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Bitcoin is a new kind of money; both a store of wealth and a payment
system; a revolution in Fintech and facilitator of new markets.

More than just high returns (123% in 2016) and strong CAGR
predictions (45% year on year for the next 9 years), Bitcoin is a new

asset class. With low correlation across standard asset classes,
Bitcoin instantly diversifies investment portfolios whilst increasing

the funds standard return (1.5-7%).

Whilst Geo-political crisis drive fiat currencies down, Bitcoin
continues to rise. Yet security, volatility, scalability and legislation

are still perceived as risks; thus adoption levels are relatively small
in comparison to the significant value proposition.

Chinese dominance in mining and exchange volume has led to
further speculation around Bitcoin’s future. Conversely, since China

has become the Global Economic Leader, its investment only serves
to secure Bitcoin’s stability, decrease volatility and encourage

flexible legislation globally.

Since the Fourth Industrial Revolution the internet has massively
expanded the global economy (6.6 fold growth from $US11 trillion

to $US73 trillion since 1980) and cross-border data flows now
generate more economic value than traditional flows of traded

goods. A digital currency in Bitcoin is a natural market evolution.

Blockchain technology is the foundation of the digital economy;
Bitcoin is the new system of exchange. Considering $10,000 of

Bitcoin in 2011 is worth $30 million today, current predictions of a
100x return in the next 10 years could be considered conservative.

ABSTRACT

[03]



A NEW KIND
OF MONEY

"Bitcoin is a hybrid of commodity money and fiat money"
(Baur, Hong & Lee 2014).

A "digital representation of value that may be accepted by
some parties as a means of payment and can be transferred,
stored or traded electronically" (Submission to the Inquiry into
Digital Currency 2014).

"Bitcoin has something to offer; a remarkable capacity to
facilitate low-cost, near instant transfers of value anywhere in
the world" (Vigna & Casey 2015).

"Lack of government or central authority interference gives a
digital currency one of its benefits... a digital currency is
fungible and transcends borders. It allows one party to transact
with another directly, without the need for an intermediary.

A digital currency cannot be counterfeited per se and hence
introduces security and trust into the system" (Venter 2016).

$15 b
Market

Capitalisation

82%
Last 3 year CAGR

$1,000
Current price

of 1 Bitcoin

$100,000
Projected price
(Barski & Wilmer 2015)

(Rizzo 2017)

(Zeiler 2016)

(2016)
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"THE ROOT PROBLEM WITH
CONVENTIONAL CURRENCY IS

ALL THE TRUST THAT’S
REQUIRED TO MAKE IT WORK...

BUT THE HISTORY OF FIAT
CURRENCIES IS FULL OF

BREACHES OF THAT TRUST…
THEY LEND IT OUT IN WAVES OF
CREDIT BUBBLES WITH HARDLY

A FRACTION IN RESERVE."

Satoshi Nakamoto
(Vigna & Casey)

"The Financial Action Task Force (FATF), an inter-
governmental body established by (G-7) Summit in Paris,

defined digital currency as:
[A] digital representation of value that can be digitally traded
and functions as (1) a medium of exchange; and/or (2) a unit

of account; and/or (3) a store of value, but does not have
legal tender status (i.e., when tendered to a creditor, is a

valid and legal offer of payment) in any jurisdiction.

It is not issued nor guaranteed by any jurisdiction, and fulfills
the above functions only by agreement within the

community of users of the virtual currency. Virtual currency
is distinguished from fiat currency which is the coin and
paper money of a country that is designated as its legal

tender; circulates; and is customarily used and accepted as
a medium of exchange in the issuing country. It is distinct

from e-money, which is a digital representation of fiat
currency used to electronically transfer value denominated
in fiat currency. E-money is a digital transfer mechanism for
fiat currency—i.e., it electronically transfers value that has

legal tender status" (Parliamentary Business 2017).

"Historically, most currencies
were based on physical
commodities such as gold or
silver, but fiat money is based
solely on the faith and credit of
the economy. In a fiat system
the public must have confidence
and faith in 'money’s' ability to
serve as a storage facility for
purchase power.

