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Money is easy! 

You take a bar of gold, put it in your safe, issue some coins that represent the gold and let 
people spend those coins. If someone down the line returns you his money and asks for 
his share of the gold in return, you open your safe, cut off a bit and send him home. If, in 
the meantime, you have issued more money without obtaining more gold in the interim, 
that person’s share in your original bar will have diminished. He will get back less than he 
expected.
 
In the same manner that you minted money to represent your wealth, a person with your 
coins can issue IOUs or cheques to represent his. A third person can issue credit - a sort of 
contract that promises payment in the future. If someone defaults on his promises, IOUs, 
issues fake cheques; if a gold owner issues too many coins without diminishing their value 
but not backing them with additional gold, we have various forms of fraud. The coins can no 
longer be trusted to represent the gold. The IOUs, cheques and credit become worthless. 
 
And the system breaks down. 
As it has in the past.
 
Repeatedly!
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Many people have compared the financial crisis of 2008 to the Great Crash of 1929. 
The 1920s and the early years of the post-dot-com bubble of the 3rd millennium were 
periods of unprecedented economic growth accompanied by an increasing frenzy of 
financial speculation. In 1928, 920 million stocks were exchanged on Wall street; in 2007 
- about 2 billion. Credit was easy - in 1927 you could leverage a stock purchase by 10:1; 
in 2007 investment banks leveraged their equity to the tune of 30:1 - 100:1 in the case of 
government-sponsored mortgages. And, when the proverbial faeces struck the metaphorical 
atmospheric agitator, the institutional responses ranged from ill-advised through ineffectual 
and all the way to downright borderline illegal. Regulators were found to have vested 
interests in the bodies they sought to regulate. Prosecutors refused to call either one to 
account for fear of “making things worse”. And, at the end of the day, the biggest casualties 
were - of course - the retail investors: the penniless wage earner in 1929, the evicted 
homeowner in 2008. 

 
 
 
 

On September 30th 2008, following the initial refusal by the US House of Representatives to 
bail out defaulting banks, the stock market collapsed, spreading contagion throughout the 
world. Three days later Congress allowed the bailout, but this did not prevent another crash 
the following Monday. Two days later, the world’s central banks finally agreed to coordinate 
their activities, the FED, for example, buying bank shares to prevent insolvency in return for 
banks agreeing  to increased regulatory activities under the supervision of the International 
Monetary Fund.

The Meltdown of 2008
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“Commerce on the Internet has come to rely almost exclusively on financial institutions 

serving as trusted third parties to process electronic payments. While the system works 

well enough for most transactions, it still suffers from the inherent weaknesses of the trust-

based model…. Merchants must be wary of their customers…. A certain percentage of fraud 

is accepted as unavoidable… What is needed is an electronic payment system based on 

cryptographic proof instead of trust, allowing any two willing parties to transact directly with 

each other without the need for a trusted third party. Transactions that are computationally 

impractical to reverse would protect sellers from fraud…” 1

On October 31, 2008, a paper on “a peer-to-peer electronic cash system” was published by 
the so-far unidentified Satoshi Nakamoto. The initiative was ostensibly prompted by the 
writer’s disdain for fractional-reserve banking - the practice whereby banks loan out deposits 
made by customers while only retaining a fraction of their assets in reserves, risking 
insolvency in case of a ‘run’ on the bank - depositors demanding a return of their deposits. 
 
In his paper, Nakamoto ostensible addresses the problem of fraud and trust in electronic 
payment systems, requiring mediation costs that increase the price of transactions - among 
other problems. However, on the tail end of what would become the worst financial crisis 
in history resulting from fraud, greed and vested interests, these problems were found to 
exist across the monetary spectrum, and the problems of payment services was swiftly 
extrapolated to cover the entire monetary establishment.

4



5

History of Crypto Currencies

The domain name ‘Bitcoin.org’ was actually registered 2½ months before Nakamoto’s 
paper was published. There, he describes the manner in which a peer-to-peer network of 
communicating value could be created, based on a community of miners who maintain an 
online ledger of transactions in return for newly-minted Bitcoins. The following January, 
Satoshi mined the first Bitcoin block - the Genesis Block. 
 
