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Advance praise for Number Go Up


“A riveting and horrifying but also endlessly entertaining investigation into the bad parts of crypto (which are most of them). This book is what happens when the funniest financial journalist in America takes on the funniest story in modern finance, and the results are as darkly hilarious as you could hope for.”


—­Matt Levine, Money Stuff columnist


“This book is ludicrously compelling. I, quite literally, couldn’t put it down—­and I don’t even care about crypto. Zeke Faux writes about this world with such clarity, humor, and perspective that the portrait captures something even larger: a moment in time that we can’t afford not to understand.”


—­Evan Osnos, National Book Award– winning author of Age of Ambition


“Business journalists are not usually lauded for their bravery, but it takes guts to gaze into the abyss of late-stage capitalism—never mind parachute directly into it—and Zeke Faux’s descent into the blatantly nonsensical, blistering immoral world of cryptocurrency is a kind of hero’s journey. It’s a riveting, character-driven narrative in which Faux, a longtime writer for Businessweek and a crypto skeptic, guides readers through a vividly rendered hellscape populated by corporate lawyers, drug lords, terrorists and former child actors—among others—while nimbly telling the story of how a ‘hobby for nerds,’ became, in the words of its more infamous villains, ‘the world’s biggest Ponzi scheme.’ ”


—Jessica Pressler, special correspondent, Vanity Fair; producer, Hustlers and Inventing Anna


“This book is riveting, scary, funny, unbelievable, depressing, insane, and many other adjectives, but I’ll stop here and just say: If you want a front-row seat to one of the greatest business stories of all time, you should read Number Go Up now. It’s worth your time and Bitcoin, Ethereum, Tether, etc.”


—A.J. Jacobs, New York Times bestselling author of The Puzzler


“Number Go Up is both a serious financial investigation and an incredibly entertaining romp through crypto’s wildest days, with deep access to all the people responsible and their cadre of true believers. Over and over in the book, Zeke Faux gets the classic confession from the villain explaining how he did the crime—but in Faux’s case, it’s while the crime is ongoing, at over-the-top parties that are celebrating the scams, attended by your favorite celebrities, where Faux seems to be the only one asking the uncomfortable questions. This is a definitive, incisive, and revealing tale of crypto’s great promise and epic crash.”


—Sarah Frier, author of No Filter: The Inside Story of Instagram


“Zeke Faux’s Number Go Up does what should be impossible—it combines meticulous reporting with irresistible storytelling. The book reveals what was arguably the most brazen financial con of the twenty-first century and does so without getting mired in abstraction or hype. It is the definitive book about crypto and the only one you’ll want to read.”


—Max Chafkin, author of The Contrarian


“The only book about crypto you need to read . . . Faux has gone deeper than anyone inside a movement that aspires to replace traditional finance, but seems more likely to blow up and take the world down with it. Get ready to laugh, then cry, then scratch your head at the sheer insanity of billions of dollars being magicked out of thin air by stoned tech bros. By the end of the book, when Faux brings readers to a compound of crypto scammers working in slavery-like conditions in Cambodia, all your expectations will have shattered. Number Go Up is an instant-classic: Liar’s Poker for the era of digital monkey tokens, written with a sensibility that meets our absurd moment in time.”


—Kit Chellel, co-author of Dead in the Water


“Number Go Up is a dizzying safari of the surreal, hilarious, can’t-make-it-up insanity of the crypto boom. Racing across the globe from the Bahamas to Italy to Cambodia, Zeke Faux takes readers behind the velvet rope and onto the mega yachts and multimillion-dollar tropical compounds of the billionaire crypto schemers, hustlers, and evangelists who may all be headed to prison—but are having a riotously good time turning the financial world upside down.”


—Joshua Green, #1 New York Times bestselling author of Devil’s Bargain


“Number Go Up is funny, enraging, racy, and profound. We were waiting for the first great crypto book and Zeke Faux has written it.”


—Oliver Bullough, author of Moneyland


“Before the crash, Zeke Faux set out to chronicle the rise and fall of crypto. It’s lucky for us that he did, because his book, Number Go Up, is an almost too good to be true saga that would be impossible to reconstruct unless you were there as it was happening. It’s essential reading for anyone who wants to understand the mass delusion that was crypto—and anyone who wants to understand how we can fool ourselves.”


—Bethany McLean, bestselling co-author of The Smartest Guys in the Room
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Prologue



Nassau, Bahamas


February 17, 2022


Total Value of All Cryptocurrencies: $2 Trillion


(Yes, Trillion with a “T”)


“I’m not going to lie,” Sam Bankman-Fried told me.


This was a lie.


We were in his office in the Bahamas, and I had just pulled up my chair to his desk and turned on my tape recorder. I had flown in on assignment from Bloomberg, where I worked as an investigative reporter, to see the man at the center of the cryptocurrency frenzy that was sweeping the globe.


Bankman-Fried stared ahead at his six monitors and scrolled through emails as he told me that I could always count on him to give his honest opinions about crypto. Forbes had recently declared him the world’s richest person under thirty, but he looked like a student who’d been shaken awake after an all-nighter in the library. He was schlubby and shoeless, in blue shorts and a gray T-shirt advertising his cryptocurrency exchange, FTX. His wild curly hair was so matted down by the headphones he’d been wearing that he resembled a half-sheared sheep. On his desk I saw an open packet of chickpea korma—yesterday’s lunch.


My plan was to write a profile of crypto’s boy genius, the man who, at twenty-nine, seemed to have the future of money figured out. His rise had been so meteoric that it seemed plausible when he said FTX would one day take over all of Wall Street. He was worth at least $20 billion, but he claimed he’d only gotten rich so that he could give it all away. He drove a Toyota Corolla and liked to sleep at the office on a beanbag chair, which I could see next to his desk.


It was an irresistible story. The problem was that it was not true. While the media, politicians, venture capitalists, and investment bankers lauded him as a benevolent prodigy—a Warren Buffett or J. P. Morgan for the digital age—he was secretly embezzling billions of dollars of his customers’ money and blowing it on bad trades, celebrity endorsements, and an island real-estate shopping spree to rival any drug kingpin’s.


