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Introduc)on 
Bitcoin is easily the most complex, misunderstood (perhaps even by myself), and poten:ally 

asymmetric investment opportunity I have ever analysed. 

This paper is inves:ga:ve in nature and designed to get investors to embrace and 

understand what’s at stake. Choosing a bullish or bearish view on any investment without 

cri:cally examining all the pieces of the puzzle is what most investors do. We will not. 

Dogma)sm is an investor’s cyanide - something worth remembering.  

Let’s not to be myopic about where things may land up and instead develop an 

understanding of the many complex issues which we as investors face today. Bitcoin is quite 

simply a lab rat, and a most fascina:ng one at that. Right now we don’t know if it’ll make it 

out alive or if it will come out as a hyper resistant terminator rat which changes our world 

forever. If it’s the former, then we’ll have other issues to deal with and if it’s the laIer, an 

absolute fortune may be lying in front of us.  

The headwinds for Bitcoin as a currency are rising, and, ironically, it is these very same 

headwinds that simultaneously provide so much poten:al upside for Bitcoin (both the 

currency and certainly the bitcoin blockchain). 

Onward…. 
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Bitcoin Thus Far 

This, my friends, has been the single most asymmetric investment in history. Returns thus 

far have been out-frickin-standing! 

If, in 2011 you and I’d had the foresight to invest just USD10,000 - the price of a return 

business class flight and a couple nights in a nice hotel in any major world city - it would 

have bought us 33,333 Bitcoins. We could have been on a business trip to see God herself 

and the investment returns which lay ahead for Bitcoin would have s:ll been really tough to 

beat. 

The price on the 1 January 2011 was just USD0.30. Very few investors had heard about or 

knew about Bitcoin at this point and as such it’s not a par:cularly valid star:ng point even 

though the first transac:ons concluded were at USD0.008 per Bitcoin and so the price 

increase had already been extraordinary. In fact, the first bitcoin transac:ons were 

nego:ated by individuals on the bitcointalk forums with one notable transac:on of 10,000 

BTC used to indirectly purchase two pizzas delivered by Papa John’s (worth USD10 million 

today). Somebody, somewhere is cursing buying those pizzas. 
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Nevertheless, our USD10,000 invested at USD0.30 would today be valued at 

USD33,333,333 based on a Bitcoin price of USD1,000 (as of this wri:ng). Over USD30 

million bucks! Enough to make most of us do the happy dance. 

Sadly, even though I was alerted to the opportunity preIy early (around USD30), I didn’t 

pay much aIen:on to it - easily the worst investment decision of my career. Bitcoin was, 

a]er all, something that only pimply faced kids with baggy trousers, hoodies, and a diet of 

Red Bull and Fritos understood. Myself? Not so much. 

Fast forward today and you’d need to be living under a rock to not have heard about 

Bitcoin, which begs the ques:on... 

Has the boat been missed? 

To those sugges:ng inves:ng now in 

Bitcoin means investors have already 

missed the boat let me point out that 

crypto currencies, of which Bitcoin is the 

largest, aren’t even a rounding error in 

terms of the global trading volumes of 

assets.  

Let’s take a brief look at what Bitcoin is and how it’s being valued, then we’ll explore some 

ideas, and finally we’ll look at both the headwinds against, and the tailwinds for this 

fascina:ng asset and technology. 

Bitcoin, A Currency 
Bitcoin has been accused of being a currency. Certainly, it’s a medium of exchange and it 

does fit many aIributes of money. 

Barry Silbert, the founder of SecondMarket, makes the case for Bitcoin as an asset similar to 

gold:  
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“Bitcoin has all the same a/ributes of gold in that it’s scarce, there’s a finite supply, it’s 

fungible, it’s highly divisible, it can’t be counterfeit.” 

I’d add another item to this list: u)lity.  

There is no ques:on that the u:lity of Bitcoin is superior to that of gold. This may well 

change - and I’ll get into that in this report - but right now the trends favour Bitcoin in terms 

of sheer u:lity. 

Anyone can buy and sell goods around the world using Bitcoin, either directly with 

counterpar:es or via Bitcoin payment processors, and they can do so at a complete frac:on 

of the cost of doing so with any other medium of exchange. In this regard it is superior. 

