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Cryptocurrencies and specifically bitcoin have been  “hot” topics for 

quite some time.  At a first glance you might argue that economics and 

cryptocurrencies are unrelated. When you think about cryptocurrencies 

you think about computer science and perhaps finance. However, cryp-

tocurrencies have more impact than most of us imagine. Cryptocurren-

cies are not only ideas of programmers or risky investment opportuni-

ties, cryptocurrencies are built on an important feature, namely block-

chain technology. This technology could change our entire monetary 

and banking system. 

 

Our first article by Arya Datta will explain blockchain in more detail as 

well as the basic principles and ideas of bitcoin. While, the article by 

Manual Silva, the role of central banks in cryptocurrencies, discusses 

how central bankers react on the characteristics of cryptocurrencies 

and, especially, of blockchain technology. Eduardo Marques explains 

the influence of bitcoin on fiat currencies in his article while Nuno 

Afonso’s article, Bitcoin and Value, discusses the value of bitcoin and 

bitcoin as investment opportunity. Finally, by adding an interview with 

finance Professor José Corrêa Guedes we include a financial experts 

opinion on cryptocurrencies and its influence on financial markets. 

 

We hope that reading our newsletter will provide with a new insights 

and perspectives on cryptocurrencies and his impact on economics. 

 

Thomar van Hees 

Director of Economics, CATÓLICA-LISBON Economics Club  
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in the one-off case of an emergency 
is now on the verge of extinction. 

 
The Blockchain 

Do you’ll remember FAX machines? 
where 2 people can send and receive 
real time information without the 
need of a third party, just like 
sending a mail without having to log 
on to Gmail or sending a picture 
without having to open WhatsApp. 
Well, that’s where blockchain comes 
into the picture, now imagine every 
person in the whole world using a 
fax machine where each human can 
connect with each other and in fact 
multiple people can connect with 
each other at the same time, without 
the need of a Vodafone or a 
WhatsApp. Well, that is exactly 
what the blockchain does but for 
purposes manifold, which are 
valuable to the interests of 
individuals as well as larger 
institutions. 

The different roles of Blockchain: 

1. As a Database: Blockchain 
is like a large record of financial 
transactions which are publicly 
displayed on the network of 
blockchain, which are available 
to everyone. Any edits and 
changes are recorded on a real-
time basis and this adds to the 
transparency provided by the 
blockchain. It can be considered 
as a Google document that is 
shared with several participants. 

 
2. As a source of 
transparency: Blockchain also 
plays the role of any Companies 
ledger, wherein any transaction 
made by such a company is 
recorded in real time and 
available to view and scrutinize 
by the public. So, no more water 
buffalo in the name of Wagyu at 
Jacks BBQ Grill. 

It’s 5 am and along with the rising 
birds, 5 men in a small warehouse 
call it a night. Had the water-
cooling system not disrupted the 
operations of the mine, the ongoing 
block would’ve been broadcasted by 
the night. “It is fine though, the 
new Antminer S9 will speed up 
things soon and we wouldn’t have 
to worry about blocks delayed 
because of other systems”, says one 
amongst the five. “You know we’re 
going to be super rich right, if only 
it is outside the reach of the devil.” 
“Well then, we better begin early 
tomorrow” (Sichuan, China) 

Let’s leave it to wonder how 
working in a mine and extracting 
some commodity would make these 
guys rich? For one, this isn’t a coal 
mine, where all a diligent employee 
achieves is dark, hard hands. These 
guys are mining what is known to 
the world as Bitcoins (BTC). 
Nowadays, anybody remotely 
connected to society has heard a lot 
about this Bitcoin thing floating 
around workplaces, restaurants, even 
homes, ever wondered why the fad? 

 
So, what’s the fuss about?   