The first person to benefit from the Bitcoin system was Hal Finney, a programmer who 
had downloaded the Bitcoin software (wallet) and in return received 10 Bitcoins. The first 
transaction occurred the following year, when Laszlo Hanyecz - another programmer - 
purchased 2 Papa John’s pizzas for 5,000 Bitcoins each. 
 
During its first years, Bitcoin seemed to be the provenance of black marketeers; but soon, 
more and more establishments began accepting the currency as legal tender, so that by the 
end of 2011, its value had risen from 30 cents to $5. Volatility seemed to be Bitcoin’s second 
name, as it rose from $13 to 770 in 2013.
 
Meanwhile, more and more miners joined the community, exchanges came and went, 
regulators began paying attention - trying to define the coin as money or a commodity and 
its miners as ‘Money Service Businesses’. New cryptocurrencies emerged, and central banks 
began to view the technology with suspicion, while blockchain technology began to make its 
way into the world of medical records and more. 
 
On December 17, 2017, Bitcoin reached an all-time high of $19,780, and in June 2019 
Facebook announced it would publish its own cryptocurrency - Libra.
 
At that point, the financial establishment had a fit!



6

The Fintech Revolution

To understand the institutional fear that banks and governments have of a cryptocurrency 
promoted by the world’s largest online community (2.5 billion residents, at last count) one 
must understand what is at stake. 

The Financial Technology industry is one that aims to revolutionize an industry that - as we 
see throughout the entire spectrum of financial markets - hasn’t really changed much since 
that first fur-for-apple swap made between prehistoric woman and the snake. It provides 
an end-to-end solution that could divorce the financial world from the quirks and snags of 
human nature in order to streamline an activity upon which hangs an inordinate proportion 
of human activity. 

The automation of banking services, insurance and risk management are just one small 
aspect, of which we are acquainted. The introduction in the 1970s of Nasdaq’s electronic 
trading platform was merely a harbinger of things to come. Online trading, with its robo-
advisers is its natural outcome. But behind a 22-fold increase in investments over less than 
a decade hide even more ear-shattering endeavours. Big data analysis hand-in-hand with 
artificial intelligence are transforming the analysis,  investment and trading arenas into high-
frequency environments bereft of human greed, fear and preconceived expectations.
 
However, with fintech’s encroachment upon the very basis of finance - the way money is 
created, monitored and managed - some very wary hands suddenly rise in protest.
 
Towards the end of this book we will take a very cursory glimpse at Facebook’s Libra 
adventure; meanwhile, we need to understand what a cryptocurrency is, in order to 
understand the reactions to it of central banks, governments and nearly every salary-earner 
in the financial services and banking industry. 
 
For here, as opposed to the other aspects of the revolution, regulators will have very little 
say. That small coin or banknote we use in order to communicate value in a very artificial 
manner, is a much-controlled substance - controlled by human hands with human thoughts 
and vested interests. It is not a form of control those people will easily relinquished to an 
objective, emotionless, incorruptible computer. 
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In fact, regulators are increasingly compounding their efforts to bring the new technologies 
to heal - some to the industry’s benefit, some to its detriment. The activities of ESMA in 
heightening regulations on online-trading is an excellent example of levelling the field between 
online brokers and traditional bricks-&-mortar establishments - upgrading the former but also 
tightening the grip on the latter. Concern for data security was not as perturbing before the 
hacks of several cryptocurrency blockchains; but the regulator’s interference ensures that 
breaches will decrease - there and elsewhere. And as blockchains are prodded on by the 
regulator to increase vigilance, the entire technology is being consequently adopted by other 
fields outside the financial services network, such as medical records, voting, infrastructure 
security, ride-sharing and cloud data in general.
 
In financial services, fintech companies are now offering consumers microloans (Tala, 
OnDeck …), mortgages, credit (Affirm) and even insurance (Oscar, Zenefits …). Traditional 
firms are coming on board, with Goldman Sachs launching a lending platform and some 
major investment houses even offering their clients independent online trading platforms.
 