I’d like to tell you that I was the person who exposed it all, the heroic investigator who saw through one of history’s greatest frauds. But I got tricked like everyone else. I was sitting next to the biggest con man since Bernie Madoff, with a clear view of his emails, internal chats, and trading records, and I had no idea what he was up to.


“You can use me as a resource for information,” Bankman-Fried said, tapping his crew-sock-clad feet aggressively. “That’s one of the biggest things I want to convey.”


“That makes sense,” I said to him, nodding amiably.


I did have my suspicions. From the day I started digging into the crypto world, I had seen nothing but red flags. Why were all these companies based in infamous offshore regulatory havens? What was up with all these random virtual coins that were supposedly worth tens of billions of dollars? Was that, just maybe, a precarious foundation for the future of finance? Were they all scams?


But by the time I visited Bankman-Fried’s island hideaway, the logic of the financial world had broken down. Hardly anyone knew what cryptocurrencies were for. Even supposed experts couldn’t explain them. It was unclear why many of the coins would be worth anything at all. But from 2020 to early 2022, the prices of Bitcoin and hundreds of other lesser coins—with ridiculous names like Dogecoin, Solana, Polkadot, and Smooth Love Potion—were going up and up. While I was in the Bahamas, people traded more than $500 billion worth of them, and the market value of all coins combined topped $2 trillion.


Crypto boosters claimed they were in the vanguard of a revolution that would democratize finance and lead to generational wealth for those who believed. The roar of the rising prices drowned out the skeptics. Incomprehensible jargon became inescapable. Blockchain. DeFi. Web3. The metaverse. What these terms meant was beside the point. Newspapers, TV, and social media bombarded potential investors with stories of regular people who invested in them and got rich quick.


Crypto seemed like a giant slot machine that had been rigged to pay out almost every time. Hundreds of millions of people around the world gave in to the temptation to pull the lever. Everybody knew somebody who’d hit it big. And the more people who bought in, the higher prices rose.


None of this led to any sort of mass movement to actually use crypto in the real world. Nobody tossed their credit cards, closed their bank accounts, and abandoned the dollar or the euro in favor of, say, Cardano coins. But the hucksters, zealots, opportunists, and outright scammers who created the boom got unbelievably, unimaginably, impossibly rich.


Bankman-Fried told me that as many as five of his colleagues at FTX were billionaires. And that was just a single crypto company. Many unprofitable start-ups with questionably legal business plans were valued in the billions. Changpeng Zhao, who founded another crypto exchange called Binance, made a fortune estimated at $96 billion. The numbers got so large that even the most delusional crypto fantasies started to sound reasonable. It seemed like nothing could stop crypto’s manic rise.


Until, of course, the house of cards collapsed. Starting in the summer of 2022, many companies in crypto were revealed to be frauds. The bubble popped. About $2 trillion of market value was erased. Billionaires went bankrupt. Millions of ordinary people lost their savings. The financial authorities who’d allowed scammers to run rampant finally decided it was time to lay down the law. Bankman-Fried and many of his associates were arrested. Crypto didn’t disappear entirely, but the fever had broken.


This is the story of the greatest financial mania the world has ever seen. It started as an investigation of a coin called Tether that served as a kind of bank for the industry. But it morphed into a two-year journey that would stretch from Manhattan to Miami, to Switzerland, Italy, the Bahamas, El Salvador, and the Philippines. It is based on hundreds of interviews with people at every level of crypto, from gamblers to coders to promoters to billionaires. I visited their yachts and parties at the pinnacle of the frenzy and their hideouts as the authorities were closing in.


From the beginning, I thought that crypto was pretty dumb. And it turned out to be even dumber than I imagined. Never before has so much wealth been generated with such flimsy schemes. But what shocked me was not the vapidity of the crypto bros. It was how their heedlessness had devastating consequences for people across the world. By the end, I’d find myself in Cambodia, investigating how crypto fueled a vast human-trafficking scheme run by Chinese gangsters.


I pitched this book to my publisher in November 2021, near the mania’s peak, on the premise that crypto would soon collapse, and I’d chronicle the catastrophic fallout. Three months later, I was sitting with Bankman-Fried at his Bahamas office and looking at the computer screens behind his fuzzy head. I was oblivious to the giant fraud happening right in front of me. In fact, by then, I was starting to worry that I would never figure out the secret behind the crypto boom.


I was still fairly certain that huge swaths of crypto were essentially a pyramid scheme, but the bubble hadn’t popped. The industry was doing great. It seemed quite possible that the craze could continue far beyond my deadline. Or maybe crypto would gain so many followers that it would become unstoppable. I had no idea what the ending of the book was going to be.


After we’d spent a few hours together, I decided to ask Bankman-Fried for advice. This was half interview tactic, half genuine cry for help. I didn’t expect him to tell me his whole industry was really a fraud. But I wanted to see if he might be willing to point me in the right direction. So I laid out my whole narrative dilemma. I told him my theory: that the coin called Tether, the supposedly safe crypto-bank that served as the backbone for a whole lot of other cryptocurrencies, could prove to be fraudulent, and how that could bring down the whole industry.


Bankman-Fried said that I was wrong. Crypto wasn’t a scam, and neither was Tether. But he wasn’t offended by my question. He said he totally understood my problem. Then he did something that didn’t strike me as strange at the time. But knowing what I know now, I can’t help but wonder if he was trying to make some kind of winking confession.


Bankman-Fried cut me off, nodding, as I tried to explain more. His tone turned chipper. He said: “It’s like the narrative would be way sexier if it was like, ‘Holy shit, this is the world’s biggest Ponzi scheme,’ right?”


Right.





Chapter One



“I Am Freaking Nostradamus!”


Brooklyn, New York


January 2021


In January 2021, at the depths of the pandemic malaise, my friend Jay sent a message to our group chat of high school buddies saying that he’d invested a few hundred dollars in something called “doggie coin,” and that we should too. “I don’t know anything about it other than its name,” he wrote. “I am very bored.”


