
 

BITCOIN: A TREND OR A FAD? 

In this update: 

1. "Alt-coins" - Comparing Apples with Underwear 
2. Bitcoin - A Bubble? 
3. Headwinds to Bitcoin 
4. Tailwinds to Bitcoin 

Welcome to this special INSIDER sector update.  

The objecJve today is to provide you with something a liMle different to what you'll find 
anywhere else.  

Our aim is to introduce you to some valuable insights you can use to further develop an 
understanding of the world and to enable new valuable ideas. I trust and hope you'll find 
what follows both thought provoking and profitable. 

Enjoy! I wish you all the very best of things - health, wealth, luck, and happiness.  

- Chris 



A couple days ago Bitcoin broke through the $2,500 barrier, up over 160% this year alone 
and up over $400 this week alone.  

I wrote an arJcle reflecJng on the so named "alt-coin" market, and honestly there is only 
one way to describe it: "en fuego." 

In order to further augment my understanding of where we're at and what the parJcular 
pieces of the puzzle are, I've spent the past few weeks speaking with dozens of investors, 
traders, and geeks alike. I want to bring to your aMenJon one of these conversaJons. 

I had it two days ago with an old friend, Jeff Bone, a former business partner and fellow 
investor in many private deals. Jeff is also the gent who originally brought Bitcoin to my 
aMenJon.  

Every Jme I menJon this a small piece of me dies. Why? Well, let's just say that when Jeff 
first menJoned it to me I was busy and set the idea aside, only to revisit much later… when 
Bitcoin was over $100. As a result, I never bought any way back when I -- unlike so many -- 
actually knew about it and had the opportunity to do something about it. Urghhh! 

I can console myself with knowing that I got involved a lot earlier than most but math is 
math and it doesn't lie. 

A liMle bit of background to Jeff is in order. "JB" flies "under the radar", has liMle to no public 
presence -- other than in these pages -- but is easily one of the smartest guys I've ever had 
the pleasure of befriending. His brain is truly something else, and I have spent many long 
hours chewing the intellectual cud with Jeff.  

Jeff is always always years ahead in his trend spo`ng and understanding of complex 
systems. He is a computer scienJst, financial engineer, entrepreneur, and investor, who -- 
aside from currently building arJficial intelligence systems to trade Bitcoin -- in a previous 
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life built the first FX algo trading pladorm before "high frequency trading" existed. He did 
this for RGM advisors aher founding StoredIQ which was sold to IBM in December 2012.  

This is just a Jny sampling of his many other achievements. 
The truth is, if I was to keep lisJng his set of achievements, companies founded, built and 
sold, two things are going to happen: 

1. I'm going to start feeling really inadequate, and  
2. You're going to have to get through pages of material.  

Suffice to say - Jeff's understanding of and knowledge of blockchain technologies, alt 
currencies, complex systems, and the like is unsurpassed in my book.  

I spoke with Jeff and the call was recorded, though I warn you that I'd not originally 
intended to share the audio with anyone. As I began wriJng this report to you I changed my 
mind and aher ediJng out topics which aren't relevant to this report I invite you to listen in 
as we discuss Bitcoin, the alt-currency markets, and what it all means. 

I do apologise for background noise. Once again, I wasn't anJcipaJng sharing this with 
members but I think it's too valuable not to share. 

Listen to our conversaJon here: 

hMps://soundcloud.com/big-quesJon-podcast/insider-talking-cryptocurrencies-with-jeff-
bone-26-may-2017/s-CWwK0 

It cuts to my asking Jeff about the "alt-currencies". 

Finished listening? 

Ok, great. Let's get clarifying further some discussion points then... 

Alt-Coins: Comparing Apples and Underwear 

Bitcoin and the "alt-coins" are not the same thing. They aren't even compeJJve. They serve 
different purposes and should not be compared AT ALL. 

The analogy that I think best fits is that of a clearing house. Take the example of Euroclear. 
Euroclear is essenJally a pladorm that provides seMlement and safeguarding of securiJes. 
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Now, take an index and an ETF. Both the index and ETF provide investors with access to a 
number of assets/companies/commodiJes or whatever sit inside the index or ETF. Both of 
these clear on the Euroclear pladorm.  