Well, here’s the fuss - From being 
traded at a price of $0.39 in 2010, to 
its peaking point of $19,665.39 on 
16/12/2017, it gave Earth an 
opportunity to create a living out of 
scraps. Imagine a $100 investment in 
2009 yielding a return of $1.7Mn in 
less than a decade, how about a 
game of housie with identical 
tickets. Now given that a fool proof 
opportunity of doubling your wealth 
is the only reason our peers, 
colleagues, and every other human 
would fuss about. What is it that 
makes Bitcoin so powerful, which 
makes the common man rant about it 
every day without fail. Moreover, 
what could reverse this trend and 
send the world into yet another 
frenzy. 

Stepping back a little 

Bitcoins come under an infamous 
bracket of cryptocurrencies, 
enumerating several other coins that 
I might mention in the following 
article. These cryptocurrencies are 
used for a specific purpose that can 
be considered very robust as the 
world has provided enthusiasm and a 
means to convert these 
cryptocurrencies into dollar bills or 
Euros or any other currency to enjoy 
the luxuries of life. So, what is a 
cryptocurrency and why as socially 
aware readers one should give a hoot 
about it. 

Let’s begin with some examples, 
when you receive money from your 
parents, or send money to your 
college or a business partner, why do 
you always crosscheck whether the 
transaction has been completed or 
keep a copy of the invoice? 
Something more basic, when you 
had put in a vote for Trump or 
Clinton, could you ever tell with full 
confidence if your vote was ever 
considered and if it played a role in 
the election at all? Or wait, the 
scrumptious black pork pie that you 
ate at the diner for lunch today, are 
you certain it was from Alentejo as 
the diner claims? - We do realize 
from that it is very important to 
humans that they be informed about 
the activities they participate in 
daily. From the food we eat to the 
clothes we wear and the real-time 
whereabouts of money we earn. If 
only the farmers owned grocery 
stores, and every human a bank wire 
machine. 

These basic but essential difficulties 
in life brings us to the very premise 
of what Bitcoins and 
cryptocurrencies are a device of, 
The Blockchain technology. 
Rudimentary needs of integrity, 
transparency, durability, and user 
empowerment that has been left to 
chance, which induces helplessness 



business, investments, or human 
behaviour.  My keenness on sharing 
this enthusiasm with you is not about 
this crash or the hundred crashed to 
follow, but to make you all realize 
the power of having a true peer-to-
peer decentralized system. Yes, the 
blockchain invariably is the front 
runner to this and this isn’t nearly 
the beginning of what’s in store for 
our ill at ease earth. However, there 
are certain implications of creating 
such a system and nothing in the 
world really can be free from evil 
when its used for a purpose 
detrimental to the well-being of 
society. 

Now that we understand the working 
of the blockchain and how bitcoins 
are a medium used to validate and 
strengthen the system and is 
simultaneously also the currency to 
enjoy the benefits of the blockchain, 
one should also be aware of the 
possible risks associated with its 
growth, integration, acceptance, and 
viability. 

 

As we have figured it is far from 
easy to destroy cryptocurrencies as 
there is no central server, but many 
servers all connected via the nodes 
usually operated by miners. So 
where is the threat right? One might 
suggest tracking miners and 
abolishing them, which I can 
confidently claim will be in vain as 
miners are not responsible for 
helping bitcoins survive but in 
amplifying the security of the 
blockchain therefore, as miners get 
tracked and suspended new miners 
will arise and it will be an ever-
growing chain. However, there are 
certain ways, theoretically that can 
destroy Cryptocurrencies. 

1. A restrictive movement on a 
global scale: Governments all 
over the world restrict the 
contact points with regular 
money and make it very, very 
hard to exchange Bitcoins. 
Which would make it useless 
for transactions outside the 
network. 

 

3. As an institution: Ever 
imagined a bank, where each 
person’s details are available in 
the public to view, however, the 
money in it is in an intangible 
bulletproof glass box which is 
impenetrable. This is considered 
one of blockchains breakthrough 
invention. I can deposit, 
withdraw, send, and receive 
money on a public domain 
without the need of a Bank or 
any Government intervention 
and the details of the transaction 
is available to the required 
parties for scrutiny. Imagine 
hungry ever-growing institutions 
omitted from these financial 
processes whereas all the parties 
within the business transaction 
have the power to chaperone the 
transactions in real-time. This 
seems like a new way of life, 
well for the most part of it. 