He didn’t even have the name right. It was called “Dogecoin,” pronounced “dohj,” and it was a cryptocurrency based on a meme of a Shiba Inu glancing to the side. Don’t worry about how exactly a dog joke turns into a financial asset—even Dogecoin’s creator didn’t understand how it happened. Like most cryptocurrencies, it had no “revenue” or “profits.” There was no reason why it should have any value.


I told Jay all this. I said that, as a joke, Dogecoin wasn’t even funny. He didn’t care. “I fully understand how stupid this is. That’s why it’s funny to me,” Jay wrote.


It wasn’t like Jay was some degenerate gambler. He was a thirty-six-year-old professional who owned a house with a pool in a nice Boston suburb and served on two charitable boards. As he read about Dogecoin on Reddit, he grew convinced that for some reason, other people would buy the dog-joke cryptocurrency too. It wasn’t a crazy thing to think. During the Covid-19 lockdowns, millions of people had downloaded apps like Robinhood and Coinbase. Understimulated mentally and overstimulated monetarily, they’d started tapping the buy button. These day traders gathered on Twitter and Reddit, where they shocked Wall Street by sending shares of left-for-dead retailer GameStop up more than tenfold, nearly bankrupting hedge funds that bet against it. Then they took this nihilistic, buy-it-for-the-LOLs mentality to crypto.


Dogecoin replaced politics and dad jokes in the group chat. Jay texted us to say that Dogecoin had sponsored a NASCAR driver. I noticed Elon Musk was talking about it too. As the price climbed from a penny to two cents, then three cents, then five cents, I got more and more annoyed. It wasn’t so much that Jay was making money and I wasn’t. It was more that I knew I was right. And, okay, I was jealous.


A few days after Jay’s first text, I pulled up Drudge Report to see a smiling Shiba Inu splashed across the news aggregator’s front page: “Reddit Frenzy Pumps Up Dogecoin! Now Worth Billions!” Jay eventually sold out and made several thousand dollars. Then he taunted me by sending selfies from a trip to Walt Disney World, financed with his trading profits. “If you listened to me when I first told you to throw $10 on Dogecoin, you’d all be $500 richer right now,” Jay wrote. “I am freaking Nostradamus!”


Jay wouldn’t admit he’d gotten lucky. He acted like his Dogecoin score proved his astute understanding of crowd psychology. Even after he moved on, I didn’t. I started seeing crypto bros everywhere. They were acting like the rising prices of the coins proved they were geniuses. And their numbers were growing.


It seemed like everyone but me was cashing in their stimulus checks or retirement savings and buying crypto. Whenever anyone would ask me whether they should invest, I’d tell them I thought it was risky. But no one listened. Just on my block in Brooklyn, one of my neighbors made enough to renovate her kitchen and another bought a house and moved away.


The worst part was, I was supposed to be the expert on this kind of thing. I’d spent most of my career reporting on Wall Street scammers and predatory tech companies. I wasn’t exactly a hard-boiled investigator. I was a thirty-six-year-old Brooklyn dad, with three kids, a minivan, a seven-speed bicycle, and a habit of reading online reviews before buying so much as a pack of double-A batteries. A few months later, my first-ever attempt at a stakeout—of a Brooklyn loan shark’s office—would go embarrassingly wrong: I shaved my facial hair to disguise my appearance, then arrived to find a neighborhood full of bushy-bearded Hasidic Jews. But in general I was good at writing about scams. I liked figuring out how con men were exploiting legal loopholes, unraveling their tricky contracts, and tracing their offshore shell corporations.


Crypto didn’t hold the same appeal for me. I’d resisted the topic whenever it came up at work. It seemed so obvious. The coins were transparently useless, and people were buying them anyway. A journalist composing a painstaking exposé of a crypto scam seemed like a restaurant critic writing a takedown of Taco Bell.


But after my argument with Jay, I began to warm up to the idea. I wanted to prove him—and everybody else—wrong. So, a few months later, in May 2021, when the editor of Bloomberg Businessweek walked by my desk and floated a crypto assignment, I was ready.


“What do you know about stablecoins?” he asked me.


The answer was Not much. But I did know they were called “stablecoins” because, unlike coins with prices intended to go up, they were supposed to have a fixed value of one dollar. That was because each coin was supposed to be backed by one U.S. dollar. The biggest stablecoin by far was called Tether.


Tether seemed to be at the center of the crypto world: More Tethers changed hands each day than any other cryptocurrency. It was a way for traders to zap their money from exchange to exchange, and a way to park their investments in a stable asset. I was surprised to learn that by then there were 55 billion Tethers in circulation—an amount that would have made it one of the fifty largest banks in the United States. This meant that, supposedly, people had sent $55 billion in U.S. dollars to the company and received 55 billion made-up Tether coins in exchange. Tether insisted that it had parked the $55 billion in safe investments. But the thing was, no one knew where this money was.


A few hours on Google revealed that the company was incredibly sketchy. One of its top executives was an Italian plastic surgeon turned electronics importer who’d once been caught selling counterfeit Microsoft software. Among its founders was one of the child actors from the Disney ice-hockey classic The Mighty Ducks. In an old document I discovered on Tether’s website, I found a list of the risks of buying the cryptocurrency. The company said it could go bankrupt, or the un specified bank holding its money could, or a government could confiscate its assets. Last on the list: “We could abscond with the reserve funds.” I made a note of that one.


I couldn’t tell which country’s authorities were overseeing Tether. On a podcast, a company representative said it was registered with the British Virgin Islands Financial Investigation Agency. But the agency’s director, Errol George, told me that it didn’t oversee Tether. “We don’t and never have,” he said.


There were plenty of critics who speculated that Tether was not actually backed by anything at all. Some argued that Tether was creating tokens out of thin air and using them to prop up the entire crypto market. If they were right, and Tether really was a Ponzi scheme backed by nothing, it would be one of the biggest frauds in history.


This wasn’t just a conspiracy theory for online haters. The concerns reached the highest levels of the U.S. government. I couldn’t believe it when, a few months later, I learned that Treasury Secretary Janet Yellen had summoned all the country’s top financial officials—the chair of the Federal Reserve, the head of the Securities and Exchange Commission, and six others—for a meeting to discuss Tether.


