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PREFACE

When I bought bitcoin in 2013, the price was $125. Four years later, that same bitcoin was worth $20,000—a staggering 15,900 percent gain.

Swept up in the excitement, plenty of investors bought that same bitcoin at $20,000. A year later, the price had plummeted to $3,500—an equally staggering 83 percent loss.

Like the gold rush of the 1850s and the dot-com boom of the 1990s, investors in this world of “new money” are mining massive wealth, seemingly overnight. Great fortunes are built before breakfast, then lost along with lunch.

How can an ordinary investor build a fortune, without betting the farm?

Like you, I’m an ordinary investor. And I did bet the farm.

That’s the hilarious, harrowing story I’m about to tell you. I won big, then lost big, then . . . well, you’ll see. It’s an adrenaline-fueled roller-coaster ride, full of colorful characters straight out of central casting—a strangely addictive story you’ll want to read cover to cover. Maybe in a single sitting!

Along the way, you’ll learn about bitcoin, the underlying technology called blockchain, and a strategy for making responsible investing decisions with this new money: how to build a fortune without betting the farm.

I’m an ordinary investor, not a financial adviser, so it’s important to read the entire story—both the stomach-churning risks and the money-earning rewards—before you make your own decisions. Do your homework. Think for yourself. And never invest more than you are willing to lose.

I was willing to lose a lot—and I did. But I gained something priceless: the knowledge I’m about to share with you. Use it well.

Health, wealth, and happiness,

Sir John Hargrave



PART 1
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THE BEGINNING
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CHAPTER 1

How I Became a Dot-com Millionaire

“I got you a surprise.”

The year was 1995, and my wife, Jade, and I were standing outside the technology media company where I worked. A black stretch limo, sleek as a hot buttered dolphin, rounded the corner and drove up to us.

I laughed and squeezed her hand. “This is the best birthday ever.”

“It gets better,” she promised.

Sticking his head out the sunroof, my coworker Ned yelled, “Wooo! Happy thirtieth birthday!”

The limousine doors opened, and out spilled a raucous group of friends and coworkers, young technology professionals riding high on the dot-com bubble.

“This is really something else,” I observed as Jade and I climbed into the limo. Our company had recently gone public on the New York Stock Exchange, and everyone was celebrating: party hats, champagne . . . There was a platter of oysters perched precariously on a seat, and when my friend and coworker Genevieve climbed in, she accidentally sat on them.

“Gen sat on the oysters!” Chris shouted, and everyone erupted in howls, including Gen.

“Have some shrimp!” Chris shouted, throwing a shrimp at me. “And a boilermaker!” He handed me a drink.

“What’s a boilermaker?” I asked.

“Beer with a shot of whiskey!” Chris responded cheerfully. “Boilermakers for everyone!” He stuck his head out the sunroof as the limo pulled out. “Boilermakers for Boston!” He grabbed a handful of shrimp and tossed them at an innocent pedestrian. The limo erupted in laughter.

“A drive-by shrimping!” Gen laughed.

“This will end badly,” I predicted, taking a big swig. It tasted like jet fuel and hops. “Where are we going?”

“That’s the best part.” Jade’s eyes sparkled. “You know how you’ve always wanted to see that comedy hypnotist?”

“Get out,” I said. “The one who gets you onstage and makes you think you’re a donkey?”

“That’s the one.”

“You are the most thoughtful wife ever.” I squeezed her thigh.

“Hey, what’s our stock price?” Ned asked.

“Closed just above $19,” Gen replied, dabbing at the cocktail sauce on her dress with a handful of napkins.

There was a brief silence as everyone calculated the value of their stock options while pretending not to. I did some quick mental math and had one of the greatest shocks of my life.

I was a millionaire.

True, it was just on paper; I didn’t have a million dollars in cash. I had stock options worth a million dollars. That meant if I stayed with the company another year and the stock price stayed at $19, I could then sell the stock, making a million dollars in the trade.

Who cared? Technically, I was a millionaire. On my thirtieth birthday!

No one knew how many stock options everyone else held, so we had to keep all this to ourselves. Suddenly a dam exploded, and the limo erupted in cheers. “Woo-hoo!” yelled Chris, lighting up a Roman candle and firing it out the sunroof. FOOM.

“What are you doing?!” Genevieve laughed. FOOM.

“Hey!” The limo driver pounded on the glass partition. “You have to stop that.” FOOM.

I looked over at Jade. I knew she had already made the same calculations, probably figuring in tax and depreciation. She had also mentally run several what-if scenarios with best-case, worst-case, and likely-case stock prices in a year, when we could cash out. We shared a kiss.