 
 
So, let’s work towards integrating 
what we have read so far. We came 
across Bitcoins and then the term 
Blockchain, what do they mean to 
each other? So, just like car 
companies aim at making cars that 
are safer to drive while augmenting 
its speed and installing state of the 
art features, and architects look to 
build comfortable, safe, and good-
looking structures. The 5 men 
mentioned at the beginning of the 
article, are miners or hired 
specialists to improve the 
functioning of the blockchain 
technology. How do they improve it, 
well miners are not so much solving 
a math problem as they are spending 
a lot of effort making guesses until 
they guess correctly. 

To produce or mine a bitcoin, 
Miners use a special software tool to 
solve some typical mathematical 
problems. And in exchange of that, 
they are issued a certain number of 
bitcoins. The main idea is to create a 
new block which gets added to the 
existing blockchain. Each block 
contains a list of all the recent 
transactions happened within the 
bitcoin network.  And the blockchain 
is a ledger of every block created 

since the very beginning of the 
network. But mining is not as simple 
as it sounds. Adding a new block to 
the blockchain is never easy. A 
bitcoin miner needs to show the 
proof of work to create a new block. 
Now the question arises, what is this 
proof of work? A proof of work or 
POW is a hash below a target value 
that can be obtained by performing a 
certain amount of force work. A 
hash is a simple way to represent a 
large amount of data in a concise 
manner. The bitcoin uses a hashing 
algorithm to produce a number in 
hexadecimal format. The algorithm 
used by bitcoin is SHA-256 which 
produces a 256-bit long number in 
hexadecimal format. Finally, if this 
number is below a threshold value, 
then other miners and the system 
accepts the new block and it is added 
to the chain of blocks which is on its 
path of becoming the most 
immutable currency that is bitcoin to 
the most fool proof tech that is 
Blockchain. 

In Summary, Miners are those 
individuals or bodies responsible for 
verifying the legitimacy of the 
various transactions processed using 
bitcoins on the blockchain network, 
which are recorded and verified 
through the consensus of every such 
miner/individual with the goal of 
adding this set of records (block) to 
the chain thereby, creating a fool 
proof, secure, impenetrable network 
of data for conducting day to day 
electronic communication/
transaction. 

The Flipside 

I would like to start this section by 
quoting the famous George Bernard 
Shaw – “We are made wise not by 
the recollection of our past but by 
the responsibility of our future.” We 
are not new to words like crashes, 
recessions, bubbles, and we 
shouldn’t be surprised to be hearing 
such words associate itself with 
Bitcoins. Might I add that I bitcoin 
has already seen its worst crash so 
far, just this week and it doesn’t 
surprise any person remotely 
educated in the field of finance, 
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2. Malicious Hacking: You break the 
cryptography behind the Proof of Work 
algorithm. It’s a mathematically sound 
approach, as it’s mathematically possible 
but just very, very, very hard. In simple 
terms: You can fake the complete chain if 
you manage to re-create a new chain which 
is longer than the real chain, which is 
completely sound to all the mathematical 
constraints for blocks and transactions, in 
the time it takes the other miners to create 
the next valid block 
 

3. Bloating the Ledger: There is fear of 
people adding junk and spam onto the 
public ledgers thereby slowing the 
efficiency of the blockchain. As there are no 
restrictions in terms of what data u add onto 
the chain, there is freedom of irrelevant junk 
which should be avoided. There are still 
strategies being devised to keep these 
spammers at bay, however, nothing concrete 
has been thought of yet. Moreover, with 
high traffic of transactions and an overflow 
of data, The speed of processing such data 
has reduced considerably. Making the 
technology slow, while increasing the 
transaction price. These effects make the 
Blockchain an outdated form of achieving 
an efficient P2P platform.  