Similarly, a digital currency is not
backed by a physical commodity
nor does it exist in physical
form. It is also not linked to any
physical currencies either,
although digital currencies are
often quoted on an exchange
against other currencies, like US
dollar. Like fiat money, its value
is derived from the relationship
between supply and demand.

If we take Bitcoins as an
example, scarcity was
introduced by limiting the
number of bitcoins that could
ever exist to 21 million"
(Venter).
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REVOLUTION
IN FINTECH

$1.1 Billion
VC investments in

Blockchain & Bitcoin
by Q1 2016 

$2.1 Billion
Blockchain market

value by 2021

61.5%
Blockchain

Market CAGR

(Purvis 2017)

(Markets and
Markets 2017)

"'The blockchain', a generic term for all cryptographic
distributed ledgers, like Bitcoin... seem poised to revolutionise
the banking and financial services sector, which explains why
nearly all major banks - even central banks and national
governments are taking an active role.

Blockchain technologies are also likely to have a strong impact
on futuristic, disruptive technologies expected to emerge in the
next decade, such as supercomputing; artificial intelligence (AI),
with applications ranging from self-driving cars to big data
analysis for personalised medicine; and advanced medical
nanorobotics - tiny devices expected to start policing our
bodies and ridding us of pathogens and rogue cancer cells
before the end of the 2020s.

All that potential is likely to interest forward-looking investors,
from wealthy and institutional players to small investors who
want to assemble a public stock portfolio oriented toward
long-term growth" (Nasdaq 2017).
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"BITCOIN IS A REMARKABLE
CRYPTOGRAPHIC ACHIEVEMENT

- THE ABILITY TO CREATE
SOMETHING THAT IS NOT

DUPLICABLE IN THE DIGITAL
WORLD HAS ENORMOUS VALUE."

 

"Similar to how the internet created a global open
network for the exchange of information, so too is
Bitcoin and its underlying “blockchain” technology

enabling an open and global network for the exchange of
value... We see Bitcoin and its underlying technology as

among the most significant innovations in payments and
money in decades, if not centuries"

(Needham & Company, March 2016).

"In the Wall Street world, the Depository Trust and
Clearing Corporation (DTCC) is a major player, but one

that tends to participate behind the scenes.
Nonetheless, when DTCC representatives announced
last week that they would replace a central database

with new technology modeled after Bitcoin, it was
enough to shake the industry" (Reiff 2017).

"The Department of Homeland Security (DHS) has
announced that it is exploring the use of blockchain

technology, which could facilitate security and privacy
controls" (Campbell 2017).

"The implications of blockchain technology in the
consumer sector will be the focus of the Federal Trade

Commission’s (FTC) 2017 Fintech Forum in March" (Das
2017a).

 Eric Schmidt, CEO of Google
(Millet 2014)

"The major forces driving the
Blockchain market are
transparency, immutability
and reduced total cost of
ownership.

The Blockchain market is
growing rapidly because of the
high adoption of this
distributed ledger technology
across various applications
such as payments, smart
contracts, exchanges, digital
identities, and documentation.

Application and solutions are
used to accelerate the
different business processes
such as payments,
documentation, transactions
and others deployed by
organizations for efficient
business operations.

(The) application and solution
provider segment is expected
to witness the highest CAGR
in the global Blockchain
market during 2016–2021"
(Markets and Markets).
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2.5 Billion

1 Billion

$3.  Trillion

FACILITATOR
OF NEW
MARKETS



A NEW
ASSET CLASS

"Compared to other cryptocurrencies, Bitcoin has the
advantages of being the first cryptocurrency, the first to have

its own legal exchange, its own exchange traded fund, and
widespread public recognition. In order to compete against

Bitcoin, a new cryptocurrency has to offer something Bitcoin
cannot – it would have to be based on a technology different

from the Bitcoin protocol" (Zhou 2015).