“Get a limo, you two!” Chris shouted now, then stuck his head out the window. “Limos for everyone!”

Maybe it was the boilermaker kicking in, but the scene suddenly seemed surreal. I had grown up in a middle-class neighborhood in Ohio, then moved to Boston to become a comedy writer. I wasn’t born into wealth or privilege; my trust fund was a Honda Civic. Now I was a millionaire riding in a limo?

Head spinning, I tried to reverse engineer how this had happened.

[image: images] True, I had worked like crazy since graduating college five years earlier. But this seemed too good, like something you’d see in the opening chapter of a book. I looked around, wondering if we were already at the comedy hypnotist and I was dreaming the entire scene.

[image: images] When the Internet happened, it was the right place and the right time. I had landed a job with a media company that published computer magazines like PC Magazine and Computer Shopper. (For younger readers, magazines were stacks of colored paper that were sold in things called bookstores.)

[image: images] We understood this stuff. The company was one of the first to start publishing its articles online, so we were well-positioned when Internet companies started taking over Wall Street. We were not only reporting on dot-coms; we had also built one of the biggest dot-coms. We were dot-com double dipping.

[image: images] I was also following my passion: the Internet was so intellectually fascinating, so technologically seductive, that I couldn’t stop playing with it. I wanted to share it. So I fused my comedy writing with my love of technology to become a comedy-tech writer, explaining the Internet in a way that was simple and fun.

[image: images] Finally, there was an element of luck—but not as much as you might think. (See the chart below.)


How to Become an Internet Millionaire
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95 percent of this you can learn in this book.



“My friends,” I said, raising my half-drained boilermaker, “it is a privilege to share my thirtieth birthday with you, the people I love so much, doing the job I love so much, with the wife”—I looked at Jade, her eyes shining—“with the wife I love so much. A toast to health, wealth, and happiness.”

“Hear, hear!” shouted everyone in the limousine, and someone cranked up Madonna’s “Ray of Light.”

“Of all the decisions I’ve made,” I whispered to Jade, “the best one was marrying you.” I drained my boilermaker and leaned back with my arm around the love of my life. Nerds were cool, the Internet was hot, and new media was the new black. Surely, I thought, this is the greatest time to be alive.



The comedy hypnotist wasn’t that funny and he didn’t hypnotize me. He did bring me up onstage as one of several volunteers, but then I tried to steal the microphone from him so I could hypnotize the audience myself.

“You are all getting sleepy!” I slurred as the hypnotist tried to wrestle control of the mic. I grabbed it from him, and he chased me as I weaved my way through the other volunteers, who legitimately thought they were donkeys. “Hee-haw,” I said, lightly touching each one on the head as I ran by. “Hee-haw. Hee-haw.”

A bouncer jumped onto the stage and pulled me down, and I landed on the opening band’s drum kit. A cymbal crashed on my head.

“On behalf of the boilermakers,” Chris whispered to Jade, who had her head buried in her hands, “I’d like to apologize.”

A few months later, and reminiscent of that cymbal, the entire stock market came crashing down. The dot-com bubble burst, taking the world economy with it. Jade and I went from being millionaires back to being thousandaires. Eventually we lost all our money.

Then we got it all back again, with a new technology called blockchain.

This book is the story of that journey from riches to rags to riches again. I’m sharing it with you because I want you to become rich while hopefully avoiding the rags. Wealth is not a zero-sum game. There is limitless abundance for all, enough for everyone on earth—and blockchain will help us share that wealth.

You don’t need any special powers to understand blockchain. All you need is a love of learning. This you already have: it’s why you’re reading this story! So be a learning sponge, soak up knowledge, and quench your thirst.

I thought the dot-com days were the greatest time to be alive. I never thought I’d be lucky enough to see that kind of excitement and energy a second time. If anything, blockchain is even better.

Here’s the story of how I ended up on the front line of the Blockchain Revolution.



CHAPTER 2

Meeting with the Master

The thing I remember most about Martin’s home office was the fish tank.

It wasn’t the rich mahogany desk, the bowl of imported Chinese candies, the bookshelves cluttered with photos of Martin posing with various tech CEOs. It was that amazing fish tank, which looked like it was airlifted out of SeaWorld.

“Martin, you’d give the New England Aquarium a run for its money,” I said, admiring the coral reefs teeming with angelfish. I was simultaneously captivated by Martin’s fish and by the reflection of Martin’s frizzy hair. It was a high-humidity day.

He chuckled. “The only secret to owning an aquarium like this is to have a good fish guy.” He punctuated each word with a jab of his finger. “The fish guy does all the work. I just enjoy it.”