There is no beIer, faster, safer method available today. None. 

Ownership in Infrastructure of Unquan)fiable Value 

While trea:ng Bitcoin as a currency or indeed valuing it as such has some merit right now 

it’s been trading more as a commodity than a currency but I think this is missing perhaps the 

most significant value aIribute of all.  

I’ve not heard of anyone think of buying Bitcoin and looking at it as a share in the 

blockchain. 

“The blockchain is an incorrup@ble digital ledger of economic transac@ons that can be 

programmed to record not just financial transac@ons but virtually everything of value.”  

- Don & Alex TapscoI, authors Blockchain Revolu:on (2016)  

Looked at this way it’s not unlike having a share in the internet when it was first being 

formed. 

The “Interwebpipes” - An Analogy 

Let’s briefly look at the Internet. It changed the world. Cliche? Not at all. 

Consider that today, preIy much no maIer where we are in the world, we can connect, 

laugh at Asians falling off scooters, drunk Russians hur:ng themselves, or watch a bored 
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housewife in Ohio play with herself all while ordering a new pair of jeans to be delivered to 

our front door while shor:ng the euro. 

Think about how much we use this thing called the Internet. Whether it be Wikipedia, social 

media, managing finances, trading, streaming video, Skype,... The list goes on and on and 

I’ve not even covered the Internet of Things. 

Around 40% of the world's popula:on today is connected to the net. In 1995 this number 

was less than 1%.  

What made it possible? 

Remember the dot.com boom and bust? 

The Nasdaq peaked with an eye watering P/E ra:o of 200 before newly minted internet 

millionaires were forced to return their sports cars to dealers and put their mansions on the 

market in the process. 

The boom was instrumental in what we have today: an infrastructure that is desperately 

close to free. All those fibre op:c cables laid providing the infrastructure so crucial to our 

connec:vity today didn’t come cheap. In fact, they were preIy expensive. What made it 

6 www.CapitalistExploits.at

Bitcoin: A Critical Assessment of the World s Most Disruptive Technology
,

http://www.CapitalistExploits.at
http://www.CapitalistExploits.at


cheap for us today is the subsequent bust which le] the infrastructure assets trading for 

cents on the dollar.  

As the bubble burst and investment capital was vaporized, the infrastructure remained. The 

cool thing about booms and busts is that in a bust the goods created in the boom simply 

change hands at new values: values that bear no resemblance to “fundamental” cash flow 

es:mates or indeed raw cost. Just as in the boom P/E, P/S, and P/B ra:os blew out like 

candles at a 5-year old's birthday party so, too, on the downside they blow out, allowing 

those who come in and buy the assets to have a new “cost basis”. One that is many orders 

of magnitude cheaper than it would cost them to build it from scratch. It’s like buying a 

ready built house that would cost USD1m to build for USD100,000.  

Occasionally this happens in markets, and when it does it completely changes exis:ng 

dynamics forcing us to re-examine everything, and this is what has happened with the 

internet. I men:on the internet for two reasons. One is that without it Bitcoin would not be 

possible, and the second is that the network effect that we’ve all experienced with the 

mul:ple applica:ons built on the internet provide us with some sort of framework with 

which to evaluate the poten:al of Bitcoin going forward. 

Consider the absolutely breathtaking number of applica:ons which have been built on the 

back of this cheap data transfer backbone. Now, consider the number of applica:ons which 

are currently being worked on using the bitcoin blockchain as a backbone. 

Here is just a minuscule sampling: 

- RemiIances 

- Vo:ng 

- Notary services 

- Stock exchanges 

- Land registries 

- Licensing - everything from music rights to trademarks (think IP)  
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The number of applica:ons are virtually endless, and just as we couldn’t have known 

beforehand of all the applica:ons that exists today on the backbone of the internet, so, too, 

exists the sheer enormity of scope for applica:ons on the blockchain which leverages this 

infrastructure. 