 “I believe that it's a big waste of resources 
to bloat a public ledger with information that's 
irrelevant to that specific ledgers purpose. If the 
ledger's purpose is to facilitate high-speed, 
transparent transactions online, then that should 
remain the sole purpose of that particular ledger.” 
-Jackson Palmer (Founder of Dogecoin) 

 
 Recently the bitcoin world saw a 
movement which induced fear to many, this was 
guided by both fraudulent activities and changes in 
the opinions of regulators but was controlled 
before the opinions of many could enter. Amongst 
several reasons, this has to do with certain Bitcoin 
pools - companies who pool power to amplify 
hashing processes, this in turn churns them more 
currency per unit time thereby giving them 
majority control. For example, This Bitcoin pool 
called Ghash owned 51% of all the worlds BTC 
for a brief period. Economically this might not 
make them the richest people in the world but the 
fear of a single body having the majority control 
could be a scary thought. 

 

 

Today, the world has seen development in 
various technologies that have given the 
Blockchain a run for its money. For 
example, the Tangle technology, which 
along with the same intention of creating a 
decentralized ledger system as a means of 
transaction, also ensures no transaction 
costs, no room for forks and is based on the 
structure of a Directed Acyclic Graph 
(DAG). It has a higher transaction per 
second than the blockchain system, and its 
Proof of Work is based on algorithmic 
systems more compatible for simpler 
domestic devices, thereby making it a 
leading player in the development of Device
-to-device communication in the world of 
Internet of Things (IoT). 

Honestly, I don’t know what’s in store for 
the world. It is a place where technological 
enforcement leads to ground-breaking 
discoveries, and along with the good it 
induces a fear of ill-usage that further makes 
man create regulators to maintain order, who 
then become hungry for control, and lastly, 
humans fall back on technology to stop 
mankind from vices like Greed. Innovation 
intensity has been the frontrunner of man’s 
purpose in achievement for decades now, but 
with it I can conclude that technological 
singularity will cease to be a myth soon. 

Arya Datta 

Arya Datta is an Indian 
national and a first year 
master student in Finance. 



 

Bitcoin, the first ever created 
decentralized cryptocurrency, came 
up in 2008 and since then has 
changed the way we see the banking 
system. This digital coin is 
characterised by being free of 
control of central banks, but is this 
good? How then someone can be 
sure that a transaction will be 
enforced? Well, here the so spoken 
block chain technology shows up to 
solve this problem, assuring 
transparency and safety to trade. 

Another question arises, if there is a 
system capable of enforce 
transactions can Bitcoin even be 
considered a currency? Some might 
argue that such a volatile asset could 
not be designated and used as a 
currency, but the fact is that some 
economic agents already accept 
Bitcoin as a mean of payment. 

In this article the offer that no one 
can refuse is that we analyse the 
impact of Bitcoin on fiat currencies 
like euro, pound and mainly dollar. 

Whenever central banks issue money 
they need to predict how many new 
goods and business will arise next 
year so that they can issue the right 
amount of money to keep currency 
value stable. Now, with 
cryptocurrencies like Bitcoin, 
companies create their own 
currencies that do not are in control 
of central banks therefore they 
cannot be foreseen, although they 
have the same function of traditional 
money. 

This event can lead to two possible 
outcomes. First as central bank does 
not see the money turnover it may 
well conclude that there is no 
economic growth and will not issue 
money. If money supply fall short, 
the most likely outcome since on 
average economies grow, currency 
prices will skyrocket. Second, even 
if it is evident that there is economic 
growth, central banks will have 

difficulty to predict money demand 
accurately. In both scenarios we can 
expect some unusual volatility. 

Now let´s move one to an all 
different level of affairs, since WWII 
most international trades are done in 
dollars, but is this standard 
threatened?  As cryptocurrencies are 
decentralized currencies and can be 
easily traded at low transaction 
costs, such an appetence mixed with 
the desire of countries like China 
and Russia to not depend on dollar 
standard can enhance a de-
dollarization of the economy and 
potentially put an end on the US 
tremendous economic power. If such 
a process gain momentum the world 
as we know will change drastically, 
it is not all about the depreciation of 
dollar, without a mechanism capable 
of having piles of debt that amount 
to $20 trillion, US would lose its 
economic power and perhaps the 
power would shift from the west to 
east, maybe China. 