Of course Martin had a fish guy. His first career was as a successful tech executive, the guy they’d bring in to turn around troubled companies. Then he “retired” into a second career as an entrepreneurial adviser and early-stage investor. In the Boston startup scene, all roads ran through Martin.

“Down to business.” Martin motioned to the two leather chairs, and we sat down. He was dressed in the traditional tech investor uniform—Patagonia vest and jeans—but that frizz! I guess his hair was his trademark: mildly eccentric millionaire. Good branding.

I pulled out my laptop and loaded up a PowerPoint slide. “The good news is, our company, Media Shower, is wrapping up the year with 25 percent growth over last year.”

“Okay. Just 25 percent?”

“Well, that’s also the bad news.”

He paused.

“Hockey stick growth,” he said. “Investors want to see up and to the right.”

“Remember that we’ve built this business ourselves. Sweat equity and savings. Jade and I work our asses off. Sixty-hour weeks. Five years? Ten years? I’ve lost track.”

“And how big are we?”

“Two million in annual revenue.”

“Not bad for a mom-and-pop business.” I winced as he said that. “And how big do we want to grow?”

“A billion dollars.”

“Right. So again”—Martin put his hand up at a forty-five-degree angle—“hockey stick.”

“Check this out.” I pulled out my Moleskine notebook and opened it up.

“That’s my daily affirmation.” I flipped through page after page. “That’s my mind hack.”

“Well, you’re 0.2 percent of the way there.”

“It’s what a billion dollars represents. I want this company to make a dent in the universe.”

“You want to be the next Steve Jobs.”

“Well, the position did recently open up.”
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“Okay.” Martin took all this calmly. “Let me try to trace the path. You started out doing comedy, right?”

“I’m sorry it wasn’t Harvard,” I said. “But I did go back for my MBA.”

“That was before or after you were fired?”

“Which time?”

“There was more than one firing?”

I shrugged. “Some people were born to be leaders, not followers.”

“So from comedy to MBA, and now you’ve built this little Internet agency.” The word “little” was a Brillo pad on an open ego. “How many clients now?”

“Our agency,” I bristled, “has over a hundred clients. A dozen full-time employees. A hundred freelancers.”

“All right. Well, technology investors are looking for the next Facebook. They want a unicorn.”

“What’s a unicorn?” It was the first time I had heard the term outside of a fairy tale.

“A billion-dollar company.”

“Unicorns aren’t real,” I pointed out.

Martin reached for an imported candy and unwrapped it thoughtfully. He popped it in his mouth.

“Unicorns are a myth,” I added, pressing the point.

“I’m thinking how we get you from two million to a billion. You’ve pivoted so many times.”

“You know who else pivots?” I shot back. “Nature. Constantly trying new things. Only we call it ‘evolution.’ ”

Martin raised his eyebrows and tilted his head as if thinking, Point taken. “There’s nothing wrong with this path you’re on. But if you really want to take it to the next level, you’ve got to evolve faster. How many Internet agencies are there?”

“I don’t know. Infinity.” I threw up my hands. “It’s cutthroat.”

“That’s because all agencies are the same. You’re all selling salt. Might come in a fancier box, but it’s still salt.” These words stung, but this was why I was paying him.

The fish tank hummed as Martin sucked on his candy. The afternoon sunlight caught his hair in a kind of frizzy halo.

“If you want to build wealth,” he said, “you’ve got to zig when everyone else is zagging.”

“Zag when everyone else is zigging,” I recited automatically.

“Good. Now, there’s got to be something in your business that holds special promise.”

“We’ve been down this road, Martin.”

“Then what’s intellectually interesting to you? Sometimes you can follow your passion.”

“Blockchain,” I blurted out.

“What’s blockchain?”

“You’ve heard of bitcoin?” I asked.

“Sure. It’s like electronic money. They use it to buy drugs on the dark web.”

“Really, Martin? One of the greatest technological achievements of our time, and you reduce it to drug money? It is so much more than that.” I opened my Moleskine notebook again and sketched out:
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“Here’s the Internet,” I explained. “Think of the Internet as a platform upon which we build websites like Google. But how does the Internet actually work? I’ve been working on the Internet my entire life, and I still think it’s powered by hamsters.”

“You don’t need to know how an engine works to drive a car.”

“Right.” I pointed at him. “Now think of blockchain as a platform, like the Internet. It’s the underlying technology behind bitcoin, and I think it’s going to be huge.”

“Why?”

“Have you seen the price of bitcoin lately?”

My adviser shook his head.

“It’s over $100, Martin! There are people who bought bitcoin when it was a dollar. Imagine buying $10,000 worth of bitcoin a couple of years ago. That would be worth $10 million today!”