And governments are paying notice. In 2018, the US Treasury released a report on financial 
technology, regulation and incubating blockchain technologies and others; the Australian 
Securities Exchange expects to adopt blockchain technology within 2 years; China actively 
supports smart contract platforms and is preparing to release its own yuan-pegged digital 
currency; Iran, too, in an attempt to circumvent global sanctions on its terror-export industry, is 
planning to release its own cryptocurrency, in a race against Sweden, Russia, Tunisia, Senegal 
and - of course - Israel. Zug, Switzerland is the first city in the world to accept tax payments 
in Bitcoin; Estonia’s health services are secured by blockchain technology, and it is the first 
government to enable e-Residency (virtual residency for people not necessarily living there) 
and regulate ICOs; and in Singapore cross-border payments, insurance and healthcare are all 
secured by blockchains.  

But let’s go back to where it all began - Bitcoin!
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What is a Crypto Currency?

To better understand the meaning of the term ‘cryptocurrency’, we need to divorce it from its 
simple meaning of bank notes and coins. The word ‘currency’ comes from the Latin ‘currens’ 
- current. The Oxford English dictionary gives an alternate meaning to ‘currency’ as ‘being 
in general use’, and it can apply to anything - a linguistic term, a fashion. For us, a currency 
is an agreed-upon means of communicating value. Thus, a cryptocurrency is a means of 
communicating value using cryptography, rather than coins and banknotes. We use an 
online, encrypted ledger to record transfers of value. 

Throughout the 1990s, several attempts to create digital currencies were made by 
cryptographers, computer engineers and even the US National Security Administration, 
including David Chuam’s Digicash, Wei Dai’s B-Money and Nick Szabo’s BitGold.  
 
The next obstacle is the name - Bitcoin, Litecoin, altcoin (cryptocoins that aren’t Bitcoin) 
and others are not really coins. Bitcoin is a unit of value used by the system to evaluate and 
store transactions. It is a ‘token’. It represents a unit of value. In fact, most cryptocurrency 
systems do not actually record a person’s current worth. Instead, they use a database of 
past transactions to determine if a person has in the past been instilled with more units 

of value than he is about to disburse. In the case of Bitcoin,2 this ledger is decentralized 
and distributed - it is shared by a community that must approve a transaction before it is 
confirmed and enacted. This is the blockchain - a ledger that is maintained in the form of a 
chain of locked and encrypted blocks of data).
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Bitcoin users download a digital wallet - usually a mobile app - that provides them a front-
end entrance into the Bitcoin environment by courtesy of their own private code. It serves 
as a payment/receiving/account-monitoring device, not unlike an electronic bankcard but 
without requiring an automatic teller. Again, the wallet does not store Bitcoins. It merely 
stores one’s public key - the code used to access currency, and one’s private key - a code 
used to actually input data into the ledger. The owner of the wallet remains anonymous, but 
all transaction information is open to the entire Bitcoin community. 

As with all currencies, one can access a Bitcoin exchange and buy Bitcoins for the going 
rate in fiat currencies (a mark, a yen a buck or a pound), but one will not receive any of those 
attractive-looking gold coins with a dollar-styled cross through the uppercase B. Instead, the 

next time one wants to purchase a new stereo at Shopify, Newegg or Digitec3, one will pull 
out his/her wallet and make payment. He will then wait as the system tracks down all one’s 
previous crediting transactions, subtract all one’s debiting transactions and see if one can 
afford that new stereo. 

The process can take anywhere from minutes to days, and other cryptocoin systems have 
overcome long processing times. Now, one may think that this is much longer than the 
30-second wait on a credit card payment, but these too require up to 3 days to be confirmed. 
The fact that you do not wait at the supermarket is simply because the credit company 
meanwhile covers your payment. The merchant, on the other hand, will wait a considerable 
time for that money to show up in his account. 
 
The advantages, however, are much lower transaction fees on cryptos, anonymity and 
heightened security.



What is the Block Chain?

It’s finally time to take a look at two terms we have used almost interchangeably hitherto - 
blockchain and ledger. The latter is quite simply what it implies - an online version of that 
time-trusted tool used by accountants throughout history to record an entity’s financial 
transactions. Often a tax authority requirement, a regular ledger includes the date of a 
transaction, the counterparty (to whom we made or from whom we received payment), the 
amount, and the running balance of one’s financial reserves (previous balance plus or minus 
latest transaction amount). This last column is actually redundant, since it simply adds or 
subtracts the amount to or from the previous balance. Impractically, we could simply add 
and subtract all the previous amounts from the moment our financial entity came into being 
each time we make a transaction to verify our current balance. 
 
