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September 13, 2024

Vanessa A. Countryman

Secretary

U.S. Securities and Exchange Commission
100 F Street, NE

Washington, DC 20549-1090

Re:  SR-ISE-2024-03
Dear Ms. Countryman:

Better Markets' appreciates the opportunity to provide further comment on the proposed
rule change filed by Nasdaq ISE, LLC, seeking to list and trade options on iShares Bitcoin
Trust.> The Commission approved Nasdaq’s listing and trading of iShares Bitcoin Trust in
January 2024.> The Commission should not compound its mistake in approving this spot bitcoin
exchange-traded product (ETP) by approving the listing and trading of options on the ETP.

The Commission solicited comment on whether listing options on spot bitcoin ETPs
would result in adverse market impacts. The answer is that it would.

In our initial comment letter, we stated that given bitcoin’s already existing notorious
volatility, the Commission should tread carefully before approving the trading of options on spot
bitcoin ETPs.* We noted that options trading on spot bitcoin ETPs would inevitably be marketed
to retail investors, that options trades are typically unsuitable for retail investors even in the case
of traditional securities such as stocks, and that the availability of options on a volatile product
like spot bitcoin ETPs could leave a trail of destruction in its wake.” We also noted that the
approval of spot bitcoin ETPs deepened ties between the volatile world of cryptocurrencies and
the traditional financial system, that spot bitcoin ETPs posed financial stability risks due to
bitcoin’s volatility, and that options on spot bitcoin ETPs would further entangle the crypto
industry with traditional finance and aggravate those risks.> So options trading in spot bitcoin
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ETPs could harm the market as a whole as well as individual investors.” Recent events have
confirmed the riskiness and potential adverse market impacts of allowing options trading on spot
bitcoin ETPs where the asset underlying the ETP is the notoriously volatile bitcoin.

In early August, bitcoin dropped 15% in a 24-hour period.® The overall value of

cryptocurrencies sank by about $367 billion.’ This “latest crypto wipeout” was “felt by a broader

base of investors after the SEC this year approved new spot exchange-traded funds for bitcoin.
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Bitcoin dipped briefly below $50,000 on Monday, August 5, 2024,

At one point, bitcoin dropped 7% in an hour. While some speculated that the approval of

spot bitcoin ETPs “may reduce the volatility of bitcoin prices,”!? that has not proven to be the

case. Instead, we have seen a “stark reminder of how erratic the cryptocurrency can be.
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After rebounding throughout the month, bitcoin again dropped 7.5% over a week in early
September.'* This coincided with bitcoin ETPs losing $1.2 billion over eight days.'

Although sophisticated investors may use options to hedge against risk,'® most investors
in bitcoin ETPs have been retail investors,!” and retail investors are increasingly trading
options.'® The problem is that in the hands of retail investors options are akin to gambling.'®
Between November 2019 and June 2021, for example, retail investors lost over $2 billion trading
options.?® So options trading is risky for retail investor generally. That risk would be
compounded exponentially in the case of options on bitcoin ETPs because for retail investors
“crypto options trading can be risky on top of an already volatile crypto market.”*!

The fact that bitcoin ETP issuers are well-known firms appears designed to give retail
investors a false sense of security even though they are essentially investing in bitcoin. Indeed,
in some ways investing in spot bitcoin ETPs may be riskier than investing in bitcoin directly
because spot bitcoin ETPs only trade during trading hours.”* Regardless, the recent volatility in
bitcoin serves as “‘big reminder’” that bitcoin is a “‘risk asset[]’”” and “‘sits at the pointy end of
the risk spectrum.”?* Essentially, it is “‘pure, unadulterated speculation.””** Its value “seems to
largely hinge on speculation and market sentiment, rather than intrinsic value.”?® This makes it
incredibly risky because it is impossible to predict its value or its volatility.?® Spot bitcoin ETPs
expose retail investors to the risks that come with investing in bitcoin to an unprecedented
degree. Options trading on spot bitcoin ETPs would only further exacerbate those risk.
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Conclusion

We hope these comments are helpful as the Commission considers this matter.

Sincerely,

Benpaimen. Solsgriin
Be%in L. Schiffri

Director of Securities Policy

Better Markets, Inc.

2000 Pennsylvania Avenue, NW
Suite 4008

Washington, DC 20006

(202) 618-6464

bschiffrin@bettermarkets.org
http://www.bettermarkets.org