“One million,” Martin corrected me.

My face turned red. “Point is,” I stammered, “there’s something here. We picked up a huge new banking client and they’re having us write a whole series about blockchain.” I told him the name of the banking client.

He whistled. “That’s a feather in your cap.”

“This is a big opportunity, Martin. I am ready to go big or go home.”

“Well, let’s hope we go big.” Martin smiled. “I’d hate for you to have to go home.”

“But if we have to go home”—I smiled back—“isn’t that partially a reflection on you, my adviser?”

An automatic timer switched off, and the aquarium went dark. That fish guy was good.



CHAPTER 3

The Epic Origin Story

“Would you look at that. Humans still work here.”

Jade and I were seated in the lobby of our local bank, watching a couple of glassy-eyed tellers manage the line of lunchtime customers like a snake slowly digesting field mice. I had opened an account here in college; ten bank mergers later, they held our personal and business accounts, home mortgage, and line of credit.

“Yes,” my wife responded sweetly, “and I stand in that line each week to talk to the humans.”

“And I appreciate it. That would drive me crazy.”

“Some of us have to deposit the checks from our clients,” she replied, checking her phone, “so others can go wining and dining our clients.”

“Just dining,” I corrected her. “Haven’t done any wining in eight years.”

“You were whining just this morning. About not having time to meditate.”

“Meditation is the reason I haven’t been wining.”

“The kids need an early pickup today,” she said, looking at her screen.

“I don’t even enjoy the dining,” I confessed. “It feels so phony. Pay us a lot of money and we’ll take you out to a nice dinner. Why don’t we charge them less, they take themselves out to dinner, and we eliminate the middleman?”

I rested my hand on her knee. She crossed her other leg over it, making a hand sandwich.

A cheerful Irish brogue startled us both. “Well, John Hargrave, as I live and breathe!”

“Oh, my Lord,” I gasped. “I thought I was being attacked by a leprechaun.”

The banking associate laughed. He was wearing a bright green tie, a tweed coat, and khaki pants that were a size too big. “Good to see you. Outside the health club, I mean.”

“Good to see you, Sean,” I laughed. “You remember my wife, Jade.”

“It is a pleasure,” said Sean, shaking her hand. “May I offer you a delicious lollipop?” He motioned to a bowl of bank candy. “Four delicious flavors.”

“Please say ‘pink hearts, yellow moons, orange stars, and green clovers,’ ” I begged.

“And blue diamonds!” he added. “Come on in; have a seat.”

“This is like a throwback, talking with a banking associate,” I said, pulling out a stack of paper. “I thought this went away with ATMs and electronic checking. Humans are expensive. Machines work for oil.”

“Well, don’t tell that to my boss,” Sean deadpanned. “He’s a robot.” He made a drinky-drink motion. “Little problem with the oil.”

“Here’s the deal, Sean.” I pushed the papers across his desk. “We need to make a wire transfer to Belarus.”

“What the blazes is in Belarus?”

“I’m buying something called bitcoin.”

“What the blazes is bitcoin?”

“You haven’t heard of it?”

Sean shook his head, looking over the wire transfer instructions.

“It’s like a new type of digital money.”

“Please don’t get him started,” Jade pleaded.

“And it is the most epic origin story of all time.”


How Bitcoin Began

It really is better than any superhero origin story, because it’s completely true. This origin story really happened. In this world!

In 2008 a mysterious figure named Satoshi Nakamoto published an online paper titled “Bitcoin: A Peer-to-Peer Electronic Cash System.” In it, he outlined his vision for a new type of electronic money. Imagine a world where sending money to other people would be as easy as sending email.

Electronic money had been tried in the past, but it usually failed because it’s easy to copy things on the Internet: sound files, videos, classified government documents. Satoshi’s idea was to marry together a few new technologies—cryptography, peer-to-peer file sharing, and blockchain—to make digital cash that was trustworthy and secure.

He called it bitcoin.
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Bitcoin: the most well-known blockchain project, a kind of “digital money” that lets people send money as easily as sending email.



No one knew who Satoshi was, but since it was the Internet, no one really cared. Over the next two years he built out the technology for bitcoin, attracting a small core of programmers who helped him test, develop, and refine it. In return for their work on the project, they were rewarded with small amounts of bitcoin, which at the time were worth nothing except bragging rights.

No one ever met Satoshi, because he communicated only through online forums and email. Meanwhile, the bitcoin network began to grow in size and power. Like the Internet, bitcoin ran on a shared network of computers, and “miners” who contributed computing power to the network were rewarded with small amounts of bitcoin, which were still worth nothing except bragging rights.