A blockchain is simply an online version of the same - a chain of data recording all the 
transactions in the universe. And as a paper ledger is divided into pages, the system 
separates the transactions into blocks - each with its own timestamp and other encrypting 
measures. The difference is that each block in the chain is locked and secured by a code 
that prevents its being changed without changing all the blocks that follow.

HOW DOES IT WORK? 

The best way to describe the blockchain is by imagining a never-ending freight-train backing 
into a limitless warehouse. Two platforms away from the entrance to the warehouse, a 
carriage (block) is being loaded with transactions. Each transaction, its participants’ secret 
codes, the sum in question, the time and date of the transaction, is hashed into a 16/32/64-
bit hexadecimal number - a code comprised of 16 or 32 or 64 places, each place in the 
number with a digit ranging from 0 through 9 to f (16 possible digits).  
Once the train has been loaded with anywhere between 2 and 4 megabytes-worth of 
transactions, two more hashes are added - that of the miner who successfully closed down
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the previous block and the final hashcode of the previous block (carriage) which is now 
locked and preparing to back into the warehouse.  

The train now backs down one place, the previous block (carriage) entering the warehouse 
and the now fully loaded one still open. A new carriage (block) begins to receive 
transactions while the community of Bitcoin miners begins applying nonces to the open 
carriage - operatives whose task it is to hash down all the previous data into a new hash 
code. This hashed code must fulfil a set of predetermined but arbitrary requirements (for 
example, number of zeros preceding the first digit, etc.).  

Finding the appropriate nonce is a very resource-intensive activity, since each nonce can 
only be used once, and the only way to find it is by applying it to the amassed data and 
testing its results vis-à-vis the arbitrary requirement. Thus miners begin applying nonces 
one-by-one until the correct nonce is found. Success is then broadcast to the rest of the 
network, which must then approve the operation. Once approved, the lucky miner is issued a 
new bitcoin and the new hash is used to lock down the new block. 

The locked carriage is backed into the warehouse and its newly hashed code is transmitted 
to the by-now-fully-loaded next carriage, which is awaiting the final details (previous 
carriage’s hash plus miner details) before being processed by the miners. A new carriage 
begins to accept transactions, and so the chain continues.
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WHAT MAKES IT (NEARLY) FOOLPROOF 

There are three main reasons making forgery in the blockchain, if not impossible, then 
beyond feasibility - outright stealing is so much easier. 

To begin with, to alter the contents of one of the carriages now in the warehouse requires 
altering all the blocks in the chain thereafter. The moment a change is made, it alters the 
final hashcode. This new hashcode will not agree with the one in the next block, which was 
created on its basis (alongside the transactions in the next carriage and other input). Were 
that one then altered, in consequence, the next block would also need an update, and so on 
up the line. 
 
The second reason, which makes an alteration almost impossible regardless of feasibility is 
the fact that even with the nonce at hand, reverse engineering a hash to its original content 
is virtually impossible. Thus, the only way to reverse engineer a hash is to once again try all 
possible nonces until you find the correct one. 
The required computer power to do this makes it impractical.  

Finally, because the blockchain’s ledger is distributed, not centralized, any change must be 
made across the entire network and approved by it. 

WHO USES IT? 

As mentioned, blockchain technology is behind the cryptocurrency infrastructure, replacing 
trust in banks and their human officers with trust in computers operated by a set of 
interested but competing miners whose remuneration depends on the integrity of the system 
and their being able to find the correct nonce before anybody else. Obviously, with time, the 
banking industry will probably find its ledgers organized in a blockchain-like environment. In 
addition, Smart Contracts are being created that can be enforced without human interaction. 
An automated 3rd party monitors the execution of the requirements and implements the 
resulting clauses. A byproduct of this is supply chain administration, where inventories and 
suppliers are managed.  

With more and more entertainment products (music, television) going online, one way of 
battling piracy will be to access products through a public ledger. And in today’s political 
world, voting could gradually also find its way online. 
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Types of Crypto Currency

In the Bitcoin environment, miners donate their computers and time to upkeep the 
blockchain - a chain of blocks of transactions, each of which is sealed in a manner that 
make fraud almost impossible and - if possible - totally unfeasible. In return, for each block a 
miner locks down, he/she receives a newly minted Bitcoin accredited to him. The miner also 
receives transaction costs that are determined by him/herself and can be improved upon by 
the transaction members to expediate the transaction’s approval.  