"With each month, bitcoin cements its role as a tradeable and
investable asset, drawing second looks from many investors

who wrote it off as fraud or fad...  ARK and Coinbase believe
bitcoin is the first of its kind in what is rapidly becoming a

distinct asset class" (Burniske & White 2017).

"Bitcoin performance is superior to other asset classes"
(Kotishwar 2016).

"Interestingly, Bitcoin returns are essentially uncorrelated with
all major asset classes in normal and extreme times, which

offers large diversification benefits. This low correlation also
implies low risk from a macro perspective" (Baur, Hong & Lee

2016).
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123%
return in 2016

$10,ooo
invested in 2011

would be valued at

$30 million
today

(Demos & Vigna 2016)

EXCEPTIONAL
RETURNS

"For the first time in the history of
humankind, a currency has reached and

surpassed the value of the oldest money on
earth, gold. At around 5 PM London time on

the fourth of January 2017 one bitcoin stood
at $1,197 (8,320 CNY) at Huobi and 8,320

CNY at OKCoin, two of the main and most
liquid bitcoin exchanges, while gold stood at

$1,166" (Quentson).

"Bitcoin values are quickly becoming a data
point that our customers want to follow as

they consider transacting, trading or
investing with this emerging asset class"

(NYSE Group President Thomas Farley; Ice
Data Services 2015).

(Ameduri 2016)
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-0.51

0.35
S&P 500

0.28
US Bonds

0.27
Emerging  Currencies

Gold

US Real Estate
-0.39

-0.37
Oil

"We find Bitcoin’s return properties are very different from
traditional asset classes and thus offer great diversification
benefits... About a third of Bitcoins are held by investors. A
minority of users appear to use Bitcoin as a medium of
exchange. This suggests that at present Bitcoins are held for
investment purposes rather than being used for transactions"
(Baur et al).

"Assets with near zero correlation are the most untethered in
their behavior to other assets. Based on the last six years of
data, bitcoin’s average one year correlations with other asset
classes are centered around zero... Bitcoin’s price
independence is stark" (Burniske & White).

"Interestingly, despite being similar to gold in some respects
—scarcity in particular— both analyses show an inverse price
correlation between gold and Bitcoin" (Needham & Company,
March).

(Maximum "absolute value" one-year rolling correlation that paired
assets displayed since 2011: LOW = -0.4 to 0.4  MID = 0.4 to 0.66,
HIGH = >0.67 (Burniski & White).

LOW
CORRELATION
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INSTANT
DIVERSIFICATION

"Since the goal of portfolio diversification
is to choose asset classes that do not
move in the same direction, Bitcoin is a
natural fit" (Parker 2016).

"We think a well-rounded portfolio includes
investments in a basket of blockchain
technologies (altcoins), with an emphasis
on Bitcoin. This portfolio can play a part in
three distinct strategies: as an insurance
policy, as a hedge in a broad speculative
portfolio, and as a calculated bet on an
early retirement. We believe returns of
100x over 10 years are possible" (Graub
2016).

"Including even a small proportion of
Bitcoins in a well diversified portfolio may
dramatically improve risk-return
characteristics. Overall, our key message
is that virtual currencies deserve to be
taken seriously by financial analysts"
(Brière, Oosterlinck & Szafarz 2013).

"We find that even in already
well-diversified portfolios our
optimizations lead to Bitcoin being
included in efficient portfolios with mean
weights ranging from 1.65% to 7.69%"
(Eisl, Gasser & Weinmayer 2015).
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CHALLENGES
TO
ADOPTION

2009-2012
proof of concept

period

2013
"Sin" period

2014-2015
maturity

2016
legitimacy

BITCOIN MARKET
EVOLUTION

"When faced with risky alternatives that have gain and loss
possibilities, people tend to experience a loss more acutely
than a gain of the same magnitude… Because of loss
aversion bias, investors tend to hold onto stocks that lost
value and sell those that have risen in value. Even
experienced, professional fund managers are affected by
loss aversion… fund managers are 1.2 times more likely to
sell winners than losers, and the best-performing funds are
those that are less loss averse. The consequence of loss
aversion is that the loss associated with giving up a good is
greater than the gain of receiving the same good" (Malin
2015).