The situation was absurd: Inflation was spiking, a Covid surge threatened the economic recovery, and Yellen wanted to talk about a digital currency dreamed up by a kid from The Mighty Ducks. To me it seemed like a playground snowball fight had gotten so out of hand that the Joint Chiefs of Staff were being called in to avert a nuclear war.


The regulators wanted to know where Tether’s billions were too. But they also believed that even if Tether was real, and it did have something like $55 billion somewhere, it had gotten so large that it put the entire U.S. financial system at risk. Their fear was that Tether would suffer a bank run. If the people who owned Tether coins started worrying about whether Tether really had those billions of dollars, they might start cashing them in. Fear would grow that Tether would run out of money. A stampede could start. No one would want to be among the last ones stuck holding Tethers when it did.


If Tether had money tied up in investments, it would have to dump them at fire-sale prices. The other institutions that invested in the same things would take losses. That’s what happened in the financial crisis that crashed the U.S. economy in 2008, when no one knew which funds had sunk all their money into worthless subprime mort gages. The panic rippled through the financial system, setting off runs on one bank or fund after another.


“In a panic, everything collapses and they look to the federal government to bail them out,” one attendee at Yellen’s meeting told me. “If the crypto market was isolated, maybe we could live with that. But hiccups in one market start to translate into other markets. These are the things we’re paid to worry about.”


Tether was the kind of mystery I found interesting. And it seemed possible that Tether was the mysterious force pushing crypto prices to ever higher heights. If Tether was revealed to be a fraud, I figured the entire bubble might pop, and the prices of all the coins would crash. That would include Dogecoin. Even “Nostradamus” would have to admit I was right. So I set out to look for Tether’s money.


It was hard to believe that people had sent $55 billion in real U.S. dollars to a company that seemed to be practically quilted out of red flags. But every day, on cryptocurrency exchanges, traders bought and sold Tether coins as if they were just as good as dollars. The coins were traded so frequently that on some days, more than $100 billion in Tether changed hands. It seemed the people with the most at stake in the crypto markets trusted Tether, and I wanted to know why.


Luckily, in June 2021, twelve thousand crypto die-hards were gathering in Miami for what was being billed as the biggest crypto conference ever. The featured speakers would include Ron Paul, Twitter co-founder Jack Dorsey, and, inexplicably, skateboarder Tony Hawk. Who could resist?





Chapter Two



Number Go Up Technology


The Florida crime novelist Carl Hiaasen once wrote of his home state, “Every scheming shitwad in America turned up here sooner or later, such were the opportunities for predation.” In his books, the scheming shitwads are crooked cops, corrupt politicians, and the cocaine traffickers who financed much of Miami’s skyline. But plenty of people at Bitcoin 2021, the crypto conference I’d come to attend, met the description.


I was deeply skeptical about cryptocurrency before I arrived, and what I had been learning about Tether wasn’t doing much to dispel those doubts. In Miami, though, I would be surrounded by true believers. These were the people trying to make crypto go mainstream and attract big money from institutional and individual investors alike. They claimed the “blockchain technology” behind it would soon power everyday financial transactions.


The conference was supposed to be exclusively about Bitcoin, the first and largest cryptocurrency, but as this was one of the first large gatherings of any kind since Covid-19 vaccines became available, I figured anyone who was anyone from the entire crypto industry would be there. My plan was to listen politely to a bunch of tech bros pitching their apps, and then to ask them what they knew about Tether.


When I got to the Mana Wynwood Convention Center, the warehouse-like venue hosting the event, I saw thousands of people waiting outside in the blazing hot sun. The line to enter snaked for at least a mile, past a garish mural of a cartoon rat and another of a bug-eyed crying clown. The attendees wore T-shirts with crypto slogans, like have fun staying poor or hodl, a meme about never selling crypto derived from a typo for the word “hold.” Some had shirts ad vertising their favorite coins, whose names seemed designed to compete for attention by being as stupid as possible. During the conference, the price of one coin called CumRocket would quadruple after Elon Musk tweeted a triptych of emojis (a splash, a rocket, and a moon) that appeared to reference it.


The atmosphere was more like a carnival than a tech conference. Near the entrance, I spotted a dumpster full of Venezuelan bolivares, with the label cash is trash pasted on the side. A skate ramp had been set up for Tony Hawk to show off his tricks. Inside the doors, models walked the floor body-painted with Bitcoin’s logo, past booths advertising crypto companies, luxury watches, and Miami nightclubs. Almost no one was wearing a mask. I took mine off to fit in. The acrid stench of cologne was everywhere, which was almost a relief—as long as I could smell it, I figured I probably didn’t have Covid.


That Miami was playing host to this strange gathering was no coincidence. Francis Suarez, the city’s forty-three-year-old mayor, was the first speaker. Techno blasted as he walked on stage in front of a giant orange Bitcoin “B” logo. He was wearing a special T-shirt of his own, emblazoned in neon Miami Vice lettering with how can i help.


“In this city we truly understand what it means to be the capital of capital,” he said. “It means to be the capital of Bitcoin.”


Suarez declared he wanted to pay city employees in Bitcoin, to accept the cryptocurrency as payment for fines and taxes, and even for the city to invest in it. FTX, Sam Bankman-Fried’s crypto exchange, was paying $135 million for the naming rights to the Miami Heat’s NBA arena, owned by the city, and Suarez said the money would pay for anti-gun-violence programs and summer jobs for teens.


The mayor equated Bitcoin’s doubters with his city’s skeptics, who liked to needle him about climate change by pointing out that streets flooded even on sunny days. As it so happened, during the week of the conference, the U.S. Army Corps of Engineers had released a report calling for a massive, twenty-foot-high seawall across Biscayne Bay, blocking the ocean views of the city’s financial district. “You guys see any water here? I don’t know, I don’t see any water here,” Suarez joked to the crowd.


The speakers who followed were so enthusiastic about Bitcoin, they made Suarez seem like a pessimist. Some said Bitcoin would allow free and instant money transfers, replacing MasterCard and Visa. Others said it would give access to the financial system to the billions of people around the world who didn’t have bank accounts. There seemed to be no limit to what Bitcoin could do. One podcaster on stage called it “the first manmade incorruptible money and social institution” and said it was “potentially the most important invention in human history.”


