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Cryptocurrencies are virtual currencies 
that use encryption techniques to 
achieve decentralized bookkeeping
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Cypherpunk
m

ovem
ent

•
Ideological m

ovem
ent that advocates the use of cryptography and other 

privacy-enhancing technologies as a route to social and political change
•

Active since the late 1980s

"Privacy is necessary for an open society in the electronic age. ... W
e cannot 

expect governm
ents, corporations, or other large, faceless organizations to 

grant us privacy ... W
e m

ust defend our ow
n privacy if w

e expect to have any. 
... Cypherpunksw

rite code. W
e know

 that som
eone has to w

rite softw
are to 

defend privacy, and ... w
e're going to w

rite it.“

Eric Hughes (1993), A Cypherpunk'sM
anifesto







P2P netw
ork ≠ P2P transaction



Bitcoin’s ledger

How
 is this different from

 a traditional ledger?

Its basic idea is no different, but it is
•

Decentralised (P2P netw
ork)

•
Censorship resistant

•
Slow

 and expensive to operate
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Bitcoin’s ledger

Key question:

W
HAT IS THE LEDGER KEEPIN

G ACCO
UN

T O
F?
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W
hat is Bitcoin’s ledger keeping account of?

•
Initially, the ledger w

as keeping account of nothing but arbitrary num
bers 

(m
ining rew

ards)
•

O
ver tim

e, a secondary m
arket developed

•
Exchanges

•
O

ver-the-counter trade
•

As long as the secondary m
arket is w

orking, Bitcoin is a sort of asset
•

Is Bitcoin like gold (or any other com
m

odity)?
•

Bitcoin is like gold in the sense that it’s an asset w
hich is nobody’s liability

•
Bitcoin is like gold in the sense that it yields no return

•
Bitcoin is not like gold in the sense that it has no industrial use as a raw

 m
aterial

•
Bitcoin is not like gold in the sense that it is not real (it is virtual)

•
According to Klein &

 Pham
-Thu &

 W
alther (2018) Bitcoin, as an asset, doesn’t behave 

like gold or any other asset, and it’s pro-cyclical
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•
2.1 x 10

14shares issued
•

issuer unknow
n

•
$0 equity raised

•
no voting rights

•
no cashflow



Bitcoin as a paym
ent instrum

ent

•Can be used in private transactions
•Can be used on the Tor netw

ork (illegal goods, crim
inal activity)

•Com
m

only used in ransom
w

are (crim
inal activity)

•O
nline m

erchant acceptance alm
ost non-existent

•O
ffline m

erchant acceptance practically non-existent



Is Bitcoin (the unit) m
oney / a currency?

•
M

oney is the m
ost liquid asset

•
M

oney is that for w
hich everything can be exchanged

•
M

oney can buy anything
•

M
oney is legal tender

•
M

oney is a general m
etric for value

•
Prices, w

ages, taxes, dividends, budgets, bookkeeping, etc.
•

M
oney is an asset w

ith stable value
•

M
oney can buy m

ore or less the sam
e goods tom

orrow
 as today

•
The value of m

oney doesn’t fluctuate
•

M
oney has an issuer w

ho prom
ises its convertibility and guarantees its value

Æ
Bitcoin is none of these things



The m
odern m

onetary system

PUBLIC
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M
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Bitcoin needs m
ore than a ledger to w

ork

1.
In a peer-to-peer netw

ork, nodes need to be incentivized
•

In BitTorrent, you are incentivized by getting access to content
•

In Bitcoin, you are incentivized by getting m
ining rew

ards
2.

Bitcoin m
ining rew

ards are w
orth nothing, unless you can sell them

 on a 
secondary m

arket
3.

W
hy w

ould anyone w
ant to buy (initially w

orthless) Bitcoin m
ining rew

ards?
•

Buyers have been told it gives them
 privacy

•
Buyers have been told it w

ill becom
e a real-w

orld currency
•

Buyers have been told it’s a safe-haven asset
•

Buyers have been told it’s cool to ow
n Bitcoin

•
Buyers can use it as a paym

ent m
ethod on the Tor netw

ork
•

Buyers m
ay be able to sell them

 later for a profit
4.

You need a constant inflow
 of new

 buyers, otherw
ise the m

arket w
ill collapse 

(every buyer becom
es a seller, Bitcoins are never consum

ed)
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Com
m

on m
isperceptions about Bitcoin

Perception
Reality

Bitcoin is used forpaym
ents and m

ore and m
ore 

m
erchants and stores accept it

Bitcoin is used alm
ost now

here for paym
ents,som

e 
m

erchants have tried
Bitcoin paym

ents but m
ost have since 

given up because custom
ers w

eren’t using it

Bitcoin transactions are cheap and quick
Bitcoin is very expensive

and inefficient to operate

Bitcoin is a good alternative
currency in som

e poor 
countries w

here the dom
estic currency has crashed 

(e.g. Venezuela)

Bitcoin
requires access to com

puters or sm
artphones w

hich 
m

ost people in poor countries can’t afford

Bitcoin is a good investm
ent

Bitcoin yieldsno return and is therefore entirely speculative

Bitcoin hasvalue because it is scarce
Scarcity

sets a low
er boundary on m

arket prices but it 
doesn’t m

ake anything valuable

Bitcoin has value because m
ining

Bitcoin consum
es 

energy
The

cost of production sets a low
er boundary on m

arket 
prices but it doesn’t m

ake anything valuable

Bitcoin represents a new
 phase in the developm

ent of 
the Internet, the ‘Internet of Value’

Bitcoin isjust one of m
any applications using the Internet



There is no such thing as ’Internet of Value’
”Eco

n
o

m
ic va

lu
e is a

 m
ea

su
re

o
f th

e b
en

efit p
ro

vid
ed

 b
y a

 g
o

o
d

 o
r service to

 a
n

 eco
n

o
m

ic a
g

en
t”

-W
ikipedia

Value is not a thing, it’s an attribute!

•
There is only one kind of Internet, the Internet ofdata

•
The Internet is a m

essaging netw
ork, it can only relay m

essages, nothing else
•

Valuable things like m
oney, share certificates, and land deeds are kept in 

depositories and m
anaged by custodians (banks, CSDs, land registries, etc.)

•
Depositories and bank accounts record ow

nership of assets
•

Assets are not m
essages and cannot be digitised

•
Instructions to transfer ow

nership are m
essages and can be digitised

•
M

essages get sent around, but the assets stay w
here they are





D
espite the blockchain hype—

and m
any 

experim
ents—

there’s still no "killer app" for 
the technology beyond currency speculation.

The only blockchain project that has crossed 
over into m

ainstream
 recognition so far is 

Bitcoin.
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