However, this idea is very remote 
even with such powerful sponsors, to 
eliminate the dollar standard this 
cryptocurrency would have to 
substitute the dollar as reserve 
currency, to that happen most 
countries in the world would have to 
accept it as a currency and central 
banks would have to retain it as 
reserve. We need also to consider 
that all previous attempts to put an 
end to dollar standard went wrong: 
Saddam Hussein and Muammar Al-
Gaddafi are not here to argue but I 
think they are two pretty good 
examples of how far US can go to 
keep its hegemony. 

 
Eduardo Marques   

Influence of Bitcoin on Fiat Currencies 
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For this special edition about cryptocurrencies 
we are glad to present a special professor profile 
with Professor José Corrêa Guedes. 
 
 
Professor José Corrêa Guedes is a Full 
Professor of Finance at CLSBE holding a Ph.D. 
in Finance from Ohio State University, USA 
and a degree in Economics from CATÓLICA-
LISBON. 
 
 
We want to thank the Professor for his 
participation, time, and availability. This 
interview is a unique opportunity for us and our 
“readers” to learn more about cryptocurrencies. 
 
 
 
 
 
 
We should start with the obvious question, 
do you believe that  cryptocurrencies are a 
good investment for the future or is it a 
bubble?   
 
 
That’s a tough question… What I can tell you is 
that I will not put my money into it. It’s very 
speculative, very risky, very unpredictable. This 
is something that has no intrinsic values, so you 
can never say whether it’s cheap or expensive. 
There’s no benchmark against which to measure 
its value. So, I have no answer to that, but no 
way I would recommend an investment in that. 
But we know people have made a lot of money, 
and some people have already lost a lot of 
money. 
 
 

Can cryptocurrencies compete or are a threat to 
normal currencies? 
 
Well, I think it’s a threat. I think central bankers 
don’t look at it in a very positive light because it 
can undermine monetary policy. On the other hand, 
one of the objectives of these cryptocurrencies is to 
provide a way for economic agents to emancipate 
themselves from central banks, so the money 
supply is no longer controlled by the central 
bankers. That is being one of the properties or 
characteristic of the cryptocurrencies that has been 
sold as one of the big advantages of it. It’s not 
controlled by the central banks, so they cannot 
inflate the currency. But the reverse of this is that 
central bankers don’t like it because they lose 
control over monetary policy. 
 
 
 
 
So, do you think more central banks will follow 
South Korea and heavily regulate 
cryptocurrencies? And should they? 
 
 
The more successful these cryptocurrencies 
become, probably more intrusion you’ll have from 
the central bankers, limiting the scope of usability, 
because I think they feel threatened by the 
emergency of these cryptocurrencies. 
So, I don’t know if you’re aware, but the 12th 
February a number of important authorities in 
Europe, like the EBA (European Banking 
Authority), the ESMA, have jointly issued a 
warning against the dangers of using these 
cryptocurrencies particularly advising banks and 
financial institutions to be very prudent in the way 
they deal with these. So, they are concerned and 
they feel threatened. 
 
 
 
 
 
 
 
 
 
 
 
 



In the United States, around the middle of 
December, there was a time there were going to 
be options on cryptocurrencies, but I think in the 
end most of the investment banks pulled out of it. 
Do you think there is going to be an option 
market on cryptocurrencies, and if so should it 
be, or could it be, compared to a normal one? 
 
 
I think that’s a very interesting question, it connects 
more with the things I work on. 
I think you know, there is a future now on bitcoin. 
The major operators of these future markets like the 
main participants in the future exchange were 
significantly reluctant to participate. Their concerns 
were basically resulting from the following, 
exchanges when they announce a new contract, or a 
new derivative contract, on the underlying they have 
to decide about margins: what are the margins that 
the participants who purchase futures, and 
participants who sell futures, what are the margins 
they are required to deposit to be able to trade the 
contracts. And, the margins are typically calculated 
on the basis of the volatility of the underlying assets. 
So, you see assets which are very volatile with 
bigger margins than assets which are much more 
stable. That’s the way that the future exchanges have 
to protect themselves against credit risk. 
 