An inherent part of Bitcoin’s software is that no more than 21 million coins can ever be 
minted. Thus, with each transaction verified, the number of mintable Bitcoins drops, 
making each new Bitcoin rarer. In addition, the rising value of Bitcoin has resulted in a fierce 
competition amongst miners seeking to be the first to close each new block in the chain. 
Often, two miners will close a blockchain at the same time. This creates a fork in the chain. 
In this case, they will not receive their payment until the fork is resolved - until one of the two 
continuations is determined as the true continuation of the chain, its solver getting paid. 
This is usually based on which of the two chains gets longer quicker - is adopted by the 
larger portion of network members. The second chain is abandoned, its blocks orphaned.  
This is not a problem, as the transactions also appear in the parallel blocks in the continuing 
chain. 
 
A hard fork will occur when the basic software upon which the blockchain is constructed is 
updated or changed. This often results in a cryptocurrency split, with new cryptocurrencies 
created. Otherwise, the old fork will conform to the new one.  

Bitcoin XT, Bitcoin Classic and Bitcoin Unlimited were attempts to increase the transaction 
performance of Bitcoin, resulting in hard forks that were abandoned. Bitcoin Cash, Gold 
and SV were successful hard forks that actually split the currency, creating new ones. With 
Bitcoin Cash, for example, the size of each block was increased to 32 mB, resulting in more 
transaction capability and quicker response time.  

Litecoin was the result of a hard fork from Bitcoin and Ethereum from Litecoin. 
 
Let’s look at some of the most popularly traded cryptos one by one...
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DASH 

Dash is one of the top-10 most used digital 
currencies, the result of a fork in Bitcoin. 
Transaction time is measured in seconds 
and - at cents-per-transaction - it is also one 
of the cheapest cryptos on the market. All 
this is thanks to a transaction-verifying level 
of servers that exists alongside the miners 
as a sort of market-maker. Each of these 
‘masternode’ servers must purchase at 
least 1000  Dashes to become one. 

EOS 

EOS is more of a platform than a currency, 
with EOS.IO described as a blockchain 
protocol. Users can build applications, 
especially for creating smart contracts 
(contracts where one item is programmed 
to be subject to another item’s programmed 
implementation). A billion EOS coins were 
distributed in 2017, and transactions are 
absolutely free.

ETHEREUM 

Ethereum was one of the first platforms 
to put the network above the coin. The 
technology token (coin), ‘Ether” is distributed 
as a means of funding the development 
and upkeep of the technology, and as 
such, Ethereum is considered one of the 
earliest ICOs (Initial Coin Offering). Although 
nearly all cryptocurrency platforms are 
open-source, Ethereum’s, based on its own 
proprietary ‘Solidity’ programming language, 
is also more flexible. This eases the process 
of creating smart contracts to the point that 
users can even create decentralized scripts 
and applications, which can be stored on 
Ethereum’s decentralized virtual machine. 
The Ethereum Enterprise Alliance is a 
coalition of start-ups, research groups and 
major companies, including Morgan Chase, 
Microsoft, Toyota and others, aimed at 
furthering Ethereum implementation across 
major industries.

STELLAR  

The major contribution of Stellar to the 
crypto environment was the popularization 
of the idea of Stable Coins - coins that are 
pegged to another cryptocurrency, a fiat 
currency or an exchange-traded commodity. 
This addresses the largest problem that 
most cryptos have encountered thus far - 
high volatility and the suspicion raised by 
people who cannot divorce their minds from 
the idea of currencies representing national 
wealth. Stellar’s are called ‘Lumens’. 
Another major advantage is that Stellar’s 
ledger updates upon each transaction, 
rather than waiting for a block to be 
accumulated, verified and locked down. 
The network updates every 2 to 5 seconds 
and has been adopted by IBM for cross-
border payments
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MIOTA 

One of the most interesting concepts in 
MIOTA is that the system does not employ 
specialized miners. Instead, users executing 
a transaction must then validate two other 
transactions as a sort of transaction fee. 
The system contains 2.7 quadrillion IOTA 
tokens, which were distributed through an 
ICO in 2015.