This created a virtuous circle: now miners were being “paid” in bitcoin, which created an incentive to contribute more computing power, because what if this bitcoin became worth something someday?

Satoshi worked tirelessly behind the scenes, fixing bugs, suggesting improvements, herding the cats. But no one ever met him face-to-face. Things grew even more mysterious in 2010, when Satoshi began transferring over all the source code to his developers.

And then he disappeared.

He left behind several personal accounts containing at least one million bitcoin,1 which seven years later would be worth over 19 billion dollars. And he never came back to claim it.

Who does that? Who creates a world-changing technology, then disappears, leaving behind a fortune?

The nature of bitcoin is that people can see what’s in his account—like a transparent bank vault—but no one can touch it without his permission. The nature of bitcoin is also that no bank “holds” bitcoin, so Satoshi can stay safely anonymous. His unclaimed fortune is still out there, frozen in time.

Bitcoin fanatics have driven themselves crazy trying to track down the identity of Satoshi. Everyone from conspiracy theorists to linguistic analysts have pored over every message he ever sent, trying to determine his nationality or even just his time zone.

Newsweek thought it had a scoop in 2014 when it found a guy living in California named Dorian Satoshi Nakamoto. (He denied it.) Even the world’s top investigative journalists don’t have a clue. Maybe Satoshi is actually a woman. Or a group. Or a government. Or aliens! No one knows for sure.

Bitcoin was the “big bang” event that started the Blockchain Revolution. Satoshi may have disappeared, but his creation is taking over the planet.
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Sean was checking over our wire transfer paperwork as I concluded my story. “Interesting,” he murmured distractedly.

“Think about the arc of our lives, Sean, from paper to digital,” I suggested. “Do you remember sending paper mail? It took three days to deliver. Now we just use email. Do you remember paper maps? It took three people to hold one open. Now we just use Google Maps.”

“All right, that’s in order, then,” Sean said, straightening the pile of papers. “It’ll take three days to arrive in Belarus.”

I blinked. “Are you snail mailing it?”

“No, that’s an international wire transfer. Takes three days. How would you like to pay for it?”

“How much is it?”

“Thirty-five dollars.”

“To send money to someone?” I clarified.

“To Belarus, yeah.”

“Do you see what I mean, Sean? Bitcoin is going to disrupt all of this.” I gestured around. “We’re going to send money instantly, anywhere in the world, without banks. You should brush up your résumé.”

“Maybe so”—Sean smiled—“but in the meantime, how would you like to pay for your wire transfer?”

“I’ll use this outdated paper money,” I muttered, pulling out my wallet.

“Do you know what you’re doing?” he asked, looking again at the amount we were going to wire to Belarus, sight unseen. To my wife: “Does he know what he’s doing?”

“Do you know what you’re doing?” Jade asked me for the hundredth time.

“Look, worst case, I’m prepared to lose it all,” I told them. “This is my mad money. If I wasn’t spending it on this, I’d be buying stock in Google.”
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KYC/AML: “Know Your Customer” and “Anti–Money Laundering” laws require that money transmitters have proof their customers are real people, usually by requiring photo identification.

Expect to provide ID when buying bitcoin or other digital investments.



“And you’re sending them your driver’s license?” Sean tapped on the photocopy. “Who are these people?”

“I don’t know exactly,” I confessed. “But I did my research, and this is the place to buy bitcoin. They need my driver’s license to confirm it’s really me. KFC laws.”

“KYC laws,” Sean corrected me. “KFC is a chicken restaurant.”

“We’re new at this,” Jade explained.

“All right.” Sean shook his head. “Let me get this in progress.” He walked off.

Truth is, I was acting braver than I felt. Today buying bitcoin is easy, thanks to user-friendly services like Coinbase.com. Back then I had no assurance that I would ever see that money again.

“So what are we buying again?” Jade asked, to break the silence.

“Bitcoin. Digital currency. Think of it like a stock, if that’s easier. We can always sell it back for cash if we need to.”

“But the price will fluctuate, like a stock,” she countered. “We could end up losing money.”

“Or making money.”

“It just helps to have that cash on hand. We’re running a little tight this month. Our new banking client has been slow to pay.”

Sean breezed back. “Done!” he said, handing me a receipt for the wire transfer.

“Hey, Sean,” Jade said, switching the subject, “guess who’s our new client?”

“Who?”

“Your bank!”

“What, our branch?”

“No,” I laughed. “It’s another division. Same bank.”

“That’s fantastic,” he said. “You doing agency work for us, then?”

“A little project, yeah. But big for us. Writing about new banking technologies.”

“They have been slow to pay, though,” Jade offered.