One issue was that the margins would have to be so 
high for bitcoin to bring the credit risk down to a 
reasonable level that that would kill the market. So, 
they ended up deciding with big margins but on the 
view of many participants not sufficiently high to 
cover the credit risk. And, if that was the case, and 
put yourself in the position of a broker. You broker a 
contract for a client, you demand from the client the 
margin required by the exchange but then you had a 
price variation during the day that exceed the 
margin. Who is on the hook for that? In principal the 
client, the client was the trader who lost the money 
so the client that put up the money, but if the client 
did not have the money then it would be the broker 
himself that would be on the hook. That’s why many 
brokers refuse to participate and that creates some 
difficulty to the take-off of futures. 
 
Another issue is that typically you think there’s 
symmetry between short and long positions. You can 
bet that the underlying is going up or you can bet the 
value of the underlying is going down. So, you 
purchase futures if you believe the prices going up 
and you make money if the prices go up, and you 
sell futures if you believe the prices going down and 
you make money if the prices go down. There’s a 
symmetry between these two types of position and 
typically the margins are the same for short and long 
positions. 
Now for an underlying such as volatile as bitcoin, 
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there’s no limit to the losses you can have when 
you short because, remember, if you short, if you 
sell futures, you’re going to lose money if the 
prices go up. Since there’s no limit on how much 
the prices can go up, there’s no limit to the losses 
of short positions. So, these markets became 
asymmetric in the sense that it was easy to trade 
long positions and it was hard to trade short 
positions. So future markets did not contribute as 
supposed to do to the discovery of the fair price for 
bitcoin, because there was a fundamental 
asymmetry between the way to express a bullish 
view and the bearish view on the bitcoin. It was 
easy to express a bullish view and it was difficult 
to express a bearish view and that might have 
contributed to the big spike in the value of bitcoin 
during a certain period. 
 
 
This was a long detour to answer your question, 
but the point is when the underlyings are very 
volatile coming up with a derivative contract on 
these volatiles can be tricky and raise a number of 
problems, which you typically do not see in more 
stable types of underlyings. 
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safety.. 
Otherwise, as an official of the 
German Central Bank said, 
national rules on Bitcoin may 
contain a global phenomenon. 
“Effective regulation of virtual 
currencies would therefore only 
be achievable through the 
greatest possible international 
cooperation, because the 
regulatory power of nation 
states is obviously limited.”. 
 
 

Manuel Silva 

 

 

Cryptocurrencies, especially 
Bitcoin, have lately been one of 
the most discussed subjects in the 
financial markets. The popularity 
from cryptocurrencies came 
largely because their allowance 
for entirely anonymous 
transactions. Consequently, 
people could use them for illegal 
transactions, like the buying and 
selling of drugs or computer 
viruses. Therefore,  governments 
are worried about 
cryptocurrencies and their role in 
society. Actions from the central 
banks are, consequently, 
becoming more crucial and in this 
article, I am going to analyze how 
major central banks are reacting 
on the digital currencies. 
Central banks are facing two 
different type of problems: what 
to do if security problems 
increase simultaneously with the 
popularity of private 
cryptocurrencies and if it is 
necessary to issue an official 
version of cryptocurrencies. 
Around the world the view/
response of central banks differ. 
 As the Asian governments are 
very concerned about 
cryptocurrencies, especially after 
a $500 million exchange hack in 
Japan, we see a very active policy 
against cryptocurrencies. 
Despite the fact that Chinese 
authorities are cracking down on 
Bitcoin mining and 
cryptocurrency trading, officials 
believe that is time to introduce 
digital currencies. The Central 
Bank of China will have full 
control over these currencies, as 
they want to promote payment 
efficiency, while strictly 
controlling these type of 
currencies. 
 In South Korea, the circulation of 