RIPPLE 

Ripple is the 3rd most popular 
cryptocurrency, after Bitcoin and Ethereum. 
It too is the name of the platform, Ripple-
XRPs being the token of value; in fact, 
Ripple itself is often described as a real-time 
settlement system - a payment protocol. 
XRPs were conceived as units of value 
within the Ripple inter-bank money transfer 
infrastructure, the attraction for banks being 
the low transaction costs, an extremely low-
cost technological infrastructure and the 
security of blockchain technology. 

LITECOIN 

One of the first Bitcoin forks, Litecoin aims 
to provide zero-cost payments on a much 
higher-frequency block-creation timeline - 
2½ minutes compared to Bitcoin’s official 
10. Other than using different algorithms, 
the concept is similar to Bitcoin. On the 
other hand, Litecoins are more expensive to 
create.

NEO 

Neo is the most prominent of Chinese 
cryptos. Once again, it was developed as 
a smart economy platform to automate 
the administration of smart contracts. It is 
being used as a sort of operating system 
by other blockchain startups - primarily in 
China.
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The fragmentation of the cryptocurrency market, even within the coins themselves, is such 
that most analysis executed by traders is technical. What little fundamental indicators 
there are rely mainly on latest news items regarding the adoption of blockchain technology, 
another technological step forward and so forth. 

Since most crypto producing entities are not required to publish financial statements, the 
main metric we have to gauge success is market capitalization - the number of tokens 
issued multiplied by their current value per token. At about $150 billion, Bitcoin is still the 
largest issue in town - well above Goldman Sachs, well below JP Morgan, Facebook and 
Apple. Ethereum comes next with about $19 bn and Ripple is close behind with $12 bn.

This growth provides some stability in a market still characterized by inordinate volatility. 
However, it can be misleading, especially when a specific token is held predominantly by 
‘whales’ - large holding entities that can influence the markets at whim. 

Analysing Crypto Currency & Market Cap

Bitcoin - $150 bn 

Ethereum - $19 bn 

Ripple - $12 bn 

Litecoin 

Monero 

700+ others



ICOs

Initial Coin Offerings are a form of crowdfunding in which developers raise funds by issuing 
cryptocoins to investors as shares. Start-ups are beginning to realize the advantages of 
ICOs thanks to regulatory constraints and the limitations inflicted upon other forms of share 
funding by venture capitalists, stock exchanges, underwriters and so forth.  

The first ICO in history was that of Mastercoin - a relatively unsuccessful venture - followed 
in 2014 by Ethereum, which raised about $2.5 mn in less than a day. By the end of 2017, 
ICOs were numbering in the dozens each month, multiplying their worth 40-fold; and in 2019, 
plans were underway in Singapore and Tokyo to adapt ICO technology to the world of listed 
exchanges.  

The biggest problem facing ICOs has been the lack of regulation, that brought on a host 
of scams during the 2017 peak period. Regulators issued warnings against ICOs, and in 
February 2018, the FSC in Gibraltar announced it was formulating regulation to govern 
ICOs regarding disclosures and financial behaviour. Soon thereafter, Facebook revived ICO 
advertising (having banned these along with other social media platforms at the beginning 
of the year) for approved advertisers. 
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Bitcoin, the Reserve Crypto Currency

Despite Satoshi Nakamoto’s statement in his whitepaper that the trust in central banks to maintain the 
stability and trust in the monetary system is misplaced, cryptocurrencies are actually completely in 
line with capitalist ideologies, especially the libertarianism , or rather the methodological individualism 
espoused by the Austrian School.  

Now, since an inordinate number of cryptocurrencies today find their roots in the Bitcoin blockchain, 
the question arises: in a world entirely ruled by cryptos, could Bitcoin replace the US Dollar as the 
world’s reserve currency - the currency all others refer to in a post-Bretton Woods global economy? 

At present, with its intense volatility, this seems to be a precarious expectation.  

Even with the inability to introduce an element of inflation thanks to it’s a-priori limitation in mintable 
tokens, preventing its erosion of value, nations would have to acquire reserves, approximating the 
accumulation of gold pre-Bretton Woods.