They serve very different purposes not only to one another but absolutely to Euroclear and 
should not be compared with it. Nobody compares Euroclear with the CRB Index or the 
iShares MSCI Europe Financials ETF with the Euroclear pladorm. 

Much in the same way alt-coins are much more like the Index and ETF. In many instances 
they form a transacJonal layer on top of the Bitcoin blockchain. They add value to the 
Bitcoin blockchain in the same way the iShares MSCI Europe Financials ETF adds value to 
Euroclear. Euroclear is more profitable and therefore more valuable as a result of the 
relaJonship. It's complimentary, not compeJJve.  

In summary: The Bitcoin blockchain acts as a clearing pladorm just like Euroclear does for 
securiJes. Most of the "alt-currencies seMle or clear on this clearing system.  

Right now these other crypto currencies aren't really currencies but rather a type of 
tradeable equity, credits, or bonds - albeit in the crypto space. What's worth thinking about 
is where these will seMle. It's my belief that they will seMle either on chain (bitcoin 
blockchain) or off-chain (side chains) which will then ulJmately seMle on chain. Either way, 
Bitcoin ends up owning the vast majority of this space. 

A Bubble?  

Ok, so clearly when we're looking at the hundreds of alt-coins out there we are 
differenJaJng between those that solve a parJcular problem much like an ETF solves a 
problem… and those that perform a clearing and seMling funcJon such as Ethereum and 
Bitcoin. 

Let's briefly touch on the alt-coin market. You heard Jeff's thoughts on this, and I concur. 
This is displaying clear signs of bubble-like behaviour. Every man and his dog is rushing to 
present a new "ICO" (iniJal coin offering) and that -- you don't need me to tell you -- is 
going to involve all sorts of fun where people with money end up without it… and people 
without any end up with a lot. It isn't a game I will be playing. 

That said, I want to remind you of one thing. I've heard comments such as, "this is like the 
Nasdaq bubble." 
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Maybe. But consider this. Nasdaq at its peak was worth $6 trillion. The enJre crypto market 
is about 1% of that. Ask yourself this: Of the people people you know (brothers, sisters, 
cousins, neighbors, etc.), how many know of Bitcoin let alone all these other coins? 

So I think this can get bigger before it gets smaller (alt-coins and ICOs). What is clear to me 
is that the underlying technology being the blockchain (bitcoin being the clear leader) isn't 
going away. 

Moving Onto Bitcoin... 

To first answer the quesJon of whether or not Bitcoin is a bubble we need to have an 
understanding of the components at work. When we value a business we can look at the 
assets on the balance sheet, receivables, debts, cost of capital, free cash flow, and all the 
other fun stuff. 

So to answer this quesJon we need to first begin with the understanding that Bitcoin is a 
protocol not an apple, a g-string, or Tesla stock (don't get me started). 

To determine the value of Bitcoin we need to first understand that its value is proporJonal 
to the square of the number of users in the network. This includes, miners, retailers selling 
product and taking payment in BTC, Joe Sixpack, etc. 

The clearest example that I have found to describe this phenomenon is that of the first 
network cards. Back in the 70's (clearly a vintage decade) when my parents' DNA was 
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designing me, Robert Metcalfe invented the ethernet. Or at least what we refer to today as 
the ethernet.  

In order for his invenJon to work and for him to make a bob or two on his invenJon he sold 
network cards. Regular (non-geeks) folk had a hard Jme understanding why on earth they 
needed to connect their computers together. Aher all, they seemed to work perfectly fine 
as they were. Robert explained it like this. 

Say you buy 10 computers, their cost being equal to 10. Plug in network cards and the 
condiJonal costs of 10 computers will be 45. The number-crunching-cardigan-wearing 
accountants in the back office they quickly realised that this is 4.5 Jmes more profitable. 
And so the non-geeks piled in and bought Robert's network cards. This was the beginnings 
of what we today call the Internet. 

Now, if we are to look at literally anything that shares network effects, we can see the same 
phenomenon being applied. In fact, from a previous life (venture capital) I can promise you 
that many VCs live by this formula. Think of Uber, Facebook, or TwiMer although this isn't 
actually a new phenomenon.  

