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WHY BITCOIN MAY SOON TRADE LIKE GOLD ON 
STEROIDS 

We first alerted members to Bitcoin in a special report back when it was trading at $280. 
It’s no longer as cheap, but then a lot of risk has subsequently been taken off the table. 

Back then we all knew what would happen to you if you bought this loony cryptocurrency.  

You’d immediately grow taEoos, don a black leather jacket, baggy trousers, and would be 
found cooking meth in the basement, listening to gangster rap and molesGng 
schoolchildren. 

That’s changed. 

We then alerted members again on the 19th October when it was trading at $628 saying 
that if it broke $650 to buy in earnest. That was for technical reasons. We have another 
major technical threshold which sits right ahead of us which I’ll come to in a bit but I’m 
geOng ahead of myself. 

Some Brief Background 

Like personal computers in 1975 and the Internet in 1993, Bitcoin is a disrupGve 
technology that is now beginning to go mainstream. It’s no longer just for molly dealers and 
pedophiles.  



But as revoluGonary as the technology is, the most compelling thing about Bitcoin is its 
investment potenGal. Few major investment assets in existence today have as much upside 
as bitcoin.  

Since its invenGon in 2008 by the anonymous genius Satoshi Nakamoto, bitcoin has grown 
from an arcane technology known only to geek developers, to a cryptocurrency favored by 
the Libertarian fringe, and now finally to a legiGmate investment, with a $12 billion market 
cap and over 200,000 daily transacGons. 

h.p://www.coindesk.com/data/bitcoin-daily-transac?ons/ 

Despite its steady growth, Bitcoin’s use is sGll in its infancy. A long list of tech luminaries 
view bitcoin-- and its underlying technology blockchain--as the future of commerce. Bill 
Gates, Sir Richard Branson, ExecuGve Chairman of Google, Dr. Eric Schmidt and Paypal co-
founder Peter Thiel are just a few very smart people backing bitcoin.  

Venture capital for its part has discovered bitcoin in a big way, with the sector aEracGng 
over $1 billion in startup investment capital to date.  

Rest assured that if even a fracGon of this VC capital is producGvely put to use the 
applicaGons that result will add a leverage effect to Bitcoin in much the same way as paypal 
allowed many online businesses to leverage themselves. Bitcoin stands to benefit from 
mulGple complementary and converging technologies. 
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One of Bitcoins leading bulls is Marc Andreessen, developer of the first web browser and a 
seed investor in Facebook and TwiEer. He’s arguably the greatest venture capitalist of the 
tech era, and he’s a huge bitcoin believer. Here’s what Andreessen had to say in a 2014 
Washington Post interview: 

“Bitcoin is in the early stages of mainstreaming today...You've got big companies that are 
not yet doing a lot with it, but are looking very seriously at it. So every big bank has people 
that are trying to figure out what to do with Bitcoin; every big e-commerce company has 
people that are trying to figure out Bitcoin. You have mainstream regulators figuring it out; 
you've got people at the Federal Reserve, and the Treasury Department and IRS that are 
figuring it out. At the state level, people are engaged on it. And so, it's in the early stages of 
mainstreaming.” 

Another bitcoin devotee and personal friend is Tuur Demeester, investor and publisher of 
Macro Trends. Tuur is renowned as one of bitcoin's early champions, recommending it as an 
investment at $5 in January 2012. 

“I think bitcoin and the crypto currencies are the greatest investment opportunity of our 
day and age,” he told Bitcoin Magazine in 2013, “...in contrast with tradi?onal fiat money, 
Bitcoin is designed for the internet: it’s open source, it’s mobile, fast, and it allows for 
personal privacy.”  

He also added,  

“Because we are approaching a bankruptcy event in the developed economies, both in 
banks and governments, I think that Bitcoin, as a discrete and non confiscatable currency, 
will benefit greatly from the capital flight that will ensue.” 

Demeester’s view of bitcoin as not only a digital medium of exchange, but also as an 
investment that benefits from capital flight, is crucial. In fact, in its brief existence, bitcoin 
has seen three remarkable episodes of speculaGve frenzy due in part to its emerging use as 
a currency of last resort.  