"Bitcoin is still often associated with illegal activity, hacking,
and bankruptcies, and this perception likely inhibits
adoption.  Open systems such as the Internet and Bitcoin
tend to find initial adoption among those engaged in illegal or
shunned activities. The task is to avoid throwing Bitcoin out
with the bathwater and to avoid letting bad actors ruin what
could ultimately be a boon to millions of people around the
world" (Needham & Company, March).

 (Redman 2016)
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"The Bitcoin market is maturing. Velocity (shows)
the Bitcoin market is expanding and more

transactions are conducted through Bitcoin.

Second, the Bitcoin market is becoming more
liquid by illustrating the decreasing bid ask

spread in the market.

Third, the market is also becoming more efficient
as demonstrated by the decrease in arbitrage

opportunities in the foreign exchange market for
Bitcoin.

The diminishing arbitrage profit means that more
and more investors are investing in Bitcoins and

the information on Bitcoin is more available.

Lastly, the creation of regulated Bitcoin
exchanges and ETFs is a significant improvement
in the regulatory environment for Bitcoins. It also

indicates that the legislators are learning about
Bitcoin and are working with Bitcoin startups to

promote it. Regulated and insured Bitcoin
exchange will help change Bitcoin’s public image

and raise awareness and trust. Trust is crucial to
the success of any currency, especially a

decentralized digital currency.

The increasingly efficient and reliable Bitcoin
market contributes positively to the popularity of

Bitcoin and its influence as a currency"
(Zhou).

"Bitcoin has a four-sided
network effect that includes
developers, transaction
processors ('miners' securing
the network), merchants, and
consumers. While all four
groups will eventually need to
grow substantially to achieve
greater mainstream adoption,
we don’t expect them all to
grow parallel with one another.
Instead, we expect a two-stage
growth and adoption
process—the first stage
should include growth in
transaction processing power
(important for security) and
growth in developer activity
while the second stage should
include accelerated adoption
among merchants and
consumers.

Significant extensions and
upgrades that could help bring
increased throughput, scaling,
and privacy to Bitcoin such as
'sidechains', the 'lightning
network', and confidential
transactions are currently
being developed and tested. If
some or all of these prove
successful they could be
significant catalysts for
Bitcoin" (Needham & Company,
March).

SCALABILITY
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INVESTMENT:
SMSF

COMPLIANCE

$622 billion
held in assets
by SMSF's

38%

SMSF's hold $200k
- $1M in assets

48%

increase in SMSF
contributions 2015

6.2%
SMSF return on
assets 2015
(ATO 2017)

"The compliance and reporting requirements under the SIS Act
for SMSF investors in Bitcoin include adherence to:

the ‘sole purpose test’ under the SIS Act
separation of Bitcoin investments from other non SMSF
Bitcoin holdings
SMSF investment strategy covering off on the investment
decision to invest in Bitcoins
restrictions on who SMSFs buy Bitcoins from as they cannot
be bought from related parties of the SMSF
SMSF deed restrictions on what types of investments an
SMSF may hold
annual valuation requirements of assets in SMSFs at market
value

An SMSF may be able to buy Bitcoins if all of the criteria in this
paper are met by Bitcoin Trader and its SMSF clients. This is

subject to the SMSF trustees reviewing their SMSF deeds to
ensure there are no restrictions on the fund in relation to

investing in crypto-currencies".

Bitcoin Compliance and Reporting Requirements for SMSF Investors Report for Bitcoin
Trader (BTPL) by PKF Australia (Henriksen 2016).
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CHINA

1
China's global

economic ranking

17%
of the worlds GDP

70%
of bitcoins are
mined in China

(Kamrany 2015)

(Popper 2016)

"China’s role in the Bitcoin industry is at the same time both
widely discussed and deeply misunderstood. Reporting on the
topic is mostly to blame:

1. China’s trade volume is misleading
2. China’s dominance in bitcoin mining does not translate to
control
3. Thinking in terms of nation states doesn’t work when it
comes to bitcoin. This is legacy thinking.