The analogy can be made that even though there was a boom and a bust with the Internet: 

if you and I could have owned a piece in what is today the Internet we’d definitely have 

done so. Of course, the Internet isn’t owned by anyone and though Bitcoin isn’t owned by 

anyone either, being decentralised by design, the connec:vity between Bitcoin and the 

blockchain allow for us to do so.  

Importantly Bitcoin and the bitcoin blockchain are inseparable. I’ve argued this point with 

people before and I like the analogy that Glenn Hutchins, co-founder of Silver Lake 

Partners, a USD26 billion private equity firm makes. He suggests that bitcoin is more like 

copper than gold. Why? 

“The blockchain cannot exist without the currency Bitcoin, as electronics cannot exist 

without copper.” 

“I think the be/er analogy is copper. Copper is a metal people mine, have value, it is traded 

on exchanges all the @me. But its fundamental use is to move either electricity or voice 

messages around. It carries something that we use. That’s what the Bitcoin currency is, to 

transfer that value. You can’t have the system work without the Bitcoin token moving 

around.” 

Think about it. Bitcoin as a network token is used in the blockchain network to transfer 

value. The value of Bitcoin itself is derived therefore from its demand. This demand is also a 

func:on of the unprecedented level of security which is provided by millions of miners 

worldwide. If you think about it there is no way that a centralised organisa:on can provide 

an independent currency and technology at this scale. 
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When Trust Fails 

Let’s go back to the Internet for a minute. As amazing as the Internet is and as amazing at it 

has been for global commerce the infrastructure of commerce s:ll has cri:cal flaws. If I was 

to be so bold as to make a sugges:on as to what the most significant impediment to 

liquidity in the world is today, I’d suggest it is trust.  

Today we have a lack of trust in government, a lack of trust in the media, a lack of trust in 

corpora:ons, and a lack of trust in legal systems. Aside from regular viewers of the 

Kardashians and the Jerry Springer show few trust Facebook, Google, or many of the 

ins:tu:ons who handle their sensi:ve data.  

The blockchain doesn’t require such trust. It is essen:ally a trustless system. Below is a 

graphic represen:ng how a transac:on works. 
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This paper isn’t intended to dig into the mechanics of this but rather to analyse it from an 

investment perspec:ve. I’ll be honest with you: I can barely figure out how my toaster 

makes such lovely crispy toast let alone figure out the complexity of the blockchain. I’m an 

investor, not a coder so realise where my limits lie in terms of analysis. 

What I do believe is that within the next decade large swathes of the transac:ons which we 

all conduct now will be done on the blockchain. Anyone who disputes this simply hasn’t 

been paying aIen:on. 

Over USD1 billion in venture capital has already been invested in Bitcoin and the bitcoin 

blockchain technology. We are s:ll in the early days and so we’ve not yet seen the other 

end of this investment capital cycle, namely applica:ons u:lising the technology in all 

realms of business. The technology isn’t going away and the investment capital that has 

poured into this sector will begin bearing fruit.  

Addi:onally, the core infrastructure of the internet and the sheer number of people who are 

already u:lising it including those being added every day will simply provide incredible 

leverage to the blockchain applica:ons. 

Who is Driving Adop)on? 

Banks, including central banks, are already working on using the technology. 

Some examples: 

France's Central Bank Wants to Work With More Blockchain Startups 

“The digitalisa@on of the financial sector can accelerate this posi@ve process: it helps to 

disseminate technological advances such as electronic signatures, solu@ons to defend 

against cyber-a/acks or distributed ledger technologies.  

Innova@ve and secure payment solu@ons, such as tomorrow’s blockchains, are also helping 

to speed up the development of e-commerce and modernise physical trade.” 

“Rest assured we are fully mobilised towards this goal.” 
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It’s not just our snail ea:ng friends that are embracing the technology. The United Arab 

Emirates have long been looking to diversify away from their energy dependency. Tax 

incen:ves for research, finance, and academia have all been focal points for them. 

Increasingly, too, they are embracing and adop:ng the blockchain. 