1. April 1, 2011 $0.77 -- June 8, 2011 $29.60  Gain = 3,800% 
2. Dec.  31, 2012  $13.41 -- April 9, 2013 $230  Gain = 1,700% 
3. Sep. 30, 2013  $118.48 -- Nov. 25, 2013  $979.45  Gain = 826% 

And now bitcoin is in the midst of another uptrend. From a late May low of about 440, 
bitcoin touched 768 just before the Brexit vote. 170% is a great move, but we believe it 
may be just an appeGzer for what’s to come. 
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h.p://www.coindesk.com/price/ 

Bitcoin's acceptance as a technology and investment is just now reaching criGcal mass.  

If the global economy unravels in the years ahead as we believe inevitable and in fact as 
many of our friends and colleagues who we’ve occasionally introduced you to, believe 
possible, bitcoin could be a digital version of gold--an asset viewed as a currency of last 
resort, a place to park your money when things go south.  

Here’s one big difference though--there’s a few trillion dollars of investable gold out there. 
 Bitcoin’s market cap is currently $12 billion. Bitcoin may become gold on steroids. Get 
ready for the trade of a lifeGme. 

SyntheDcally ShorDng the Chinese Yuan 

But for bitcoin to really go parabolic, there’s one big shoe that needs to drop. The key 
catalyst for bitcoin’s massive move is likely to be the country so ojen at the center of global 
market worries: China. 

Desperate to maintain growth, with poliGcal stability ulGmately at stake, the Chinese 
government has for years been creaGng money nonstop and pumping it into its economy. 
They are now well into a long overdue non performing loan cycle at the same Gme that 
global growth has fallen on it’s face. 
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We’ve discussed in other publicaGons our bearish stance towards the Yuan and the trade’s 
been very good to us. 

As the pressures have built a consequence has been a gradually eroding yuan. 

Thousands of recently minted Chinese millionaires have seen their wealth gouged by the 
falling currency and are terrified of more losses down the road. In 2015, an esGmated $1 
trillion dollars of scared money lej China. And most of it lej illegally. 

A lot of this capital has found its way into the property bubble markets of Canada, Hong 
Kong and Australia. 

The Chinese government, concerned monetary oullows could turn yuan weakness into a 
rout, limit individuals to converGng only $50,000 of yuan per year.  

So the Chinese people have been forced to get creaGve when it comes to money 
expatriaGon. Over and under invoicing of imports/exports, USD insurance schemes, Macau 
junkets, even old fashioned smuggling are among the strategies used to move funds from 
the mainland. 

But in 2016, the Chinese government got serious, aggressively stepping up efforts to stop 
the oullows. By all indicaGons, it worked. Oullows are down vs 2015. However, what 
happens if global markets deteriorate more, or if skepGcism over the Chinese economy 
intensifies? 

What would happen if the slow crawl of yuan devaluaGon were to suddenly become a free 
fall? If the Chinese people were anxious to expatriate their money during a 7% devaluaGon, 
what if there was a sudden devaluaGon many Gmes that amount? The short answer: panic. 
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Which leads us back to bitcoin. With the Chinese government effecGvely sealing shut the 
exits for money expatriaGon, ciGzens desperate to get funds out have few choices. An 
obvious answer is bitcoin. GeOng your dough out of China is preEy much this simple: 
Deposit yuan in a bitcoin account and exchange the bitcoin overseas for some other 
currency.  

The Chinese are already the world’s leading users of bitcoin by far. The Wall Street Journal 
reported in June that two Chinese exchanges, Huobi and OKCoin, accounted for 92 percent 
of global trading in bitcoin. It’s easy to envision a mad rush by the Chinese into bitcoin ajer 
a surprise RMB devaluaGon. 

As you can see from the chart. China completely dominates Bitcoin trading. 

It is exactly this scenario that has prompted Mark Hart, a Texas-based hedge fund manager, 
to buy bitcoin.  

Hart, famous for making hundreds of millions of dollars beOng against subprime mortgages 
in 2008 and shorGng Europe in 2010, believes China will dramaGcally devalue the renminbi, 
allowing its currency to catch up with global economic reality.  

As he sees it, either China devalues the yuan in one fell swoop or the country sustains an 
ongoing slow devaluaGon with increasing debt defaults and acceleraGng capital oullows. It 
would be like ripping a Band-Aid off - immediate pain, but over quickly.   