“Nothing I can do for you there.” Sean put out his hands. “Above my pay grade.”

“No, I’m asking if you can increase our line of credit,” she explained. “Helps us when clients are slow to pay.”

“We can put in a request,” he replied. “It is a fairly lengthy process, though.”

“Longer than three days?” I interjected.

“We’ve been through it before,” Jade said. “I’ll take care of the paperwork.”

“Sounds great. Look for it in your email.” Sean stood up to shake our hands. “And good luck with that bitcon.”

“Bitcoin,” I corrected him.

Then I went home to wait three unendurable days—to see if I had bought bitcoin, or if I had been bit-conned.



CHAPTER 4

The Accountant Monk

Poker Night was usually held at Kirk’s house. Of the four of us, he was the bachelor.

My friend had an obsession with J. R. R. Tolkien, so his house was filled with Lord of the Rings paraphernalia, like the exquisite hand-drawn map of Middle-earth that covered a wall, and the shiny hobbit sword that hung over the fireplace. This was not a movie prop; this was a legit sword.

“Have you ever slain a goblin?” I asked him, touching its razor-sharp tip.

“Just an orc,” he replied, handing me a can of seltzer. I toasted his beer. Kirk looked a little like a hobbit: he was one of my few friends who were shorter than me. He was also the spitting image of CNBC’s Jim Cramer—though a kinder and gentler version.

“I just finished rereading The Lord of the Rings with my kids,” I said. “That is some epic journey.”

“Hmm?” Kirk was hard of hearing, a trait he had inherited from his mother. I was never sure how much he was getting, and how much he was missing.

“You guys in?” asked Ben. He was dealing out poker chips at Kirk’s circular Vegas-style poker table. If Kirk was the hobbit, Ben was the stoic elf, and Evan was the swarthy Greek dwarf.

I sat down and threw a twenty-dollar bill on the table.

“Big spender,” Ben remarked.

“Gentlemen, I am feeling generous. Tonight I am the proud owner of bitcoin.”

“Oh, yeah,” Evan said, shuffling the deck. “I read about bitcoin when I was getting my MBA at Wharton. It’s really interesting. Like electronic cash, but it’s peer-to-peer.”

“No banks,” I confirmed. “No government. The people own the money. Ben, that should appeal to your libertarian streak. I’ll bet five.”

Kirk called.

“Fold,” Ben said, turning over his cards. “So what can you buy with it?”

“Well, you can’t really buy anything yet.”

“So it’s electronic cash that you can’t actually use as cash.” Ben had a kind of knowing half smile that could be either charming or intimidating or both.

“I’m looking at it more as an investment,” I responded. “Which should appeal to your investor streak.”

“Sounds more like speculation than an investment.”

“I’ll fold,” Evan said. “How many cards?”

“Give me two,” I replied. Kirk also took two, and I watched him carefully. He didn’t look happy, so I raised. “Five to stay in.”

Kirk hesitated. “Fold.” I scooped up my winnings.

“So what do you actually have?” Ben asked. “When I buy stocks, I get a stock certificate. Do you get a receipt or something?”

I shuffled the deck. “I have a public key and a private key.”

“Like a physical key?” asked Kirk.

“No, a long string of text and numbers. Like an email address.” I dealt cards as I spoke. “I can share my public key with anyone, like an email address. But I’m the only one with access to the private key. Like a password.”

“What if you lose the private key?” Ben asked, knocking on the table.

“Then you lose it all.” I turned to Kirk with my best Ian McKellen impersonation. “So keep it secret. Keep it safe.”

Evan knocked. The bet was to me, and I sat for a moment, riffling my Vegas-style poker chips. They made a satisfying chick-chick-chick. The odds were good that I could walk away with the pot, even though I only had a king. But maybe Ben was also bluffing? Chick-chick-chick.

“Could you not do that?” Kirk asked. “It kills the hearing aid.”

“Sorry. I’ll bet twenty.” I pushed in a stack of chips.

“I’m out.” Kirk threw away his cards.

Ben scanned my face with that knowing half smile. “I’ll call your twenty.” He pushed in a fat stack of chips.

“Thanks for keeping him honest.” Evan threw in his cards.

“King high.” I put my cards in the middle of the table.

“Ace high,” Ben responded calmly, showing his hand and gathering his winnings. “And the return of the king,” he said, giving my cards back to me.

“It uses decentralized ledger technology,” said Evan.

“Teach the schoolteacher over here,” Kirk said as he cut the cards. “Decentralized ledger technology?”

“Have you ever heard of the Accountant Monk?” asked Evan.

“Do tell.”