One possible solution raised in the past has been to peg the 
International Money Fund’s proposed SDR (Special Drawing Rights) 
proposed basket of currencies to Bitcoin. Unfortunately, Coindesk’s 

theory 4 states, the depreciation of the US Dollar, a result of the shift 
to SDR, would undermine that basket of currencies. 
 
One theory proposed is that as blockchain replaces the SWIFT 
interbank communications protocol, the hegemony of the US dollar 
would weaken, especially as the global economy seems to already be 
seeing a growing weakness in that safehaven. An additional motive 
is the slowly increasing number of ICOs, as a result of which cryptos 
could eventually become instruments for long-term investment rather 
than short-term speculation. 

The 3 main requirements of a reserve currency is that it serve as 
a convenient medium of exchange, a sore of value and a unit of 
account. At present, the first requirement is not being fulfilled, 
since payment with Bitcoin is anything but convenient. Its volatility 
undermines the second requirement and its third. 
Stable coins may provide the answer - another reason so many 
officials view Libra with suspicion. 
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Facing Down Facebook

Facebook’s Libra project began in earnest in May 2018 when it established a cryptocurrency division that by 
year’s end employed 50 engineers. In June 2019 the CaLibra project was formally announced, with its launch 
delayed in July until “all regulatory concerns were addressed.” The stated intent was to access banking 
services to the disenfranchised - those in underdeveloped areas, those whom no bank would provide a loan 

to, etc. “… to enable a simple global currency and financial infrastructure that empowers billions of people...”,5  
to provide those in volatile regions to access a stable token of value and obtain a cheap way to exchange 
money worldwide. 

To begin with, Libra seemed very promising - the association established in Geneva to oversee its operation 
included such stalwarts as JPMorgan, PayPal, eBay, Visa, Mastercard Vodafone, Spotify, Uber and more. 
Contrary to the by-now-central tenets of cryptocurrencies, the association would serve as a sort of central 
bank, supervising and issuing stablecoins whose value is derived from a basket of underlying assets, 
specifically the US Dollar (50%), the Euro (18%), the British Pound (11%) and the Singapore Dollar (7%) and US 
treasury bonds. 

Within minutes, French Finance Minister Bruno Le Maire said that Libra threatened to become a sovereign 
currency to be used for money laundering and terror financing - sentiments later echoed by US Fed Head 
Jerome Powell. The UK’s central banker, Mark Carney said he’d keep an open mind, but Germany’s Mark 
Farber said he feared an infrastructure for shadow banking, The US’ House Finance Committee head Maxine 
Waters requested that Facebook halt development, subject to regulatory clarifications.
 
eBay, Mastercard, PayPal, Visa and some other partners immediately left the consortium. 
 
P2P payment systems are currently in development and Zelle, PayPal’s Venmo are nascent examples; even 
the US FED is developing FED NOW - a round-the-clock payment system. The stated objections leaned on 
fears of money laundering and fears of fraud. Other concerns raised included the endpoint usage: so long as 
transactions remain within the Facebook universe, no problem; the moment Libras exit the system to become 
‘legal tender’, retail money processing companies come back into play - levelling the field.
 
For now, Facebook has backed down and the furore has subsided. However, the banks are on their guard, the 
governments on theirs’ and the shot across the bow has been heard and noticed!
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Crypto History of Movement & Volatility

A cursory look at the historical charts of Bitcoin and Ethereum shows the same spikes in 
2018 and 2019, the first - a remarkable surge in values over a 6-month period as “the craze” 
took over. However, what we don’t see is that ridiculous spikes existed long before they 
could mark the charts. Thus, in 2010, Bitcoin surged by 900% in  5 days - rising from 0.8 
cents to 8, then again from $150 to $1245 in 2013.
 
Throughout the first decade of its existence, Bitcoin was considered a fad, a tool in the 
hands of crime rings, black marketers and other questionable practitioners. Few people 
noticed it and less understood it. During 2013, the authorities seized accounts and assets, 
bringing attention to the new monetary quirk. At that point, fear took over and we can even 
see a 2-year downtrend.
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However, things began to change in 2014, after the University of Nicosia said it would accept 
tuition payments in Bitcoin. Additional exchanges began to emerge, Microsoft began to 
accept Bitcoin payments for its operating systems, and others would follow as the year 
turned. We see a slight improvement in price action, with Ethereum following close behind. 
Next in the acceptance line was Swiss Railroad ticket vending machines, while in Japan 
the number of stores accepting the token increased fivefold in 2017, as its government and 
Russia’s legalized its use. 
 