Hart has said that “China should weaken its currency by more than 50 percent this year.” 
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Bitcoin/USD in purple and USD/CNH in orange. 

If that were to happen, a Gdal wave of Chinese money will rush into bitcoin. But the supply 
of bitcoin is Gny compared to China yuan deposits. Bitcoin will soar. Here’s what Hart said 
last February: 

“Buy bitcoin, because once the Chinese buying frenzy is unleashed, and $25 trillion in 
deposits scramble to be packed into a product with a $6.5 billion current market cap (but 
only when the price of a bitcoin is $430; the market cap does rise to $25 trillion if every 
bitcoin is worth $1.6 million) one thing will happen: the price of bitcoin will soar 
exponen?ally.” 

Another prominent Wall Street figure who owns bitcoin is Michael Novogratz, co-chief 
investment officer of macro funds at the $55bn Fortress Investment Group. Before joining 
Fortress in 2002, he spent 11 years at Goldman Sachs, and he is a member of the New York 
Federal Reserve’s investment advisory commiEee on financial markets.  

“Will more and more merchants allow you to buy stuff with Bitcoin?” Novogratz asked 
rhetorically, at a conference in 2013, “We’ll see. My gut is yes, but you don’t need to know that 
to make a bet. There are enough libertarian…[an?] government guys to at least make this a bubble.”  

So, an elite hedge fund manager who’s also an adviser to the New York Fed personally 
bought bitcoin, expecGng an eventual bubble. That’s interesGng. 

Another friend, Raoul Pal, a well known world-class investor, former hedge-fund manager, 
founder of the Global Macro Investor, and co-founder of RealVision TV sees a possibility 
that bitcoin will take over “at least part of gold’s tradi?onal role as a store of value.”  
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One only needs to look at the recent Brexit vote and market anxiety to understand that he’s 
right. Gold began to rally in late May, about a month before the Brexit vote, as investors 
posiGoned themselves for uncertainty.  

Likewise, bitcoin began to rally about the same Gme, peaking about a week before the vote. 
Gold’s top appreciaGon through the period--13.5%. Bitcoins peak gain--68%.  

In an interview with Grant Williams on Real Vision television in November of 2014, Pal, had 
this to say about bitcoin: 

“I did some analysis a while ago, [It] was to try and create a valua?on framework that gives 
some value to bitcoin because nobody really knows what it’s worth.” 

“I said OK well let’s assume it’s something like gold — There’s a finite amount that’s been 
mined. The rest is underground. We kind of know how long it’s going to take before all the 
gold is mined or before all the bitcoins. Put them in the same kind of equa?on we get a 
value of bitcoin and that value is a million dollars. Now, you’ll never hear an analyst say this 
— but I don’t mind this — I could be wrong by 90%, and it’s s?ll worth $100,000.” 

Just a reminder - right now bitcoin is trading around $725. 

An addiGonal wild-card in the bitcoin story are potenGal bitcoin ETFs. The Winklevoss 
twins, founders of Gemini Exchange, recently filed to become a bitcoin trust on the BATS 
exchange. SolidX, a blockchain tech firm, has also filed to launch an ETF on the NYSE. The 
products, if approved, will be a catalyst for insGtuGonal investment. And watch out when 
the Average Joe can buy BTC through his or her e-trade account.  

So the ingredients are in place for the mother of all bubbles to inflate bitcoin. But as we 
know from John-Paul Rodrigue, there are four phases of a bubble. Currently we’re in the 
“awareness phase.” This is where the investment begins to aEract widespread aEenGon, and 
upward price momentum begins to accelerate. There can be several short-lived sell-offs as a 
few investors cash in their first profits. These pullbacks are the ideal Gme to enter before 
the upcoming blast-off. 

The big money is made in a bubble’s “mania phase.” Here latecomers to the story discover 
the "investment opportunity of a lifeGme" and chase prices higher. It’s when a feedback 
loop of rising prices, irraGonal exuberance, greed, leveraged bets and bullish news drives 
prices nearly straight up. Paper fortunes are made overnight.  
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Of course, the bubble sooner or later pops, and latecomers, along with those who linger too 
long at the party will see their capital disappear quicker than you can say “look out below.” 