The Financial Services Regulatory Authority (FSRA), one of three divisions of the Abu Dhabi 

Global Market (ADGM), has released a consulta:on paper in which it detailed its plans to 

create a sandbox environment for FinTech under which startups would be allowed to work 

under a flexible regulatory framework for up to two years: 

"The advent of robo-advisers that offer lower costs, simplicity and real-@me porLolio 

analy@cs and monitoring; or leveraging on the applica@on of blockchain technology and 

distributed databases to facilitate price discovery, smart contracts, se/lement of financial 

transac@ons, etc that may lead to safer [and] be/er products, and higher produc@vity and 

growth." 

From this ar:cle: 

“The Na@onal Bank of Abu Dhabi (NBAD), the second largest lender in the United Arab 

Emirates (UAE), announced it would introduce real-@me cross-border payments using 

Ripple technology – a move that makes it the first bank in the Middle East to do this.” 

In Germany Finanzenet, Germany’s leading and largest financial news plaporm, recently 

added Bitcoin to their list of major world currencies: 

“The list contains rates of 7 major reserve currencies which Finanzen.net consider operate 

as the basis of the global economy. Lis@ng of bitcoin on the exchange rates sec@on implies 

that Finanzen.net, a key player within the German financial and media industries, considers 

bitcoin as one of the most important currencies in the world.” 

And in the US we’ve just had a MAJOR bullish setup for Bitcoin: 
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“The United States Senate has successfully confirmed U.S. Representa@ve Mick Mulvaney 

(R – S.C.) to be President Trump’s Budget Director on Thursday a`er a close and 

conten@ous vote.” 

The ar:cle (linked) goes on to explain who Mulvaney is with respect to the Bitcoin 

community: 

“Along with Jared Polis (D-Colo.), they had created a bi-par@san ini@a@ve known as the 

Blockchain Caucus last September to create an ongoing forum for u@lizing blockchain 

technology in na@onal government, finance and law.” 

Trumpcoin anyone? 

The Bear Case (“Sorta”) 
No investment is all blue sky, bunnies, and rainbows and Bitcoin isn’t either so let’s take a 

gander at risks. 

An Example: Economic Lessons from the Dark Con)nent 

To understand poli:cs at its worst we need only look at Africa. I wrote about Africa and how 

collateral can’t be adequately created in an ar:cle aptly named “Collateral Damage.” It’s 

probably worth going and reading that ar:cle again because it is at the founda:on of an 

argument I’m making here. 

The African model is preIy simple. Allow some suckers businessmen the opportunity, to 

development of an asset and then come in, na:onalise it, pillage it and finally when there is 

nothing le] return it and rinse and repeat. 

That African leaders have a short rolodex isn’t surprising. Who would care pick up the 

phone when, once again a “new ini:a:ve” is developed and investment capital required? 

What if instead of killing the goose early it makes more sense to let it develop to a point 

where it is actually worth stealing? 
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Am I not the only one who finds it somewhat strange that governments have not already 

outlawed Bitcoin? That it has posed (and s:ll poses) a threat to central control of any 

financial system seems obvious. Cyprus, Argen:na, China, and any country experiencing a 

loss of faith in the currency has ample evidence that Bitcoin is a fabulous conduit for capital 

flight. Why not just ban it? 

Are there men (and women) in suits out there using Bitcoin as a strategic lab rat? 

Which brings us to the Middle Kingdom. 

China 

Bitcoin trading volumes exploded in China. Two things led to this.  

One was the incredibly low cost of mining in China, meaning that seqng up shop in China 

made a lot of sense but the other factor was that Bitcoin provided a great way to escape 

currency controls in a country which is trying desperately to stem ouplows. 

Chairman Trump’s comments about China manipula:ng their currency are humorous. 

Humorous since China is desperately trying to shore up its currency rather than devalue it 

but let’s not let facts get in the way of a good narra:ve. 
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Here we can see the rela:onship between the renminbi and Bitcoin: 

Forget about trips to Macau in order to siphon capital out of mainland China. Bitcoin 

presents a far superior method. 

And then, as was feared by many, including myself, the Chinese central bank stepped in to 

take a closer look. 

As reported by Bloomberg: 

China Central Bank Said to Call Bitcoin Exchanges for Talks 

“Officials from the People’s Bank of China are mee@ng Wednesday a`ernoon with 

representa@ves from a number of the na@on’s trading venues, the people said, asking not to 

be named because the mee@ng is private. Money laundering is among the topics on the 

agenda, said one person without elabora@ng.” 

