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  “To Dione Lauter and family. You gave me a second chance at life, and I will always be eternally grateful. Thank you and God Bless you and everyone you care about. “


   


   


  Sincerely, Thank you, Dionysus.


   


   


   


   


   


   


   


   


   


   


   


   


   


  
“I Think That Bitcoin At $100,000 Is The Most Ridiculous Thing.



  It’s not worth anything. It’s the tulip bulb of our time. 


  It’s worse than a tulip bulb because this has enabled so much criminal activity.”


   


   


  -  Michael James Burry, American investor and hedge fund manager. Best known for predicting the subprime mortgage crisis which triggered the global financial crisis of 2008. He was portrayed in the movie The Big Short, by Hollywood actor Christian Bale. 


   


   


   


  Preface


   


  As I sit writing this, the next great financial crisis, which will rock Western society to its core, hasn’t happened yet. However, many people can feel it coming. You don’t need to be an economist to sense it. The financial danger on the horizon is almost tangible—something big, something unpleasant, something so detrimental that its effects will reverberate through society for a generation is coming.


  In the current prelude to this looming financial calamity, investors and financial gurus are increasingly touting the merits of cryptocurrencies like Bitcoin as supposed financial safe havens. They argue that the economic mechanics of scarcity and limited supply will see cryptocurrencies like Bitcoin boom during a major financial collapse. Some even claim that Bitcoin Jesus himself, the enigmatic Satoshi Nakamoto, created Bitcoin for this very purpose.


  In many ways, cryptocurrency has evolved from obscure, hard-to-understand "nerd money" to now benefiting from an almost mythic status as a potential cure-all for the world’s economic ills. However, what if Bitcoin wasn’t designed to save the world from financial Armageddon? What if cryptocurrency was actually designed all along to be the eventual trigger of the next financial crisis?


  At present, blind belief in Bitcoin prevents even expert blockchain and cryptocurrency developers from acknowledging glaring, fatal flaws in the basic security, viability, and economic fungibility of all forms of digital currency. There is even strong evidence to suggest that the market prices of leading cryptocurrencies like Bitcoin have been grossly and fraudulently inflated for the better part of the past decade.


  None of this is to say that cryptocurrency can’t make people wealthy. Millions of traders and investors have become fabulously wealthy thanks to coins like Bitcoin, and new crypto millionaires will be minted tomorrow. However, decentralized, legacy cryptocurrencies like Bitcoin will never be the money of tomorrow. As the old saying goes, it’s the bank that always wins.


  In The Crypto Con, I will explain in simple layman’s terms why cryptocurrency cannot be trusted as a store of real wealth. I will also detail what I believe has always been the planned endgame for the current cryptocurrency market.


  If you want to be the smartest person in the room when discussing the cons of cryptocurrency, keep on reading.


   


  What Is Cryptocurrency?


   


  In The Crypto Con, I aim to prove without reasonable doubt that all iterations of cryptocurrency currently on the market are fatally flawed from a basic cybersecurity standpoint. To do this, it is first necessary to understand what cryptocurrency is, as well as a few very basic cybersecurity concepts. To start, we will look at Bitcoin, the first-ever cryptocurrency and still the most popularly known.


  The story of Bitcoin begins on the 31st of October 2008. This was the date upon which a man (though just as possibly a woman) whom we know only by the pseudonym Satoshi Nakamoto published a whitepaper titled “Bitcoin: A Peer-to-Peer Electronic Cash System” on an anonymously registered Internet domain, bitcoin.org.


  To garner interest in his paper, Satoshi simultaneously used various communication channels to disseminate links to a full PDF copy of his whitepaper. Chief among the channels he used was a cyberpunk mailing list operated by the website metzdowd.com.


  The exact message Nakamoto used to address subscribers to the metzdowd.com mailing list read as follows:


   


  I've been working on a new electronic cash system that's fully peer-to-peer, with no trusted third party. 


  The paper is available at: http://www.bitcoin.org/bitcoin.pdf


  The main properties: Double-spending is prevented with a peer-to-peer network. No mint or other trusted parties. Participants can be anonymous. New coins are made from Hashcash-style proof-of-work. The proof-of-work for new coin generation also powers the network to prevent double-spending.


   


  The Bitcoin whitepaper itself reads much like an academic thesis, which must have taken Nakamoto a considerable amount of time to author. In it, he detailed the philosophical need for a new kind of ungovernable global electronic currency, while also explaining how his vision of such a currency would work.


  Bitcoin itself would be a software-based transaction ledger. To more easily understand this concept, think of a bank having a list of all the names of every customer, with a separate field showing each customer's current balance. This, and a record of every other person they have ever sent money to or received money from.


  In a bank, such lists/transaction ledgers exist, but they exist as private, centrally administered databases. Satoshi Nakamoto, though, wanted the Bitcoin transaction ledger to be public.