Many of the speakers railed against central banks and inflation. Their bête noire was “fiat money.” That means money printed by central banks—in other words, pretty much all money in modern times. They blamed it for all of society’s ills, from inflation to war to malnutrition, and called for a return to the era when money was backed by hard assets (even though nearly all economists believe this would lead to frequent financial crises). Only this time, Bitcoin would take the place of gold.


“Bitcoin changes absolutely everything,” said Jack Dorsey, who was on stage in a tie-dye T-shirt, sporting a shaved head and a guru-length beard.


The speakers in Miami made Bitcoin sound complex and revolutionary, practically divine. Its incomprehensibility was almost a selling point. Boosters likened the moment that one finally understood Bitcoin to a religious awakening. The breathless hype made me more confused about what exactly a Bitcoin was or how the blockchain worked. I would only later figure out that crypto wasn’t that complicated—at least not the important parts.


A blockchain is a database. Think of a spreadsheet with two columns: In Column A there’s a list of people, and in Column B there’s a number representing how much money they have.
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With the Bitcoin blockchain, the numbers in Column B represent Bitcoins. And the people in Column A are identified by strings of random characters instead of names. That’s it. That’s what Bitcoins are—numbers in a spreadsheet. There is nothing else. Without the spreadsheet, the Bitcoins don’t exist. If we were talking about the Dogecoin blockchain, the numbers in Column B would represent Dogecoins. Tethers are just numbers in a spreadsheet like this too. (Technically, a blockchain is a list of all transactions ever made, which is compiled into something like this spreadsheet by software, but close enough.) The next section explains how this works exactly, and I promise I’ll do my best to keep it interesting, but you can skip it if you want—you are now an expert on Bitcoin and the blockchain.


Two-column lists like the one on the previous page have always been at the core of the financial system. That’s the central function of a bank: keeping track of how much money each customer has. It’s a lesson I learned years earlier from an underrated source of financial wisdom: Saturday Night Live.


The skit in question opens with a pudgy banker sporting a vest and slicked-back hair addressing a boardroom full of employees as Beethoven’s “Ode to Joy” plays on strings. One of the employees is Will Ferrell, in a handlebar mustache, trying his best not to smile. Narrowing his eyes behind his round spectacles, the banker explains that what he is saying is the most important principle of Wall Street. “We will make a list of our clients, and how much money each of them has given us,” he says. “We will keep this list in a safe place.” The employees nod seriously. The banker reiterates the importance of the list. “We must take special care of the list with each client’s name and the amount of money he has invested,” he says. “If we were to lose that list, we would be ruined.” Then he adds another rule: “If my wife calls while I’m in shagging my secretary, tell her I’m at a board meeting. That way I’ll be able to continue shagging my secretary without my wife knowing about it.”


It’s funny because it’s true: It would be really bad if a bank lost the list. And while banks tend to do a pretty good job of keeping track of it, the periodic financial crises throughout history give some reason why you might prefer not to entrust your life savings to some self-interested, secretary-shagging financier.


The technical innovation of blockchain is that it lets customers get together and maintain the list themselves, with no banker involved. If I want to transfer 1,000 Bitcoins from my account to someone else’s, there’s no handsy banker to call. So instead, my computer broadcasts the transaction to all the computers that run the Bitcoin network, sending all the other Bitcoin people a message that says, “Hey, I’m transferring 1,000 Bitcoins to another account.”


So where did this idea come from? Bitcoin, the ur-cryptocurrency, was born on Halloween in 2008, at the climax of the subprime mortgage crisis, just after the storied investment bank Lehman Brothers failed. It began when a person or group going by the name Satoshi Nakamoto posted a message on a cryptography email list. “A purely peer-to-peer version of electronic cash would allow online payments to be sent directly from one party to another without the burdens of going through a financial institution,” Nakamoto wrote.


Nakamoto’s identity was a mystery. But his idea appealed to libertarians, techies, and cypherpunks, who saw a way for people to create free markets on the internet that governments couldn’t control. They liked that the transactions were more or less anonymous. Nakamoto’s idea spread through cryptography listservs, message boards, and other obscure corners of the internet. Coders and cryptographers volunteered to help Nakamoto develop open-source Bitcoin software. Then, in 2011, Nakamoto’s communications abruptly stopped, and those volunteers took over maintaining the network. Nakamoto was never heard from again.


Bitcoin was especially dependent on volunteers because of the system Nakamoto had devised to protect the list. The problem was that someone could try to spend the same Bitcoins twice at the same time—more or less cutting and pasting money.


The solution that Bitcoin uses to prevent this “double-spending problem” is called “mining,” and it’s incredibly complicated and confusing. It also uses so much electricity that the White House has warned it might prevent the United States from slowing climate change. It’s like something out of the world’s most boring dystopian science-fiction movie.


I will attempt to explain. Here goes: Once enough messages about transactions come in, some computers in the network called miners compile the batch into what’s known as a “block.” They confirm that I actually have 1,000 Bitcoins and that I haven’t already sent them to someone else. Then they make the block official and add it to the existing list of blocks—the blockchain.




But these miners don’t just hold a vote on whether the transactions are valid. That would require trusting a vote-counting system. Instead, the miners have to compete in an impossibly hard guessing game to generate a random number—as of 2023, the odds were 75 sextillion-to-1 against a correct guess. The winning miner gets to publish the block and update the ledger, and they get a reward of six and a quarter brand-new Bitcoins, created out of the ether automatically. The difficulty of the game automatically increases when more miners enter it.


In the early years, there wasn’t much that one could do with Bitcoins other than mine them. People did it on their home computers. It was a hobby for nerds, like model trains or ham radio. The price of a Bitcoin hovered right around zero.


But in 2011, a site popped up on the dark web that took advantage of Bitcoin’s apparent anonymity. It was called Silk Road, and it was a sort of eBay for drugs, where sellers listed marijuana, heroin, ecstasy, and cocaine, sold the drugs for Bitcoins, and sent them through the mail. “It kind of felt like I was in the future,” one early customer told a reporter after buying 100 micrograms of acid on Silk Road for fifty Bitcoins.