A Gift from God

Luca Pacioli was a sixteenth-century Franciscan monk who was also a genius mathematician. He hung out with Leonardo da Vinci, developed a method for teaching algebra that was easy and accessible—and, in his spare time, invented accounting.

The Accountant Monk was also a professional simplifier. Accounting had been used for hundreds of years, but Pacioli literally wrote the manual. He preached the gospel of accounting, and the other gospel as well.

Pacioli invented the idea of double-entry bookkeeping: credits on one side, debts on the other. This not only allowed us to keep count of who owed what, but it ushered in a new age of prosperity and our modern financial system. It was a monumental mathematical achievement.
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Pacioli also invented the concept of an accounting ledger. You use one every time you balance your checkbook or view your online banking account. To Pacioli, a balanced checkbook was a “moral obligation,”2 and clean books were reflective of a clean soul.

If the love of money is the root of all evil, Pacioli reasoned, then proper accounting is the root of all good. The proper allocation of value—to the places where it belongs—is how all human goodness takes root and flourishes (just as his ideas are taking root and flourishing even now in your mind).

Over the years, the accounting ledger stayed centralized, meaning it was owned by a person (like an accountant) or an institution (like a bank). This works fine if you have the Accountant Monk doing your bookkeeping, but not all accountants are saints.
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Centralized: any system that is owned or controlled by a central institution (a company, government, etc.). Most present-day human institutions are centralized.



In fact, many of the financial meltdowns we have experienced in recent times—from the Enron disaster of 2001 to the collapse of the global economy in 2008—stemmed from deceptive accounting and a lack of financial transparency. We trust accountants and auditors to tell us the truth, but who’s auditing the auditors?

I can’t speak for Pacioli, but since he’s dead, I will. The Accountant Monk is tired of all these corrupted companies cooking the books. He wants an upgrade.

Let’s call it the Great Checkbook in the Sky.

Accounting ledgers keep track of credits and debits, inflows and outflows of money. The blockchain is just putting those accounting ledgers online so the public can verify they’re accurate. It’s like open-source data.

That paragraph is the key to understanding blockchain.

With a blockchain-based currency like bitcoin, everyone can see every transaction that’s been made—every bitcoin bought or sold—since the beginning of the chain. Because it’s open for everyone to see, everyone can verify that the ledger is correct. Safe, honest, and clean.
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Distributed ledger: like a shared checkbook, or a giant spreadsheet, open to the world. This Great Checkbook in the Sky is the heart of blockchain.



We’re describing a distributed ledger, meaning that, instead of a huge paper ledger sitting on an accountant’s desk, the ledger is distributed across many hundreds or millions of users across the Internet. It’s like a giant checkbook that we all balance together.

[image: images]



“You’re like a human Wikipedia,” Kirk told Evan after he finished his tale.

“So imagine these tokens are my bitcoin,” Evan continued, gesturing to his pile of poker chips. “I can send five to you, five to Ben, five to John.” He pushed piles to each of us. “This is all stored on the ledger like a giant checkbook. But no one owns the checkbook. It’s open for everyone to see. Open-source money.”

“So where does the checkbook live?” Kirk asked.

“It’s distributed among millions of computers,” I said, fishing for an analogy. “Remember when we used to have LAN parties?”

“Sure. Local Area Networks. Those were the best.”

“Everyone would hook up their computers and play a game together. Who owned that network? No one owned it. We all just connected our computers together. Blockchain is like that. The checkbook is shared across all those computers, like a network.”
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“What if we disagree?” Kirk asked. “Evan says he gave us five tokens but we only got four.”

“That’s the beauty of the system,” I answered. “It’s called consensus. The system is designed so that the majority rules.”

“Five-card stud,” Kirk announced. “Read ’em and weep.” He dealt out five cards to each of us.
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Consensus: the way that people agree on what’s stored on the blockchain. There are different methods of achieving consensus, which we’ll discuss later.



“So how much is your bitcoin worth?” Ben asked, chewing a carrot.

“It’s at $135!” I beamed. “I bought it at $125. Do you know how much I’ve already made on this investment?”

“IBM is an investment. Apple is an investment,” said Ben, looking at his cards. “Bitcoin is not an investment. And neither is this.” He pushed in a pile of chips. “It’s a gamble.”

“Twenty?” Evan said. “I’m out.”

I observed Ben closely, but he was a total enigma. I was holding a pair of kings.

“I see your twenty and raise you twenty,” I responded coolly.

“You boys have fun,” Kirk said, throwing away his hand.

Ben didn’t hesitate. “All in.” He pushed in his entire stack of chips.

“Then I’m all in, too,” I said. “And since my ‘all in’ is less than your ‘all in,’ I will also throw in this coffee card.”