The immediate results were chilling. 
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But something shocking just happened which, to be honest, I would never have believed. 

But that’s just what happened. 

Volumes collapsed as Chinese regulators began “inves:ga:ng” Chinese Bitcoin exchanges 

and yet the price barely moved. 
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How to explain this? 

My uneducated gut take (and I’ve not done much 

research on it) is that the Chinese volume numbers 

are largely bogus. They are “wash accounts” which 

create the illusion of actual trades but are done in 

order to “get eyeballs”.  

Think about it like this. If you and I are running a 

Bitcoin exchange and compe:ng with Jimmy Choo 

and Tony Vu running a compe:ng one and we want 

customers, real money paying customers, we would 

want to look bigger, much bigger than we actually are. Volume does that even if it’s in-and-

out. 

Now, all of this could be seen as being posi:ve for Bitcoin but it depends if you’re wearing 

your free market hat or if you’re donning your shiny black pointy bureaucrat shoes, 

determined to have your way because, a]er all, you know best. 

Used as a Tool Against Us 

Ed Snowden warned us that we were just one elec:on away 

from a surveillance based tyranny.  

"A new leader will be elected, they'll flip the switch, say that 

because of the crisis, because of the dangers that we face in the 

world — some new and unpredicted threat — we need more 

authority, we need more power," Snowden said. "And there will be 

nothing the people can do at that point to oppose it. It will be 

turnkey tyranny." 

Now we have a world rapidly shi]ing towards “strong men” leaderships. This is clearly not a 

US centric problem either.  
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The US has long since become a surveillance state and it is most certainly a formidable war 

machine. It has now been handed over to an individual who clearly has no hesita:on to use 

power when and where he can.  

What does this have to do with Bitcoin? 

Bitcoin is trumpeted as an anonymous ledger. This isn’t true. It’s a pseudonymous ledger. 

This means 100% trackability.  

Pippa Malmgren men:oned this recently and the fact that digital money which is 100% 

traceable has the power to erode freedoms on such a massive scale. It is truly 

unprecedented and far more powerful than any nuclear or biological weapon. 

Given the incredible stresses that exist in the financial system today (seismic, I’d say) I think 

it’s fair to say that the only way to address many of these issues is with some sort of reset.  

Arguably the best and most brutally efficient method of doing so could actually be effected 

using the blockchain. Let’s ask ourselves this ques:on… What would we do if our 

government (wherever we are located) instead of outlawing Bitcoin chose to use the 

blockchain as a means to bring about digital cash where it is 100% trackable? 

Remember, the power of the blockchain is that transac:ons are recorded and irrefutable. 

It’s pseudonymous not anonymous. There would be an instantaneous tax sweep if ci:zens 

were required to only transact using the blockchain. Repor:ng could be automated with 

taxa:on taking place at source level and 100% automated. It’d no longer be necessary to 

report. I don’t know about you but if I was a scoundrel bureaucrat this’d look preIy darn 

appealing to me. 

Digital Money to Replace the Old: Elimina)on of Cash 

Elimina:ng cash from the system is far easier than most think. In the developed world most 

of the transac:ons that we do are already digital with no physical cash changing hands.  

India, a country which uses a cash system more than any western country I can think of, 

recently made the switch under the premise of cash being a tool for illegal dealings. Now, if 
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our spice loving friends can pull it off in a country where, according to CLSA, 68% of 

transac:ons are were cash based, then rest assured it’ll be a doozy for western countries. 

The ques:on isn’t are we moving to a cashless society. That’s already happened. Elimina:ng 

cash now is extremely easy. The ques:on to ask is what system is the most efficient for a 

cashless society? 

As far as I can tell, the Bitcoin blockchain stands head and shoulders above any other. 

Consider Blythe Masters’ company Digital Asset Holdings: 

“With partners that already include the US-based Depository Trust & Clearing Corpora@on, 

Switzerland-based Six Securi@es and the Australian Securi@es Exchange (ASX), she believes 

her company's infrastructure will be able to meet increased demand.” 