I found this graphic from The NY Times below which tells the story beMer than I ever could: 

You can see from the above that when useful technologies take hold they grow 
exponenJally unJl a saturaJon point is reached. Those with network effects have the same 
growth paMerns but the Jmeframe is massively narrowed due to the network effects on 
technology. Consider this graph and then ask yourself where we're likely at in the cycle of 
adopJon and usage of the bitcoin blockchain.  
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A Square of a Number of Factors 

This is where it gets a liMle more tricky.  

I said the ulJmate value is a square of the various users and components. So let's take a 
look at those that most readily spring to mind. 

We know that in order to use Bitcoin the first step is to set up a wallet. So we can easily 
extrapolate that wallet growth will be accompanied by growth of Bitcoin use. This we can 
track in real Jme at blockchain.info. Here is a chart showing this component. The link will 
take you to the same chart (in case the graphic isn't all that clear). 

And here we have the number of confirmed transacJons per day. Once again, this is 
trackable in real Jme here. 

Capitalist Exploits Insider Bitcoin: A Trend Or A Fad?

�7

https://blockchain.info/charts/my-wallet-n-users?timespan=all&showDataPoints=false&daysAverageString=1&show_header=true&scale=0&address=
https://blockchain.info/charts/n-transactions?timespan=all


And the hash rate: 

As you can see, all of the variables are actually moving in the "standard" fashion one would 
associate with adopJon of things such as electricity, microwaves and so forth. 

And this brings me to the conclusion that... 

Bitcoin Isn't a Bubble 

For your own due diligence you can check out this site providing us with live stats on 
Internet usage worldwide. Today it's just over 3.6 billion people using the Internet… and 
climbing. Is Internet usage a bubble? 

What about adopJon of devices? 
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Consider that the number of devices connected to the Internet is approximated at over 20 
billion. How many of those devices will ulJmately use a blockchain?  

Don't get me wrong. The price will be volaJle. As Jme progresses and the number of users 
increase so too the volaJlity will decrease.  

Will the price keep going up? Yes. 

Will the price crash? Yes. 

The thing to ask yourself is this. What is your Jmeframe? 

You've invested in what is a beauJful combinaJon of mathemaJcs, cryptography, and 
computer science. 

People look around the world and ask themselves. What the hell? What on earth is the 
soluJon to this monetary madness and the fiat currency system? Folks, I think we're staring 
at the soluJon. Nobody with even a half decent knowledge of the intractable problems 
inherent in our debt based monetary system will look at you askance when you suggest that 
the system must collapse. We all know it… Jming is the only quesJon that we grapple with. 

Consider that and then consider what risks we're taking. PerspecJve someJmes is 
everything. 

Gold… Yes, Gold 

The various properJes that have afforded gold the mantle for thousands of years are as 
follows. 

Aristotle provided us with an answer with his aMributes of a good form of money: 

1. It must be durable. Money must stand the test of Jme and the elements. It must 
not fade, corrode, or change through Jme.  

2. It must be portable. Money hold a high amount of 'worth' relaJve to its weight 
and size.  

3. It must be divisible. Money should be relaJvely easy to separate and re-combine 
without affecJng its fundamental characterisJcs. An extension of this idea is that 
the item should be 'fungible'. DicJonary.com describes fungible as: "(esp. of goods) 
being of such nature or kind as to be freely exchangeable or replaceable, in whole or in 
part, for another of like nature or kind."  
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4. It must have intrinsic value. This value of money should be independent of any 
other object and contained in the money itself. 

So what does Bitcoin offer? 

1. No taxes. 
2. Free account opening. No need for proof of address, stool samples etc. This is 

simply calculated from your private key. 
3. Low transacJon fees. 
4. TransacJons conducted, executed in seconds rather than days or even weeks 

with the exisJng interbank networks such as Swih. 
5. A complete traceable history of all transacJons. 
6. A trustless system. No need to engage expensive lawyers etc to ensure against 

fraudulent dealings. 
7. TransacJons cannot be rolled back. 
8. Accounts/wallets cannot be blocked. 
9. Clearing and seMlement is 100% transparent. 
10. Send $0.02 or $200M. No limits placed. 
11. Completely transportable unlike any "physical asset". 
12. You are your own bank. No need for trust to be placed in a faceless enJty whose 

balance sheet you can't adequately analyse (off balance sheet items anyone?). 

What About the Authorities? 

Jeff and I discussed the risk of authoriJes making Bitcoin illegal, and in fact, I've discussed 
the same issue with mulJple other parJes.  