“Here we go,” said Kirk.

“This coffee card has nine punches,” Evan pointed out to Ben. “The tenth coffee’s free.”

“Well, I see your coffee card, and raise it by a Fitbit Flex,” Ben said, taking off his fitness band. “The first fitness tracker worn on the wrist.”

“Mmm.” I scanned the room. “Well, I see your so-called Fitbit, and raise you”—I ran to Kirk’s fireplace and pulled the sword from its decorative holder—“this hobbit sword!” I waved it clumsily around my head.

“Be careful with Sting!” cried Kirk.

“You! Shall! Not! Pass!” I taunted Ben, thrusting the sword down in front of me.

“Watch the table!” Kirk yelled.

I threw the sword on the poker table with a dramatic thud.

“Come on, let’s get this moving,” Evan said, eating a corn chip. “What do you have?”

“Pair of kings.” I turned them over.

The half smile never left Ben’s face. “Too bad.” He turned over an ace.

“Ace high? Ace high! Ha-ha! Return of the kings!” I reached for my winnings.

Then he turned over a second ace.

“Not an investment,” Ben repeated as he raked in the pot. “A gamble.”

Kirk glared at me. “You owe me a sword.”



CHAPTER 5

It’s Raining Money

The Las Vegas Convention Center is so vast that you need to make up new words to describe it, like “hunormgous” or “gigantitanic.” It is so colossal that it can actually rain inside the building. Today it was raining dollar bills.

It was probably only a couple of hundred bucks, but that looks like a lot when they’re all floating down from the ceiling. I’m sure the organizers of this stunt imagined a mob of hungry convention-goers chasing the money—real money!—amid a riot of publicity.

Instead, there were only a half dozen attendees, looking confused.

A guy in a bright red mascot costume bounced onto the scene, scooping money off the floor and showering it back over the attendees, giving them a second chance. Most mascots smile; this one was angry. It looked like a hemorrhoid.

“Well.” I looked at Pete. “This is officially the worst trade show ever.”

For years we had been coming to this marketing convention, which once consumed the entire South Hall of the convention center. Now it was a sad shadow of its former self.

“Not exactly the turnout they promised,” Pete agreed, “but we only need to close one deal to pay for the booth.” He was the eternal optimist, exactly what you want in your VP of sales.

A few attendees were gamely picking up some lunch money from the floor, but the employees were scooping up the rest.

“How many leads we got in the spreadsheet so far?”

“Twelve,” Pete said.

“Oof.”

Pete peered at his laptop over his glasses. The Excel sheet was set to a zoom level of 3,000 percent. There were, like, two cells on the screen.

“Two or three highs, one medium, the rest are low probability.”

I sighed. “At least we didn’t pay for a mascot.”

Pete laughed. “That thing looks like a zit.”

The mascot, clearly frustrated, was now trying to literally pull people into the booth. Dejected, it threw up its oversized hands in frustration.

Now Pete was chortling. He took off his glasses and wiped his eyes. “Come on, that mascot is worth the price of admission.”

That’s because you’re not paying for it, I thought.

“Speaking of price, where’s our bitcoin today?”

Now my mood brightened. “Dude, it’s almost at $1,000.”

“A thousand dollars per bitcoin!” Pete shook his head. “Have I thanked you yet?”

“I just told you about it,” I retorted. “You made the decision.”

“You going to cash out?”

“It’s tempting,” I confessed. “When it hits $1,000, I’ll probably sell some, reinvest it in Apple.”

The aisle of the trade show was empty, so it gave the two of us plenty of time to talk. “A thousand dollars!” Pete repeated. “Can you imagine buying Apple stock at $100, then having it be worth $1,000 in just a couple of years? How high do you think this can go?”

“That’s the $100,000 question.” I was getting hungry from standing all day. “You know about the $10 million pizzas, right?” Then I launched into the story.



The $10,000,000 Pizzas

The year is 2010. Satoshi is still involved, and his bitcoin community of geeks and freaks is starting to coalesce. It occurs to one of these early enthusiasts—a fellow named Laszlo Hanyecz—that if bitcoin is to be used as digital money, someone needs to use it to buy something in real life.

Fittingly for a computer hacker, he buys a couple of pizzas.

Laszlo posts a message to the early bitcoin forums, offering to buy two pizzas delivered to his home. Another bitcoin user, Jeremy Sturdivant, takes him up on the challenge, little suspecting the historic nature of that experiment.

As bitcoin had no set price, they settled on an arbitrary number: Laszlo would pay 10,000 BTC for the two pizzas.

Laszlo (the buyer) sends the bitcoin to Jeremy (the seller) as easily as sending an email.
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