So be prepared. Accumulate a posiGon in bitcoin. When the inevitable mania arrives, it will 
be fast and furious. But don’t get caught up in the bullish hysteria. Have a plan, strap 
yourself in, keep your eyes wide open, and be prepared for the ride of a lifeGme. 

Why Now? 

We are finally showing progress in the long-term chart, all of our core key indicators are 
showing bullish confirmaGons across the board. First, we can see that we have just broken 
out of the lower part of the trend channel which is a very bullish signal. 

Capitalist Exploits Insider 2 November 2016

�9



We can also see that the volume in the recent breakout has really picked up to levels we 
haven't seen in almost a year. On Balance Volume, which measures buying and selling 
pressure, is breaking out in all Gme highs showing that the recent volume is mainly buying 
pressure. 

And finally the inverse head and shoulders structure is sGll in play. We expect to see all Gme 
highs as this paEern completes. 

In short if it breaks $800 and the neckline of the inverse head and shoulders, it’s going to 
$1,500 and beyond. 

And if you don’t understand technical analysis don’t worry. What you need to know is that a 
criGcal point has already been reached and if $800 is broken then the probability is 
massively in favour of Bitcoin exceeding previous highs. 

- The Capitalist Exploits Insider team 
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The informa?on provided in this publica?on is private, privileged, and confiden?al informa?on, licensed for your sole 
individual use as a subscriber. Capitalist Exploits reserves all rights to the content of this publica?on and related 
materials. Forwarding, copying, dissemina?ng, or distribu?ng this report in whole or in part, including substan?al 
quota?on of any por?on of the publica?on or any release of specific investment recommenda?ons, is strictly 
prohibited. 

Par?cipa?on in such ac?vity is grounds for immediate termina?on of all subscrip?ons of registered subscribers deemed 
to be involved at Capitalist Exploits. Capitalist Exploits reserves the right to monitor the use of this publica?on without 
disclosure by any electronic means it deems necessary and may change those means without no?ce at any ?me. If you 
have received this publica?on and are not the intended subscriber, please contact admin@capitalistexploits.at. 

Disclaimers 

Capitalist Exploits website, World Out Of Whack, Insider, and any content published by Capitalist Exploits is obtained 
from sources believed to be reliable, but its accuracy cannot be guaranteed. The informa?on contained in such 
publica?ons is not intended to cons?tute individual investment advice and is not designed to meet your personal 
financial situa?on. The opinions expressed in such publica?ons are those of the publisher and are subject to change 
without no?ce. The informa?on in such publica?ons may become outdated and there is no obliga?on to update any 
such informa?on. You are advised to discuss with your financial advisers your investment op?ons and whether any 
investment is suitable for your specific needs prior to making any investments. 

Capitalist Exploits and other en??es in which it has an interest, employees, officers, family, and associates may from 
?me to ?me have posi?ons in the securi?es or commodi?es covered in publica?ons or the website. Corporate policies 
are in effect that a.empt to avoid poten?al conflicts of interest and resolve conflicts of interest should they arise, in a 
?mely fashion. 

Capitalist Exploits reserves the right to cancel any subscrip?on at any ?me, and if it does so it will promptly refund to 
the subscriber the amount of the subscrip?on payment previously received rela?ng to the remaining subscrip?on 
period. Cancella?on of a subscrip?on may result from any unauthorized use or reproduc?on or rebroadcast of any 
Capitalist Exploits paid publica?on/s, any infringement or misappropria?on of Capitalist Exploits proprietary rights, or 
any other reason determined in the sole discre?on of Capitalist Exploits. 

Affiliate No=ce 

Capitalist Exploits has affiliate agreements in place that may include fee sharing. If you have a website and would like 
to be considered for inclusion in the Capitalist Exploits affiliate program, please email admin@capitalistexploits.at. 
Likewise, from ?me to ?me Capitalist Exploits may engage in affiliate programs covered by other companies, though 
corporate policy firmly dictates that such agreements will have no influence on any product or service 
recommenda?ons, nor alter the pricing that would otherwise be available in absence of such an agreement. As always, 
it is important that you do your own due diligence before transac?ng any business with any firm, for any product or 
service. 
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