From there, the surge towards 20K began. 
 
In 2017, China cracked down on miners and exchanges, closing down a vast majority, 
lowering prices temporarily. Then, in December 2017, Bitcoin peaked at $19,783. 
By this time, most online trading platforms were offering cryptos to their customers, many 
of whom must have realized at this point that 20K for a non-existent entity was a bit much. 
Three days before Christmas, the asset lost a third of its value, and on February 5th - another 
50%.  
 
Throughout 2018, prices ranged in the $6-8,000 range, experiencing another temporary 
surge in April, thanks to an April 1st rumour that the SEC was about to approve a Bitcoin-
based ETF - a sign of official institutional recognition! The rumour was soon disqualified, but 
the trend was strong - pushing prices towards $10k over a 5-month period. 
At present, it seems that Bitcoin has achieved a consensual level of about $6,000



22

Trading Crypto Currency, wallets etc.

There are two ways to launch one’s self into the crypto revolution - 
downloading a wallet and purchasing tokens or investing in derivatives 
that track the performance of respective cryptocurrencies. With 
regards to the latter, there is little difference between crypto trading 
and forex trading. The investor trades in currency-pair futures, where 
the crypto is usually the base currency and either the USD or the 
Euro, the quote. Some platforms also offer bitcoin pairs, where both 
currencies are cryptos. 

Due to the high volatility of the assets, leverage is usually somewhat 
lower than with traditional currency pairs. Some brokers will only offer 
crypto-pairs to experienced and professional clients.
Regarding the former, finding a good wallet is paramount.

WHAT IS A CRYPTO WALLET? 

A digital wallet is a mobile or desktop-based application that stores a client’s private (one’s 
“secret code”) and public keys (one’s “identification” code), thus enabling transactions. 
These may be downloaded or accessed online, the latter being more convenient but 
vulnerable to hacking. A third kind is an offline wallet that can be stored on a USB stick, 
for example, which is then inserted into an internet-connected device for access to the 
blockchain. 
 
Some wallets are organically connected to a specific exchange, which can present a 
problem if that exchange goes out of business. Some are independent. 
Bitcoin Core, the original Bitcoin wallet, is a mini-Blockchain node that downloads the entire 
ledger (160 GB) into one’s device and updates constantly. Such wallets are called ‘full client’ 
wallets and considered the most secure. Electrum, on the other hand, enables access to 
other cryptocoin blockchains. It is a ‘lightweight client’ wallet that requires the service of a 
dedicated server.
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__________________________________________________________________________________________ 
Satoshi Nakamoto Bitcoin: A Peer-to-Peer Electronic Cash System, www.bitcoin.org. October 2008 p. 1

I will use Bitcoin as a kind of archetype, since it is. Notwithstanding, most of what will be said herein applies to most 

other cryptocurrencies. Where they differ, this will be explained, where pertinent. 

For a partial list of companies that accept Bitcoin, see https://cryptonews.com/guides/who-accepts-Bitcoin.htm.

https://www.coindesk.com/bitcoin-wont-be-a-global-reserve-currency-but-its-opening-the-box 

 Libra White Paper: https://libra.org/en-US/wp-content/uploads/sites/23/2019/06/LibraWhitePaper_en_US.pdf

The first wallet - Bitcoin, sometimes referred to as the Satoshi Client - was simply an open-
source software.  

After one has chosen and sometimes downloaded a wallet, the next step is to open an 
account with an exchange in order to facilitate purchase/sale of tokens. When selecting an 
exchange, security offerings are crucial. To open an account, you will need to undergo Know-
Your-Client verification procedures before you will be allowed access to buy/sell cryptos, 
data of the purchase then downloaded into your wallet, in return for fiat currencies. 
Thereafter, whenever you make a purchase, your counterparty (the waiter, bookseller…) will 
access your data using your public key after you approve payment using your private key. 
As soon as your payment is approved by the blockchain, the transaction will be recorded in 
the ledger for future reference. 
 
Good Luck!