  Satoshi's vision was for the Bitcoin transaction ledger to run as software called Bitcoin Core on several computers simultaneously—the more, the better. To update this ledger in any way, consensus would have to be reached among the majority of people running Bitcoin Core that any update was valid.


  Let's say that Mary has some Bitcoin and she wants to send it to Tom. To do this, Mary enters into Bitcoin Core Tom's Bitcoin wallet address (the equivalent of Tom's name or account number on a regular bank transaction ledger); she then enters the amount of Bitcoin she wants to transfer from her address to Tom's and presses send. As she does this, every computer in the world running Bitcoin Core will see how much Bitcoin Mary wants to send and who to. 


  When everyone running Bitcoin Core agrees on the amount of Bitcoin to move and the addresses of the sender and receiver, the Bitcoin transaction ledger will be updated accordingly. What would happen, though, if someone using Bitcoin Core wanted to say that a transaction wasn't valid and instead attempted to divert Mary's Bitcoin to their own address? 


  To ensure that this could never happen, Satoshi Nakamoto decided to reward anyone helping process transactions with, you guessed it, Bitcoin. 


  When transactions are sent across the Bitcoin network, they are bundled into 2-megabyte blocks of encrypted code. Anyone running Bitcoin Core can subsequently choose to allocate some of their computer resources to help break the encryption of these blocks. This is what is referred to as Bitcoin mining. 


  Every time Bitcoin miners successfully break the encryption of a new transaction block, they must all reach a consensus that the transactions therein are valid. They do this by checking the existing balance of wallets sending funds and the validity of any address where Bitcoin is being sent to. In return, Bitcoin miners are rewarded with newly unlocked Bitcoin deposited to their own addresses. 


  Conversely, if somebody helps break the encryption of a transaction block but attempts to invalidate or alter a transaction (thereby going against the consensus reached by other miners), they receive no reward. 


   


  The Basic Economic Mechanics of Bitcoin


   


  Thanks to the way real computational power is necessary to mine Bitcoin, Satoshi made it highly unlikely that anyone participating in the processing of Bitcoin transactions would attempt to undermine the integrity of the Bitcoin transaction ledger. After all, running a computer means spending real money on the computer itself, real money on electricity, and real money on Internet access. Why spend all of that money only to get no reward? There is just oned question. Namely, how does the Bitcoin which miners are rewarded have any value? 


  In the real world, basic economics is driven predominantly by scarcity. Sand is commonplace and therefore has little value. However, gold and oil are scarce and become increasingly scarcer as we exhaust supplies. Because of this, we appreciate gold and oil as having more value. 


  Satoshi Nakamoto attempted to mirror the basic economics of scarcity in Bitcoin by encoding into Bitcoin a fixed supply of 21 million individual Bitcoins. This means that only 21 million Bitcoin will ever enter circulation. As well as this, Satoshi designed Bitcoin's core software in such a way that as more people mine Bitcoin, more computational power is required to do so. To increase scarcity further, Bitcoin is also designed in such a way that every four years, the amount of Bitcoin which miners receive as rewards for mining is reduced by 50%. 


  Fundamentally, of course, people still have to believe that Bitcoin has value for it to really have value. As it was, Bitcoin was going to be a hard sell to the average person on the street in 2008. This was why Satoshi Nakamoto initially attempted to engage directly with the cyberpunks of the day. 


  These weren't regular people. These were ultra-nerds, programming geniuses, and veteran cryptography specialists. These were people who got laid in Second Life and who saw infinite transformative possibilities in code and information technology. These were people, in short, who might not just understand what Satoshi Nakamoto was conceptualizing, but who might also be eager to help put his ideas to the test. 


  Quickly, cyberpunks ranging from Icelandic teenage programming prodigies to world-respected cryptographers began finding their way to bitcoin.org, an online forum which Satoshi Nakamoto had created especially for this purpose. 


  In forum posts and private messages, Satoshi Nakamoto and his growing cyberpunk community began dissecting and amending the code which would eventually become Bitcoin. Satoshi, after all, hadn't just authored a paper detailing how his vision for Bitcoin might work. Single-handedly, Satoshi had already written the entire Bitcoin codebase himself. The code also worked, arguably even better than it does today. 


  Today, it can take several minutes to several hours for a Bitcoin transaction to process. This is because of the ridiculously small size of Bitcoin's 2-megabyte transaction blocks. However, in the beginning, Bitcoin transacted instantly and without any transaction fees. A 2-megabyte limit on the size of transaction blocks was only added after some forum users pointed out how malicious parties might attempt to disrupt Bitcoin by intentionally flooding the early Bitcoin network with the equivalent of Bitcoin transaction spam. The goal was always to increase block sizes as more people began using Bitcoin. However, only Satoshi could change this parameter in his code, and as we know now, Satoshi would soon disappear. 