Notably Russia lihed their ban on Bitcoin. Why? It is virtually impossible to effecJvely block 
it. They can make it illegal but it transcends borders, and we are in a world increasingly 
moving towards fragmentaJon of the naJon state. This will involve more, not less, 
compeJJon between states.  

Case in point: 

Jeff and I talk about this with respect to China who clamped down on Bitcoin exchanges, 
making fiat currency transfers to the exchanges illegal. What few talked about was that 
their long Jme enemy and neighbor Japan then went and allowed Bitcoin as legal tender. 
The value transfer happens seamlessly and now, not unsurprisingly, China has just opened 
up this conduit which they'd previously clamped down on.  
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NaJon states will find themselves forced by the technological superiority to adapt to these 
new realiJes. For governments it will be far more efficient and effecJve to tax the 
components in the system than it is to try to ban it. 

Something Else 

Have you heard of the Streisand effect? 

I had not, but came across it in my research on this topic. 

In 2003, Barbra Streisand got her knickers in a knot and sued a photographer (for violaJon 
of privacy) for displaying a photo of her Malibu home in a collecJon of 12,000 other photos 
of the California coastline that were taken to illustrate coastal erosion. The picture had at 
that point been downloaded a total of six Jmes, two of which were by Streisand's lawyers. 
In other words, nobody gave a damn.  

In any event, the lawsuit had the unintended consequence of drawing aMenJon to the 
photograph, which went viral with copies being made and mirror sites being setup outside 
of the US and thus outside of the jurisdicJon of US law. The silly old goats $50 million 
lawsuit was eventually dismissed under the anJ-SLAPP provisions of California law. This 
itself brought yet another wave of interest in the picture, resulJng in even more hits to the 
sites displaying the photo.  

Now, consider the free markeJng that Bitcoin has received in China as Chinese move their 
capital out of the country. Consider before this the case of Cyprus, ArgenJna. In all 
incidences, the Streisand effect certainly brought more aMenJon to Bitcoin than detracted 
from it.  

Now, consider that Bitcoin has no centre to aMack. There is no Bitcoin HQ guarded by 
dobermans, lasers, and Vin Diesel. OrganisaJons and persons that make up the 
funcJonality of Bitcoin are geographically dispersed and at this point far too numerous to 
control. 

Since there is no central clearing house there really is no way a regulator can stop Joey in 
San Francisco from downloading a Bitcoin wallet and sending his mistress Maria in 
Venezuela Bitcoins (more on Venezuela further on in this report).  

I've had an argument put to me that authoriJes will block all the websites that people can 
download Bitcoin wallets from. Sure, but as BitTorrent has already proved to us new ones 
will pop up like mushrooms aher a rainstorm. Heck, even if they shut down the enJre 
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internet people can send Bitcoin via sms and, as Jeff and I discussed, mesh networks and 
the like are actually already developed.  

If you wanted to take this argument a step further you could say: Oh well, the government 
in a blind panic could shut down the electricity supply. True but baMery, solar, and wind 
power would suddenly find scale of economies like never before.  

Furthermore, if you imagine a state of affairs where governments are in such desperaJon 
then you'll realise why I have the following story for you. 

I'm excerpJng an enJre post that my trusty Slovenian slave... I mean staff member found. 
You can see the enJre thread on reddit here. 

"I'm wriAng this post in response to comments I get from people when I try and explain 
what Bitcoin is. Uneducated people have told me countless Ames that bitcoins are only 
used by criminals. I want to debunk that myth and explain how the real potenAal for 
bitcoins is so much bigger than the black market can ever be. 

Bitcoin is literally saving my family from hunger and giving them the financial freedom to 
emigrate in the near future. My parents and sister live in Venezuela. A lot of you might not 
know exactly what's happening there so here are the cliff notes. 

1. An incredible incompetent socialist government took power.  
2. They created strict currency controls that made it impossible for people to buy 

goods in anything other that their local currency. If you owned a business and 
needed to import something from overseas you needed the government's approval 
to exchange the local currency to US dollars 
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3. This made running a business almost impossible. To operate you had to buy US 
dollars on a black market or bribe a government official to exchange currency.  