Could the elimina:on of cash be oiled and greased by the blockchain into what looks eerily 

like a digital version of Orwell’s 1984? 

France and Spain have already criminalised cash transac:ons above certain limits, and as 

the disintegra:on of the European Union gathers momentum capital controls are likely to 

become a default tool of choice. What beIer means than having transparency into all 

transac:ons? 

Ironically, it is Bitcoin that has been a valuable tool for ci:zens evading measures such as 

currency controls. I say ironically because the blockchain is pseudonymous not anonymous. 

The ability to actually trace all transac:ons on the blockchain thus ensuring legal ownership 

is unprecedented. Not only does it eliminate the need for accountants, notaries, and 

custody services but what it actually does is allow for full transparency into transac:ons. 

Could this be the holy grail for governments in search of a means to reset a broken system? 

This isn’t Chris with some half baked conspiracy theory late at night a]er too many wines. 

The ECB and the BOJ have teamed up to inves:gate the use of the blockchain for their own 

purposes.  

Certainly something will have to be done because… 
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The Problems Are, Ahem, “Yuuuge” 

It’s no secret that the developed world has dug themselves into a hole from which they 

cannot easily extricate themselves. 
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As investors, we’re going to have to think well outside of the box. Would it seem reasonable 

to abandon debt? I mean, we know it can’t be repaid so shouldn’t we just stop pretending? 

How would that take place? 

What would the ramifica:ons be? 

All of these ques:ons seem unthinkable to most of us. A]er all, there aren’t any real 

precedents for us to go by. We tend to look to the past in order to iden:fy a framework as 

to how the future may play out. And the recent past takes precedence (recency bias). 

Unfortunately the recent past presents no such framework so let’s consider some out of the 

box thinking. 

How the System Can Be Reset 

In my research I uncovered a research paper by University of Michigan economist Miles 

Kimball. His blog can be found at hIps://blog.supplysideliberal.com. 

Take a s:ff drink before diving in. I guarantee you’ll need it. 

Kimball’s thesis, which I’ll get to in a minute, is currently being paraded around the halls of 

power so don’t say I didn’t warn ya! 

Kimball is trying to solve the problem of an environment where zero interest rates s:ll have 

no effect on s:mula:ng an economy. Like too many academics he mistakes the economy 

for a blocked toilet. One is an ecosystem and the other is, well, it’s a toilet. Toilets can be 

fixed with  plunger, ecologies cannot.  

Nevertheless, let’s dig into the thinking no maIer how screwy it is. 

Kimball suggests a digital currency that is centralized and widely used. No surprises there 

because we know centralized systems are superior. We know this because we all speak 

Russian.  

Kimball suggests two different types of currencies: dollars and e-dollars. Let’s say that at the 

star:ng point your $100 bill is equal to the $100 in the bank.  
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Let’s say that your bank account earns a 5% rate of interest per year. So at the end of the 

year you’re le] with $5 plus your original $100. Now, Kimball suggests an interest rate of 

-5% so at year end your $100 magically becomes $95. Knowing this you’d withdraw your 

$100 and s:ck it under the maIress. And this is where the dual currency concept comes in: 

"You have to do something a li/le bit more to get the nega@ve rate on the paper currency.”  

"You have to have the $100 bill be worth $95 a year later in order to have a -5% interest 

rate. The idea is to arrange things so let’s say $100 in the bank equals $100 in paper 

currency now, but in a year, $95 in the bank is equal to $100 in paper currency. You have 

an exchange rate between them." 

"A`er a year, I could take $95 out of the bank and get a $100 bill or if I wanted to put a 

$100 bill into the bank, they would credit my account with $95." 

You got that? A]er a year at -5% your $100 dollars are turned into $95 e-dollars. This 

ensures that paper currency also faces a nega:ve interest rate as well and eliminates the 

incen:ve for savers to hoard dollar bills if the Fed implements a nega:ve rate. Presto! The 

zero lower bound is solved. 

Kimball reckons he’s solved the “infla:on” problem too: 

"Once you take away the zero lower bound, there isn't a really strong reason to have 2% 

infla@on at this point."  

