Unexplained dramatic rises in prices, often on no news
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Examples of Bubbles 
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Railway Mania!

Stock market bubble… in the 1840s 
• The invention of steam engines and the 

railway in the UK created a speculative bubble 
in stocks linked to railway construction.

Bubble Peak 
• The speculative bubble peaked in 1846 with 

plans for 15,300km (more than all the 
railways in modern UK) of new railways to be 
built (one-third was never constructed). 

A painting of the inaugural journey of the Liverpool and Manchester 
Railway, by A.B. Clayton

Conclusion 
• Railways really did end up changing the world… but that didn’t make railways a good 

investment in the 1840s… This was speculation rather than investing
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Dot-com Bubble

Speculation about the internet 
• The rise of the internet in the 1990s resulted in 

a speculative bubble in stocks with any relation 
to the internet.

Bubble Peak 
• Pets.com went public (IPO) and then went out 

of business in just 268 days 
• NASDAQ declined 85% in one year 

The Pets.com puppet appeared in many TV advertisements before the 

collapse of the company.  At the height of the dot-com bubble, the sock 

puppet was interviewed by People magazine, Good Morning America and 
appeared in a Super Bowl commercial. 

Conclusion 
• Like the railways mania, the internet really did end 

up changing the world… but this was speculation
rather than investing and investors lost money 
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Test… Would You Invest in This Asset?

Answer later 

Year 1           Year 2          Year 3             Year 4           Year 5              Year 6         Year 7
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Test… Would You Invest in This Asset?

Answer later 

Here’s a clue…
• We show the dates of this period are from 1994 to 2000…
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This is the Dot-com Bubble!

This is the NASDAQ
• The index rose more than 

500% between 1994 and 
2000 driven by the 
speculative bubble in 
internet stocks.

Then…
• The bubble burst.  The index 

declined 85% from 2000 to 
2001 with many internet 
stocks going out of business.



11

Lessons From History

The bubbles of the past give us a 
history lesson we must learn!

• Prices rising are not a reason to invest.
• Bubbles repeat and have similar 

characteristics.
• We can learn from past bubbles to try 

and spot new bubbles… before they 
burst!
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Are We in a Bubble Now?
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Bitcoin

The cryptocurrency revolution
• Blockchain technology and cryptocurrencies 

could revolutionize commerce.  This is driving 
price speculation in related assets.

Bubble Peak? 
• Bitcoin mining now uses more electricity 

each year (58.9 TWh) than the entire country 
of Switzerland (58.5 TWh)

Conclusion 
• Cryptocurrencies really might change the world… 
• … but that doesn’t make bitcoin a good investment.  
• This is speculation rather than investing

Zurich (shown above) is the largest city in Switzerland, an advanced 

industrialized European country with a population of 9 million people. Bitcoin 
mining now uses more energy than Switzerland. 
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Bitcoin

Signs of a bubble before it bursts:
• Buying based on belief rather than analysis
• Related assets are valued at extraordinary levels
• Story becomes more important than real-world data 
• Doubters have been wrong for many years and are disregarded
• Unexplained dramatic rises in prices, often on no news
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Tesla

The EV revolution
• Electric car technology is changing the world 

of transportation.  This is driving price 
speculation in related assets.

Bubble Peak? 
• Tesla is now worth more than the 10 largest 

car manufacturers in the world… combined!

Conclusion 
• Like railways, and the internet, electric 

cars really will change the world
• … but that doesn’t make Tesla a good 

investment.  



16

Tesla

Signs of a bubble before it bursts:
• Buying based on belief rather than analysis
• Related assets are valued at extraordinary levels
• Story becomes more important than real-world data 
• Doubters have been wrong for many years and are disregarded
• Unexplained dramatic rises in prices, often on no news
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How To Invest and Avoid Bubbles
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Growth-at-a-Reasonable Price (GARP)

GARP Investing Avoids Bubbles
• This strategy combines growth with 

valuations
• Growth: search for investments with high 

growth opportunity 
• Value: Only buy assets with reasonable 

valuations 

Proven strategy 
• This strategy avoids bubbles because 

valuation is core to the process. 
Exciting GARP Investments 
• GARP is never in a bubble… it can’t be 
• Many very exciting GARP investment opportunities today 
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Lessons for Investors 

How to Invest in Volatile Times

Avoid assets that may be in a bubble:
• Don’t take the risk as an investor 
• Focus on investing and do not speculate
• Investing requires patience
• Bubbles can be very dangerous 

Investing now: 
• Focus on valuation
• Long-term growth exposure 
• This means… GARP!



Q&A
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© 2021 Dominion Fund Management Limited. All rights reserved. The information contained in this presentation (“the Content”) is provided for information purposes only and is published by Dominion Fund Management Limited.
The Content of this presentation is not an invitation to make an investment nor does it constitute an offer for sale.
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Past performance is not a reliable indicator of future performance.

Dominion Global Trends – Luxury Consumer Fund, Dominion Global Trends – Managed Fund and Dominion Global Trends – Ecommerce Fund are all Sub-Funds of Dominion Global Trends SICAV p.l.c., regulated by the Malta 
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