Bitcoin is so high, that the government 
already started to regulate them. 
Initially, they were thinking to ban 
bitcoin entirely, but then they decided 
to include rules that removes the 
anonymity of the cryptocurrencies in 
an attempt to keep them more above 
board by forcing everyone to put their 
real name to their bitcoin holdings and 
transactions,. In fact, one of the main 
reasons for Bitcoin’s rapid decline was 
the first news of South Korea’s 
aggressive regulation. 
 On the other hand, in the Western 
world, the United states of America 
and the Euro Area have a similar 
opinion about 
cryptocurrencies.  According to 
American institutions the principal 
challenge is the possibility for 
anonymous transactions that could 
result in money laundering and 
terrorism financing. The Euro 
Countries are worried about the 
speculative part. The vice president of 
the Euro Area, Vitor Constâncio, said 
that the cryptocurrencies are not a real 
currency, but a tulip. He was referring 
to the 17th-century bubble in the 
Netherlands. Euro area authorities say 
that the unstable value is a significant 
problem, and like the United States of 
America, claim that it is way a for tax 
evasion and crime. However, the 
European Central Bank president, 
Mario Draghi, has already said that the 
influence of digital currencies is 
limited and does not represent a threat 
to central banks´ monopoly on money 

To conclude, I believe that the depth 
of any regulation depends on how 
many people are involved with 
cryptocurrencies, how much they are 
being used for illicit activities, and 
whether they begin to pose more 
danger to civilians. If  governments 
see an increase in these areas, they 
will be expected to step in and ensure 
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Ever since 1976 the US Dollar has been devoid of any gold backing. The history on how we arrived at this point is 
very interesting but alas quite long. It began with the Great Depression (especially with the Gold Reserve Act) and 
later with the Bretton-Woods system until we reached a point where dollar bills are printed without symbolizing 
any gold or physical good. Some might be tempted to say that money is worthless now, and like some crypto-coins 
or monopoly money, they only have value because people believe they do. This is not entirely true. What most 
don’t understand is that fiat money nowadays is backed by government coercion. You can’t pay your taxes in gold, 
you can’t pay your taxes in cabbages, salt or some other good. You have to pay it in government money and in case 
you don’t want to pay your taxes then you will get into trouble with the Law. It is the value of the legitimate use of 
force that keeps our printed currency afloat and with value. While this might not be true for all eternity and like 
Voltaire once said “at the end fiat money returns to its inner value – zero”, this is true for the time being. 

 

Bitcoin does have value. While not being backed by any good in particular it does have the main advantage of 
being completely private and decentralized. Your transactions can simply not be tracked by the government (which 
opens up innumerous ethical dilemmas which we will not debate here). The problem arises when most people who 
are in fact investing in Bitcoins are doing so not because they wish to buy some random good on the Darkweb or 
take money away from a tyrannical government but simply because they hope it will appreciate like if it were a 
successful company share. Another problem is related to the profile of the investors: while many are in fact 
informed about the product and its implications, a good portion of them are in fact people without any experience or 
knowledge in investments. These types of investors are ideal for the good times (as they drive value up by buying 
in droves) but because they get nervous easily they also abandon the ship at the first impact creating instability in 
the market. 

 

The last weeks have been a testimony of the incredible volatility of the crypto-coin market. The simple suggestion 
that the South Korean government might further regulate the crypto market was enough to trigger a significative 
drop in its value. This instability works at odds with Bitcoin’s supposed use: as a coin. Companies such as Valve 
(owner of Steam, by far the largest digital distribution platform for PC) have rejected Bitcoin as mean of purchase 
exactly due to its high volatility. Once Bitcoin loses its value as a mean of trade what is there to it? The Blockchain 
technology, the real great innovation, is not exclusive to Bitcoin and it is used by thousands of other alt-coins, many 
of whom are backed by actual real tangible goods, which leaves the flagship of cryptocoins in a dire situation. 

 

To conclude, while I do believe that Bitcoin, at the moment, is still investment worthy, with thousands making a lot 
of money off it, I also believe that Bitcoin will eventually fade away (or crash). I don’t think it will accompany us 
in the coming years. Blockchain, however, might constitute the next big revolution in the business world with its 
cost cutting solutions and decentralized way of processing operations. Here lies the true investment for the future. 
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