4. When oil prices dropped the government quickly ran out of money causing expected 
inflaAon of 1800% in 2017.  

For more about what's going on in Venezuela check our www.reddit.com/r/arepas. 

Things started to get really bad in Venezuela around 2014. My father owned at the Ame a 
successful air condiAoning repair business but he knew things were about to take a turn for 
the worse. We came up with a plan to open a US bank account and convert bolivers 
(Venezuelan currency) into US dollars so we would be protected from inflaAon. We quickly 
ran into logisAcal problems physically geZng and safely transporAng the money out of the 
country. Caracas is one of the most violent ciAes in the world. Car jackings are common 
and people are killed for their cell phones. The airport police are corrupt and just as likely to 
rob you and the money can't be put in the local bank because you aren't allowed to have 
dollars. 

I'm 2014 Bitcoin was a new technology so we were very skepAcal about it but we didn't 
have any other opAons. 

Fast forward to 2017. The economy is Venezuela is dead. My father lost his air 
condiAoning business and people like our neighbors that where middle and upper class a 
few years ago can't afford food. Thanks to the rising price of Bitcoin and its relaAve stability 
(to the Venezuelan economy) My family is part of a very small fortunate minority that can 
afford to help feed their community and also potenAally immigrate to another country. 

Now consider how big the Venezuelan economy is and that other countries like Brazil and 
ArgenAna are also experiencing similar problems. If ciAzens converted only a small amount 
of their savings into bitcoins this would represent an incredible amount of money. 

Bitcoin can give anyone the ability to trade freely and protect themselves financially against 
corrupt and incompetent governments. In a world of 6 billion people, most of which have 
no access or are ineligible for basic banking services and an increasing number of 
governments opposing free speech and basic human rights Bitcoin might not be the perfect 
hero we want but it's what we need. 

So in summary Bitcoin is used by criminals the same way cash is used by criminals. If you 
take one step back you'll realize that the possible legiAmate uses for Bitcoin are far greater 
than the black market can ever be." 
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The BIGGEST Risk 

This should surprise nobody… but usually does. 

The biggest risk I believe right now lies not in compuJng power, government, scaling ability, 
hard forks, or even an EMP strike crippling the Internet. It lies in doing something really 
fucking stupid.  

Like what? 

Like not knowing how to actually use Bitcoin. How to set up and use your wallet, use an 
exchange, transfer your Bitcoin around and secure it. People are inherently lazy. They will 
look for the easy way out. I'm no excepJon. I don't service my cars, not because I can't 
educate myself as to how to do so but because it's far easier to find someone else to handle 
that problem, and I can go on my merry way and sit down and write reports to you instead. I 
do things that please me and reward me.  

Well, we're sJll in a relaJvely early stage of this revoluJonary technology. I can't promise 
you anything, even that it survives but what I do know is that the ease of use of virtually 
anything is inversely proporJonal to its actual usage. By the Jme user interfaces are built to 
facilitate Bitcoin (remember, well over $1b into blockchain startups already) and the 
mulJple (probably millions) of layers that will come with and on it the value of this and 
indeed other blockchains will likely be many mulJples of what it is today.  

Summary and Steps to Take 

Right now understanding this market is labour intensive and unless you speak geek you're 
up against a steep learning curve. Trust me, by the Jme it's all as smooth and seamless as 
your silk underwear an incredible transfer of wealth will have already taken place.  

• Get familiar with buying, storing, and using Bitcoin. Because the transacJon costs 
are so low you can do this with a hundred bucks or less. This is criJcal. You don't 
want to be the guy who bought $100 of Bitcoin and promptly lost it. If it ulJmately 
meets its potenJal your grandkids will disown you. 

• The Jme to upskill on your technical savvy of your own computer, phone etc. is now. 
I menJoned this the other day but simple things like running a VPN (I use and love 
this one) securing your data and so on is now. You can easily lose EVERYTHING due 
to a lack of computer literacy. Skill up. 
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• Don't get freaked out when the Bitcoin price takes a massive dive again. Review the 
"pieces" to see if anything fundamentally has changed. If not then you have yourself 
a buying opportunity.  

Best of luck to you. 

Sincerely, 

Chris MacIntosh 

Founder & Editor In Chief, Capitalist Exploits Independent Investment Research 
Founder & Managing Partner, Asymmetric OpportuniJes Fund 
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