"The major central banks around the world have 2% infla@on and Ben Bernanke explained 

very clearly why that is. It's to steer away from the zero lower bound." 

"If you care at all about the future of this country, one of the things you need to realize is 

we need to solve the demand side so we can get back to the supply side issues that are 

really the tricky thing for the long run," he said. "The way to solve the demand side issues 

that is the most consistent with not messing up our supply side is monetary policy and 

making it so we can have nega@ve interest rates." 

Oy vey! 
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Now, I’m not going to opine on this other than to say that these ideas are being tossed 

about over Chivas and sauteed filet mignon by academics in the halls of power - academics 

with scant experience in the real world.  

"If you have a bad recession, then firms are afraid to invest.” 

"You have to give people a pre/y good deal to make them willing to invest and that good 

deal means that the borrowers actually have to be paid to tend the money for the savers." 

Fucking hell! 

The idea here is that if nominal interest rates are allowed to go below zero, then the Fed 

can respond to recessions with less nega:ve rates. Sheer genius.  

Now, go back to Kimball’s idea of “old dollars” and “new dollars”.  

Let’s take this concept a step further and say that all the government debt is le] as “old 

dollars”. In this way the na:onal debt would decrease by whatever the nega:ve nominal 

interest rate would be. I know this sounds loony but then consider what we’ve experienced 

in just the last decade and tell me I’m the one off my rocker.  

We do, of course, have precedent for this. It’s called the closing of the gold window. There 

were essen:ally “new dollars” - those not backed by gold - and “old dollars” - those that 

used to be backed by gold. There was, of course, no op:on available to holders and yet s:ll 
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there was no revolt. The above scenario therefore could conceivably be passed without 

much opposi:on. 

Furthermore, I can see this geqng not only poli:cal support but broad support from Joe 

Sixpack who is underwater on his mortgage, his kids at college have massive student loans, 

and his car payments nearly bury him each month. The simple fact of the maIer is that 

there are more debtors than creditors and democracy, I’m told, is about majority rule, right? 

But back to Bitcoin. 

In order to effect such a reset the blockchain could serve as an obvious infrastructure on 

which to do so. If Bitcoin is a share in the blockchain (which is how I see it) then we could 

experience both a centralisa:on of money like never before while at the same :me finding 

Bitcoin to be one of the most valuable tokens on the planet. 

Reasonable? 

I honestly don’t know.  

Lastly, I’ll finish off with something that I think we’re all silently asking ourselves. 

Why Hasn’t Bitcoin Been Banned? 

A]er all, does anyone remember Liberty dollars? 

That poor sod Bernard von NotHaus was thrown in jail, his company, which issued 

cer:ficates backed by physical silver, shutdown, and the Feds stole all the silver. 

I get it. Compete with the dollar and we’ll crush you. But then, why not Bitcoin? 

Let’s revisit my previous take on Africa here. Why not let the asset be developed, reach 

adop:on, have all the kinks ironed out, and then, and only then, come in and save the day. 

Protect ci:zens from the dangers of an “unregulated” currency and introduce Trumpcoin or 

whatever? 

If you think the hoi polloi won’t fall for it, then you’ve not been paying aIen:on.  
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I could make the argument that those Americans who were living in the 60s would have 

rioted if you’d told them that within a decade the USD would no longer be backed by 

anything at all. What happened? Nothing. 

What about if you’d asked the average American in the roaring 90s (gung ho on a capitalist 

society) if they would allow the banking, auto, and insurance industries to be na:onalised. I 

suspect they’d have said they’d never let it happen and yet… 

What about if you’d suggested a decade ago to the hoi polloi that a central bank (ECB & 

BOJ in this instance) would charge nega:ve interest rates and make illegal any cash 

transac:ons over 1,000€. Never in my backyard! And yet... 

Nope. Introducing Trumpcoin, using blockchain technology, and in the process making illegal 

ownership of Bitcoin or simply buying all Bitcoin issued and holding them at the Fed 

wouldn’t even register a blink of an eye from Joe Sixpack. Keep em fixed to Facebook, the 

Kardashians, Muslim extremists, the wall, and whatever new distrac:on can be dreamt up 

and it’ll be a piece of cake. 