Silk Road was Bitcoin’s first commercial application. Drug consumers didn’t set up their own mining rigs before going shopping on the dark web. They bought Bitcoins for cash on rudimentary exchanges. The demand started driving up the price.


Bitcoin was so tied to Silk Road that when the site’s founder, Ross Ulbricht, was busted in October 2013, the price crashed. But a month later, Bitcoin’s price mysteriously increased tenfold, past $1,000. Mentions of Bitcoin millionaires started appearing in the news. The Wall Street establishment called it an unsustainable bubble, giving Bitcoin still more attention. Years later, researchers would find that the spike was the result of fake trades and price manipulation, but by then the idea of getting rich on Bitcoin had entered the popular imagination.


By the time of the conference in Miami in 2021, a single Bitcoin cost $39,000, and it would have cost $691 billion to have all the numbers in the whole Bitcoin blockchain put into my account.




It was a tribute to Nakamoto’s ingenious design and Bitcoin’s volunteer coders that the system held up all this time. But the design also led to an unintended consequence: massive amounts of pollution.


The system depends on economic incentives. The miners who confirm transactions have made such a large financial investment—in buying computers to compete in the guessing game—that it wouldn’t make economic sense to undermine Bitcoin by entering false transactions. But that also means it does make economic sense to run tons of computers to guess random numbers in hopes of winning the Bitcoin reward. As one person famously put it on Twitter, “Imagine if keeping your car idling 24/7 produced solved Sudokus you could trade for heroin.”


That is as bad for the environment as it sounds. Once Bitcoin’s price started rising, competition drove out the hobbyist miners. Within a few years, companies were selling specialized computers that were extra good at the guessing game. Miners started operating whole racks of them. Then warehouses full of racks.


Mining became an environmental disaster. Miners scoured the globe for sources of cheap power. Pretty much everywhere they set up shop, locals objected. Residents of Niagara Falls, New York, complained that Bitcoin miners’ powerful cooling fans—necessary to keep the computers from overheating—were drowning out the sound of the area’s massive waterfalls. China—not exactly known for its environmentalism—banned mining due to its massive energy use. (Of course it was welcomed by Texas.)


Other coins would adopt different authentication systems that used far less electricity, but Bitcoiners opposed any change to Nakamoto’s mining system. There was no way to reduce mining’s energy use. The difficulty of winning the guessing game—the thing that incentivizes all this energy-intensive computer use—is what kept anyone from hacking the system. Some tried to use renewable sources, but as of 2023, about 85 percent of the electricity used for Bitcoin mining came from coal and natural-gas plants. By some estimates, Bitcoin mining consumed as much energy as the entire country of Argentina, population 46 million.


If this all sounds insane to you: I know. I am with you.




The fundamental absurdity of all this is that the numbers in the Bitcoin blockchain don’t represent dollars, or even have any inherent tie to the financial system at all. There’s no reason why a Bitcoin should be worth more than a Dogecoin or any other number in any other database. Why would someone burn massive amounts of coal just to get a higher number written in the blockchain for their account?


At first, the theory was that Bitcoin’s value would go up once it became part of the mainstream financial system. The idea was that if Bitcoin was a superior financial technology, then lots of people would want to use it for their financial transactions. And if lots of people wanted to use it, they would need to first buy some.


When that didn’t happen, Bitcoiners started referring to the currency as “digital gold.” Nakamoto’s design limited the total supply of Bitcoins to 21 million. They argued that the limited supply meant the currency’s price was sure to rise. But, of course, just because the supply of something is limited doesn’t make it valuable—only 21 million VHS tapes of Pixar’s Toy Story were made at first, and you can get an original on eBay for three dollars.


For Bitcoin believers, the rising price became its own justification. On stage in Miami, many of the speakers resorted to a sort of illogical reasoning: The price of Bitcoin will go up because it has gone up. They wielded this circular argument to ward off doubt and call forth a future of infinite bounty. It became a mantra: Number go up.


“Number go up,” declared Dan Held, an executive at a crypto exchange called Kraken, on stage at Bitcoin 2021. “Number go up technology is a very powerful piece of technology. It’s the price. As the price goes higher, more people become aware of it, and buy it in anticipation of the price continuing to climb.”


I couldn’t believe what I was hearing. I am not a computer scientist, but I don’t think you can just call the concept of prices going up forever, for no reason, a “technology.” Thirteen years had passed since Bitcoin was invented—about as long as it took to get from the first websites to the iPhone—and the best argument anyone had for Bitcoin was that it was a financial bubble that would just keep growing forever?




But “number go up” had become a kind of cult. It helped that Satoshi Nakamoto had completely disappeared and his or her real identity had never been revealed, giving the worshippers a mysterious and absent god.


The aisles were jammed when the emcee introduced two men who seemed to be the stars of the show, judging by the riotous applause. Max Keiser, a Bitcoin podcaster, emerged first, in a white suit and purple sunglasses, to pounding EDM. “Yeah! Yeah!” he screamed, pumping his fists, as the dance music built to a drop. Elon Musk had recently said that Tesla would not accept Bitcoin due to its environmental impact, and Keiser was raging like the billionaire had run over his dog. “We’re not selling! We’re not selling! Fuck Elon! Fuck Elon!”


A fifty-six-year-old executive named Michael Saylor walked out, wearing an all-black outfit and black leather boots. Keiser called him a “giga-Chad,” Chad being internet slang for an alpha male, and by the standards of the conference, in which reckless day-trading counted as manliness, he was.


A more accurate description would be that Saylor was the biggest loser in the room. He didn’t mention it during his talk, but his software company, MicroStrategy, had nearly gone bust during the dot-com bubble, back when the internet counted as a hot new technology. In 2000, just before it popped, he told The New Yorker: “I just hope I don’t get up one day and have to look at myself in the mirror and say, ‘You had $15 billion and you blew it all. There’s the guy who flushed $15 billion down the toilet.’ ” Right afterward, he lost $13.5 billion.