  Just three months after publishing the Bitcoin whitepaper and establishing the fledgling Bitcoin community, Satoshi Nakamoto began mining the Bitcoin genesis block. This was to be the first-ever block on the Bitcoin network, one which every other transaction block would build on to create a chain of transactions. Hence, we have the term blockchain. 


  As Satoshi was the only user of Bitcoin at this point, the blocks which he mined were just blocks of encrypted code which released a 50-Bitcoin reward whenever their encryption was broken. There were no transactions inside which he needed to verify. However, Satoshi was aware that many people might consider Bitcoin a Ponzi scheme or self-made get-rich scheme if he retained any of the Bitcoin allocated to himself after mining the first blocks. 


  To this day, the first 50 Bitcoins created as Satoshi mined the Bitcoin genesis block remain locked in a Bitcoin address which even Satoshi can never access. The remainder of the 100,000 to 1 million Bitcoin which Satoshi is estimated to have mined also remains untouched. 


  With Bitcoin finally released into the wild as a program which anyone could download for free, several of the cyberpunks at bitcoin.org also began mining Bitcoin. They also began sending Bitcoin to each other to prove that the system worked. As they did so, Bitcoin gained a nominal value of a few fractions of a cent. After all, the very fact that people were using real computational power to swap a few bits of Satoshi's new digital money meant that at least a few people believed in it. 


  Eventually, the bitcoin.org community created a Bitcoin newsletter to explain and promote Bitcoin to a wider audience. They also established the world's very first Bitcoin exchange. This made it possible for people to acquire Bitcoin without participating directly in the Bitcoin network or community if they didn’t want to. 


  Steadily, the expansion of the Bitcoin community and the improved accessibility of Bitcoin saw the cryptocurrency gain further value. Bitcoin's growth also quickly became parabolic, with prices per coin rising from mere fractions of a cent to $0.05 by mid-2010. This was thanks to people on the fringes of the cyberpunk scene realizing that whether they believed in it or not, there was demand for Bitcoin. This being the case, why not mine some?


  While not a get-rich scheme, Bitcoin mining was profitable, as well as free of the risks associated with investing in or trading the digital currency.


  Whether the Bitcoin price was rising or falling, people and exchanges were always willing to buy Bitcoin. At the time, mining could also be done on any mid-range home or gaming PC. With the tech required already in hand, people all around the world subsequently began mining Bitcoin, even if some weren't sure what Bitcoin actually was.


  Today, things are a little different. The difficulty associated with breaking the encryption of Bitcoin transaction blocks has reached a point where specialized banks of CPUs and bleeding-edge graphics cards are required to run 24/7, just to earn a fraction of a Bitcoin. However, this is how Bitcoin began, and cryptocurrency in general is largely still based on the fundamentals which Satoshi Nakamoto outlined in his original whitepaper.


  Today, the vast majority of cryptocurrencies on the market are still based on the decentralized distributed ledger technology pioneered by Satoshi Nakamoto. In fact, many coins—even Elon Musk's favorite digital currency, Dogecoin—are just clones of the original Bitcoin codebase. 


   


  How Are Other Cryptocurrencies Different from Bitcoin?


   


  When Satoshi Nakamoto created Bitcoin, he took several precautions to ensure that Bitcoin could never be controlled by any one single entity. The whole point of Bitcoin was to be trustless and completely decentralized. Satoshi Nakamoto, therefore, released the Bitcoin codebase with an MIT General Public License. This means that Bitcoin's code is open-source and free for anyone to check for bugs, copy, and even use to create their very own cryptocurrencies.


  The simplest way to create a cryptocurrency, even today, is to simply clone the software which makes up Bitcoin Core. When mining the first genesis block, new cryptocurrency developers can then change certain parameters like transaction block sizes to make their digital currency different from Bitcoin. Litecoin, one of the very first alternative cryptocurrencies to Bitcoin, did this by increasing the maximum supply of Litecoin available to mine, as well as making mining easier. Coins like Dogecoin and Dash did the same.


  There are also coins today like Ethereum which have taken the Bitcoin codebase but expanded and innovated on Satoshi Nakamoto's code and ideas to create cryptocurrencies which are wildly different from Bitcoin. Ethereum, as one example, allows users to build entirely new cryptocurrencies, decentralized applications, and even web-based cryptocurrency exchanges inside of its own blockchain based virtual computer. However, this is where things start to get complicated. 


  Today, there are cryptocurrencies on the market like Cardano which claim to be quantum-computing resistant (this meaning that they can withstand attacks by as-yet theoretical mass-produced quantum computers). There are also coins like Monero, which claim to keep their users completely anonymous. There are also stablecoins which make it easier to trade other cryptocurrencies by always being backed on a one-to-one basis by real-world currencies like the U.S. dollar. 