Conclusion 
As the pressures in the global financial system grow, as firebombs such as Brexit hit, as 

capital controls, debt defaults, bank runs, and the like scream across our news feeds, the 

desire and need for investors to protect themselves will prove nonlinear.  

Investors are likely going to be forced into taking new risks they’d never conceived of 

having to take before. The alterna:ves are simply not all that aIrac:ve.  

While this is taking place the vested interests trying to hold things together will be using all 

tools necessary in order to prop up and sustain the unsustainable.  

I’m not sure Bitcoin will survive and I sure as hell don’t want to trade it. For me Bitcoin is a 

poten:al insurance policy. It may not pay out but if it does the poten:al is almost limitless. 

Could Bitcoin trade at USD1m a coin? It seems silly to suggest, and yet if we were to go 

back to the idea that you are buying a share in the blockchain then it doesn’t seem so silly 

a]er all.  
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Hypothe)cal, Suck My Thumb Value (Version 1) 

Let’s go there. 

Take global money in circula:on. I’ve seen all sorts of figures but consensus rests 

somewhere around USD60 trillion. 

So if Bitcoin captures 1% - 10%  of this, somewhere between USD600bn and $6tn and 

knowing that there are roughly 2/3rds of all Bitcoin mined (14m) and then taking out 1/3rd 

of this which is non-ac:ve and widely considered lost, we’re le] with 9.3m in circula:on. 

That gets us to between USD64,000 and USD64m per Bitcoin. Of course, I together with 

everyone else out there has no idea what the price “should” or “could” be, but what we do 

know is that the very real poten:al exists for Bitcoin to reach some value substan:ally 

higher than its current value, and this increases with each passing day. 

Hypothe)cal Version 2 (More Quan)ta)ve) 

This comes from my good friend who I consider somewhat of a genius, Jeff Bone, and 

unedited for your enjoyment. You’ll like JB. His mind is a planet all on its own orbit: 

h/p://place.org/~jbone/calculate-future.html 

I resurrected this page from BTCGlobe, a site which has been defunct for at least a year or 

two now. I find this calculator to be a *very* compelling way of making the point about 

BTC value and upside. 

Note that in doing this, there are a couple of things I no@ced that should be pointed out. I 

modified the content a bit to make one of these points, but…   

So, the GWP figure of USD71tn is actually *lower* than it was in 2014, which is the last 

year we (or rather, I) have firm data for so far. So, the whole thing understates the case! 

Further: I was quite surprised to find the total amount of BTC transac@ons, ca. 2016. 

 BTC total volume, 2016:  USD65,763,631,553.04 

So, just plugging that in rela@ve to an es@mate of GWP of USD78tn — 

25 www.CapitalistExploits.at

Bitcoin: A Critical Assessment of the World s Most Disruptive Technology
,

http://www.CapitalistExploits.at
http://www.CapitalistExploits.at
http://place.org/~jbone/calculate-future.html


65763631553.04/78000000000000 = .000843 

And dropping two zeroes to give a percentage yields 0.0843% 

Anyway…  yay, BTC! 

Feel free to play with the calcula@on. I guarantee it’ll bend your mind. 

On the other hand, could we end up owning a share in the blockchain with enormous value 

only to have governments issue decrees criminalising such ownership and rendering our 

investments the most valuable yet worthless tokens on the planet? 

Stranger things have happened and if there is one thing that seems certain going forward it 

is that we’re likely to witness things which we’ve never seen before. 

This is an investment which you buy knowing that it may well go to zero - either by 

regula:on, outlawing, or other government force, and yet one you hang onto for dear life 

because it may well be the ride of your life. 

Last but certainly not least, I’d like to thank the following people who helped me flesh out 

much of this thinking and who when I asked them to diligently threw rocks at the various 

pieces of the puzzle. In no par:cular order: Brent Johnson, Jeff Bone, Worth Wray, Raoul 

Pal, Mark Yusko, and Linley Davidson. 

Sincerely, 

Chris MacIntosh 

Founder & Editor In Chief, Capitalist Exploits Independent Investment Research 

Founder & Managing Partner, Asymmetric Opportuni:es Fund 
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