But MicroStrategy survived, and for years Saylor chugged away in relative anonymity. Then he’d started buying Bitcoin. Then he bought more. By the time of the conference, he’d sunk $2 billion of MicroStrategy’s money into the cryptocurrency.


On Twitter, Saylor had put laser eyes on his Twitter profile pic— a culty signal of the crypto faithful, which meant one believed the price of a Bitcoin would hit $100,000—and started posting cryptic Bitcoin aphorisms, like: “Bitcoin is a swarm of cyber hornets serving the goddess of wisdom, feeding the fire of truth, exponentially growing ever smarter, faster and stronger behind a wall of encrypted energy.” His philosophy sounded even more unhinged when, once the crowd died down, he delivered it in his nasal voice with a straight face.


“Bitcoin you can think of as a plant life,” Saylor said on stage. “I put my monetary energy, my life force, into it, and then I let it live for the next thousand years. It’s okay just to be alive for a thousand years. What’s wrong with being rich forever, right?”


I was not immune to the appeal of everlasting life and money growing like kudzu. For a moment, as I sat in the darkened room among the true believers, I felt like a sucker for keeping my money in a regular old retirement account. But I had a job to do: I was there to find out about Tether.


In advance of the trip down to Miami, I’d looked up all of the attendees, trying to see who would have done business with the company and might know something about it, and arranged interviews with several of them. First, a colleague had invited me to tag along for a brief meeting with Sam Bankman-Fried, whose exchange FTX was reportedly a big user of Tether.


I wanted to talk with him about something called “commercial paper.” Commercial paper is a Wall Street term for short-term loans to corporations, which finance routine expenses like inventory or payroll. Tether claimed to hold about $30 billion of the stuff, which would have made Tether the seventh-largest holder of such debt, right up there with Charles Schwab and Vanguard. But a few colleagues and I had canvassed Wall Street traders, and none of them had seen Tether making any investments in the commercial-paper market. “It’s a small market with a lot of people who know each other,” one commercial-paper specialist had told me. “If there were a new entrant, it would be usually very obvious.”


Some people speculated that what Tether called “commercial paper” was really debt from exchanges like FTX. That would explain why no one on Wall Street had dealings with Tether. FTX could simply send Tether a note saying, “I promise I’ll pay you $1 billion,” and Tether could zap over 1 billion coins, and no one would be the wiser.


We were meeting in a crowded room designated for media. It was a zoo, packed full of reporters from crypto-focused websites. I saw a muscular crypto podcaster strut in wearing a tight black T-shirt, flanked by three similarly dressed and similarly buff helpers. Another man carried a fluffy dog as he filmed interviews.


Bankman-Fried was visiting from Hong Kong, where FTX was based. He’d come to celebrate the renaming of the Miami Heat’s stadium from American Airlines Arena to FTX Arena, and, when we sat down, he seemed distracted. I had only a few minutes with him, so I launched right into the theory that Tether was issuing him coins in exchange for IOUs. He assured me the theory was not true.


“We’ve wired them a lot of dollars,” he said. He also told me that he’d successfully cashed in Tethers, transferring the digital coins back to the company and receiving real U.S. dollars in exchange, though the process he described sounded a bit strange.


“This is going through three different jurisdictions, through intermediary banks,” he said. “If you know the right banks to be at, you can avoid some of these intermediaries.”


Before I could follow up, he was hustled away by his team of public relations representatives.


I’d also set up an interview with Alex Mashinsky, the founder of a company called Celsius Network. I’d read that Tether was one of Celsius’s early backers, so I figured he would know a lot about stablecoins. Mashinsky seemed to be everywhere at the conference—on stage, on the floor of the convention center, and in the media room doing back-to-back-to-back interviews. We met in a small, windowless room, which was quieter.


Mashinsky, fifty-five, was raised in Israel and still spoke with a slight accent. He was tall and stocky, with close-set eyes and brown hair combed over his large forehead. His special T-shirt read unbank yourself. To set him at ease before I got to any probing questions, I asked him an easy one: Explain your company’s business model.


Mashinsky’s response made no sense at all. He told me that users could deposit cryptocurrencies with Celsius and earn interest. The rates were as high as 18 percent a year—this at a time when most banks were paying almost nothing at all on savings. And he said that the company loaned out money too, but at low rates. His plan, in other words, was to buy high and sell low. It sounded like a great way to lose money, or possibly a Ponzi scheme.


I decided to move on to Tether.


“Do you deal with stablecoins yourself as part of your business?” I asked.


“We have billions of dollars in stablecoins,” he said.


Celsius, it turned out, had $18 billion in assets. I couldn’t believe it. Somehow Celsius had accumulated as much money as a large hedge fund with a business plan that wouldn’t even work for a kid’s lemonade stand.


“That’s what I was imagining,” I murmured, trying to keep a straight face.


Mashinsky said there was no reason to worry about what was backing Tether.


“Stablecoins are basically just a digital version of the U.S. dollar, right?” he said. “There’s no monkey business.”


But then he described what sounded very much like monkey business. Tether, in addition to investing in Celsius, had lent more than $1 billion worth of its coins to the company, which Mashinsky used to invest in other things. Mashinsky claimed this was safe because for every $1.00 worth of Tethers he borrowed, he put up about $1.50 worth of Bitcoin as collateral. If Celsius went bust, Tether could seize the Bitcoins and sell them. He told me this was a service Tether offered to other companies too.


I had thought Tether’s business model was to sell each coin for a dollar and put that dollar in the bank. Mashinsky was saying that Tether was effectively printing new money—by lending out coins to him backed only by Bitcoin. That was a lot less safe. Despite the chorus of believers, there was no reason to think that the numbers would go up forever.


I asked Mashinsky whether the promises he was making about Celsius were too good to be true. He insisted they weren’t. But the more he talked, the less I believed him. He said the key was that Celsius passed along most of its earnings to its users, unlike traditional banks, which invest customers’ money and keep the profits for themselves. Mashinsky said banks like J.P. Morgan were dishonest when they claimed they could only afford to pay tiny interest rates to savers.