Chinese exchanges generate most of their revenue from CNY
withdrawal fees. And these CNY withdrawal fees are tiered
based on each trader’s trade volume, encouraging traders to
trade as much as possible to lower the cost of withdrawing
their profits.

Put simply, a trader could set up two separate accounts
and  trade his bitcoin back and forth rapidly. If he trades it one
thousand times in the space of a day, he’s suddenly generated
1,000BTC in trade volume. No ‘real’ trading has taken place"
(Woodfine 2017).
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"The truth is, China’s crypto-market seems rapidly
developing, no one can deny that. However, Bitcoin is a
global currency, not dependent on the single economy,
no matter how powerful it is. China’s willingness to put

effort on Bitcoin trading should encourage other
countries to adapt their legislature in favour of a more

flexible approach to cryptocurrencies" (Das 2017b).

"The total 'real' trading
volume at Chinese exchanges
is around 40–50%. What is
also missing from the
equation is that a portion of
traders on Chinese exchanges
are not even Chinese. Foreign
traders — some of them
“whales” — are able to trade
here too" (Woodfine).

"Bitcoin’s soaring value and
trading in China has evidently
caught the eye of authorities
who are now clamping down
on capital outflows that they
believe is taking place via
bitcoin, while the yuan
continues to depreciate.

The People’s Bank of China
and other units formed a joint
inspection team to carry out
site inspections on Bitcoin
China, focusing on checking
whether it was operating
beyond its business scope,
whether it was engaging in
unlicensed forex, payment,
financing and other related
businesses; whether it
engaged in market
manipulation; implementing
anti-money laundering,
financial security risks and so
on (Das 2017b)."

[19]

"NO CHINESE PERSON IS
PUSHING FOR BITCOIN BECAUSE

IT’S LIBERTARIAN OR BECAUSE
IT’S GOING TO CAUSE THE

DOWNFALL OF GOVERNMENTS...
THIS (IS) AN INVESTMENT"

Bobby Lee, Chief Executive, BTCC
(Popper)



FOURTH
INDUSTRIAL
REVOLUTION

53%
of total US imports

were delivered
digitally

6.6 x
growth in Global

economy since the
internet

$2.8 Trillion
of Global GDP is

data flow
(Baller et al)

"We are at the dawn of the Fourth Industrial
Revolution… a transition to a new set of systems
that brings together digital, biological, and physical
technologies in new and powerful combinations.

Just as the digital revolution was built on the heart
of the second industrial revolution—electricity,
mass communication systems, and modern
manufacturing—the new systems that mark the
Fourth Industrial Revolution are being built on the
infrastructure of the third, digital revolution—the
availability of global, digital communications;
low-cost processing, high-density data storage; and
an increasingly connected population of active
users of digital technologies" (Baller, Dutta & Lanvin
2016).
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"In effect, 'The blockchain is fast becoming a
symbol of the Fourth Industrial Revolution,' says

Richard Kemp, principal, Kemp IT Law.
Moreover, Bitcoin’s key role is underscored by

The Ellen MacArthur Foundation report,
'Intelligent Assets Report: Unlocking the circular

economy potential'. According to this report
intelligent assets are also a key feature of the

fourth industrial revolution.

The Report cites Blockchain co-founder Nicolas
Cary, who concludes: 'For intelligent assets to

create value in the circular economy the
development of an open and global payment

protocol is required.

In this regard, Cary stresses the potential of
Bitcoin and its blockchain technology as the

solution because of Bitcoin’s capacity to perform
frictionless and transparent financial

transactions, without the intervention of
intermediaries" (Gil-Pulgar 2016).

"BLOCKCHAINS ARE THE HEART
OF THE FOURTH INDUSTRIAL

REVOLUTION"

Klaus Schwab, Founder and
Executive Chairman, World

Economic Forum

"This cumulative growth
impacts all facets of national
economies, not just their
budding technology
sectors—in fact, an
estimated 75 percent of the
Internet’s benefit is captured
by companies in traditional
industries. A wide range of
positive economic impacts
stems from the flow of digital
data across borders. For
example, 61 percent
(US$383.7 billion) of total US
service exports were digitally
delivered in 2012, and 53
percent of total US imports
were digitally delivered.