“Somebody is lying,” Mashinsky said. “Either the bank is lying or Celsius is lying.”


I was pretty sure I knew who was lying, and it wasn’t J.P. Morgan. I made a mental note to investigate Celsius when I got back to New York.


The strangest moment of the Bitcoin 2021 conference came at the end. A small, boyish man paced the stage, giggling and cursing, as he told the story of a few months he’d spent at the beach in El Salvador. He was wearing a giant white hoodie and a baseball cap, and he seemed like a high school student giving an extremely inappropriate report on what he did for summer vacation. I later learned his name was Jack Mallers, and that he was the twenty-seven-year-old head of a Bitcoin-related company called Strike.


Mallers explained that he had gone to a beach town in El Salvador because a surfer from San Diego was teaching poor people there about Bitcoin, which was somehow going to help them stop being poor. He claimed that while he was hanging out on the beach, he got a message on Twitter from the brother of the president of El Salvador. Before long, he was advising the Central American nation on monetary policy.


Then I watched in disbelief as the visage of the president of El Salvador himself, Nayib Bukele, appeared on a big screen behind Mallers. In a recorded address, he announced for the first time that El Salvador would be adopting Bitcoin as a national currency. Rather than telling his citizens first, he had chosen to reveal a major national policy to a bunch of Bitcoiners, in Miami, Florida, in English, a language most Salvadorans don’t speak.


The audience went wild. Mallers got so worked up that he started to cry. For the first time, millions of people would be using Bitcoin for regular, everyday transactions. With Bitcoin powering the economy, he asserted, El Salvador’s youth “won’t have to resort to crime or violence,” and the country “won’t have immigration problems.”


“I’m not launching in Europe, I’ll be there. We die on this hill. I will fucking die on this fucking hill!” Mallers choked out between sobs. “Today, humanity takes a tremendous leap forward in re-instilling human freedom.”


I didn’t get it. There was a reason no one used Bitcoin to buy coffee—it was complicated, expensive, and slow to use. And what would happen if poor Salvadorans put their savings in crypto and then the price fell? But the audience was rapt. As I scanned the crowd, I saw that Mallers wasn’t the only one wiping away tears.


Not everyone I spoke to in Miami was a Bitcoin cultist. The biggest users of Tether were professional traders at hedge funds and other large firms, and I interviewed several of them too. What they explained to me was that for all the talk of peer-to-peer currency, and the ingenuity of a way to transfer value without an intermediary, most people weren’t using cryptocurrencies to buy stuff. Instead, they were sending regular money to exchanges, where they could then bet on coin prices.


The crypto exchanges, like Bankman-Fried’s FTX, were essentially giant casinos. And many of them, especially in the early days of crypto and outside the United States, couldn’t handle dollars because banks wouldn’t open accounts for them, wary of inadvertently facilitating money laundering. This was where Tether came in. When customers wanted to place a bet, they first bought some Tethers. It was as if all the poker rooms in Monte Carlo and the mahjong parlors in Macau sent gamblers to one central cashier to buy chips.


The biggest traders made their money by facilitating countless smaller bets, like Jay’s envy-inducing Dogecoin win. They needed to move big sums of money from exchange to exchange, and they did it with Tether. They said they routinely bought and sold hundreds of millions of Tethers and viewed the currency as an industry standard. Even so, many had their own conspiracy theories about Tether. It’s controlled by the Chinese mafia; the CIA uses it to move money; the government has allowed it to get huge so it can track the criminals who use it. It wasn’t that they trusted Tether, I realized. It was that they needed Tether to trade and they were making a lot of money doing it. There was no profit in being skeptical.


“It could be way shakier, and I wouldn’t care,” said Dan Matuszewski, co-founder of CMS Holdings, a cryptocurrency investment firm.


The traders told me that the people who ran Tether were secretive and likely wouldn’t speak with me. But they said there was one person who had been involved with the coin who loved attention: Tether’s co-founder, the former Mighty Ducks actor.


His name was Brock Pierce and, judging from his social media accounts, he seemed to have made a fortune on crypto. The more I learned about Pierce, the more curious I was about him. He flew around the world promoting crypto in a Gulfstream jet that he had spray-painted with Monopoly money and the Bitcoin and Ethereum logos. He had mounted a vanity presidential campaign in 2020, with the singer Akon as his chief strategist. He wore loud hats, vests, and bracelets, like Johnny Depp in Pirates of the Caribbean, and spoke in riddles, like Johnny Depp in Charlie and the Chocolate Factory. He had a tattoo of a scorpion on his right shoulder. He was, of course, a regular at Burning Man.





Chapter Three



Doula for Creation


Brock Pierce was at seemingly every crypto convention, but I’d had a hard time getting his undivided attention. I figured that Tether’s co-founder would know whether the company really had those billions of dollars in reserves. At least he would be able to give me a clue. While I was at Bitcoin 2021 in Miami, I texted with two of his assistants, but neither could tell me when Pierce would have time for a sit-down interview. At the next crypto convention I went to—also in Miami, of course—I heard Pierce was throwing a party at a mansion. This time, when I texted Pierce’s chief of staff, he told me to head on over.


At the conference, I’d been talking with a young Bitcoiner named Dev, and he offered me a ride. He wore hexagonal sunglasses and a leather trench coat. One of his fingers was sheathed by metal, making it look like a dragon claw and him like a huge nerd. He was visiting from New York and seemed happy to find a potential friend.


In his Mercedes convertible, Dev lit a cigarette and told me he’d gotten into Bitcoin in high school, back when a coin only cost one dollar, to order drugs from Silk Road. He’d order cocaine in bulk, pay in Bitcoin, and have it shipped to his parents’ house in the Bronx. He was eager to show off. As we sped past a golf course, he revved his engine and filmed a video for his Instagram. I told him I thought the heyday of the dark web was behind us.


“No, it’s real. It’s huge. You do any drugs?” he said.


I told him I didn’t but I didn’t mind if he did. At a stoplight, Dev pulled out a baggie of pink stuff he called “tusi”—which he said was cocaine for rich people—then scooped up a bit with his finger-claw and snorted it.
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