In absolute terms, the amount
of digitally delivered exports
and imports is even larger in
the European Union, which
digitally delivered US$465
billion in exports in 2012 and
spent US$297 billion on
imports.

Digital trade is credited with
an estimated increase in US
gross domestic product (GDP)
of 3.4 percent to 4.8 percent
in 2011 and with the creation
of up to 2.4 million jobs,
according to the United
States International Trade
Commission" (Baller et. al).

"One of the main features of
the Fourth Industrial
Revolution is that it does not
change what we are doing, it
changes us" (Schwab 2016).
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FUTURE
PREDICTIONS

26 billion
internet connected

devices by 2020

4 billion
global Internet
users by 2020

10%
global GDP

expected to be
stored on

blockchain tech by

2025
(Schwab)

(Baller et al)

"On January 1st, 2011, Bitcoin was $0.30. If you bought
$10,000 worth of Bitcoin on that day and held it until
now, your investment would be worth $30 million.

Bitcoin's market cap is currently at $15.5 billion. When
you consider that Apple is sitting on close to $240
billion in their treasuries, it really puts into perspective
how early in the game it is for this asset class"
(Ameduri).

"Even if only 1 percent of the worlds wealth was stored
in the form of Bitcoins, the total value of the Bitcoin
economy would be in the multimillion-dollar range. Since
we know that there will only ever be at most 21 million
bitcoins in circulation, each bitcoin would need to be
worth hundreds of thousands of dollars each in order
for Bitcoin to store 1% of the worlds wealth" (Barski &
Wilmer).
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Your Transition To The Digital Economy

Investing in Bitcoin and cryptocurrency is daunting 
and fraught. Navigating exchanges, ensuring 
authentic allocations, storing securely, avoiding 
hackers, preventing theft, SMSF compliance,  
government regulation... 

Is Too Hard To Do Alone

Bitcoin Trader guides you through the transition. 
We provide a complete logistical solution for your 
investment:
• Buy
• Comply 

• Store, Secure & Insure

buy
Allocations of authentic Bitcoin, Ethereum and 
Ripple from international aggregators and liquidity 
providers: 
• Transparent: real time acquisition
• Authentic: eight Blockchain confirmations on all

Bitcoin acquisitions
• Best market price
• Large tranches available
• 5% flat fee

• Guaranteed: 30-day buy back policy

comply
Bitcoin Trader has undertaken extensive research 
into all regulatory and legislative requirements for 
cryptocurrency acquisition.

Clients acquiring Bitcoin for their SMSF can purchase 
additional services to expedite their compliance 
requirements.

Super Service: How to establish an SMSF
Super Pack: SMSF Compliance
Super Audit: Annual Audit for SMSF

Future Proof

Bitcoin Trader monitors global regulatory and 
legislative changes daily, maintains compliance 
and anticipates future strategies so your Bitcoin 

investment is always compliant and protected. 

store
Safe storage on an external hardware device (cold 
wallet) is essential for significant cryptocurrency 
investments to protect against hacking and theft. 
Choosing the right device and establishing it correctly 
requires a significant amount of technical expertise. 

Bitcoin Trader provides the latest cold wallet storage 
solution that best suits the clients cryptocurrency 

acquisition needs.

secure & insure
Not many people want to keep their future millions 
under the mattress; we don’t recommend it either. 
Bitcoin Trader has partnered with the most secure, 
multi-layered storage vaults in Sydney. The vaulting 
solution enables your Bitcoin allocation to be insured.

Your Transition

With Bitcoin Trader your transition to the Digital 
Economy is assured; enabling you to capitalise on 
the exceptional returns of the emergent asset class; 
cryptocurrency.

Bitcoin Trader is a digital currency brokerage firm providing 
a buy and hold strategy for high volume cryptocurrency 
investments.
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