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Humans exhibit a psychological phenomenon called “selective 
retention.”1 Research concludes, “Each person sees and 
hears only whatever information supports their current belief 
systems and prejudices.”

In one study, scientists report that a person who is observing 
a situation will take only 50% of the information from what 
their eyes see and the other 50% comprises automatic 
conclusions generated by the subconscious mind, based on 
prior conditioning, beliefs and prejudices.2

Are we trying to understand  Bitcoin based 
on our old belief systems? 
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Given Bitcoin is a new concept it’s difficult to understand by referencing our  
existing beliefs about currency. Money has always been something made of 
paper and issued by a government. Bitcoin was designed as a digital currency 
- a new kind of money. 

Bitcoin’s inventor is known  as “Satoshi Nakamoto” - but this is merely a 
pseudonym. No one knows their true identity as he / she / they chose to 
remain anonymous. 

Launched in 2009 amidst the GFC, Bitcoin was designed as an alternative 
to the fractional banking system. Government backed currencies and 
markets were failing globally. Bitcoin provided a new economic system: the 
Blockchain - a global transparent ledger. Using computers to maintain record 
of ownership and transactions, the Bitcoin Blockchain eliminated  the need 
for a centralised party in the form of a government, bank or corporation. 

Given its revolutionary technology, widespread application and mass 
adoption, a “Bit Coin” has risen in value from a few dollars to over $US8000 in 
less than a decade3.

With its unprecedented returns, the majority of Bitcoin owners are doing a 
“HODL” - Holding  on for Dear Life. 

Bitcoin is both money and an asset class.

WHAT IS BITCOIN?
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WHAT DOES BITCOIN DO?
An algorithm, a digital / virtual / cryptocurrency; a chain of digital signatures 
and a blockchain. All true, but these are merely characteristics of Bitcoin.  An 
object only has meaning when we consider its function.

What does a fridge do? It keeps food cold - but much more than that. If you’ve 
ever moved house and been without one for a day, you understand what a 
fridge does. It enables you to make a meal at any moment, have milk on hand 
for a coffee, freeze food for a later date. A fridge facilitates your lifestyle. 

Felix Martin, author of “Money, The Unauthorized Biography,”4 states, “For 
a currency to become money it must be a store of value and a system of 
exchange. The dollar in your bank account – or even the piece of paper you 
receive in return has no inherent value. What matters is whether it has utility. 
Ultimately, does it enhance our ability to engage in exchange, 
commerce and human interaction? By that score, 
Bitcoin has something to offer; a remarkable capacity 
to facilitate low-cost, near instant transfers of value 
anywhere in the world.”
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HOW DOES BITCOIN WORK?
Most people don’t know how their fridge works but it still keeps 
your milk cold. 

If you really want to know about mining, blockchains, hash algorithms, 
merkle trees and more, you can read Satoshi’s White Paper.5 Or you can 
benefit from the exceptional investment opportunity without drilling 
into the details. With Bitcoin predicted to reach one million dollars in the 
next 5-10 years6 owning a Bitcoin will change your lifestyle far greater 
than any fridge.

Ultimately, Bitcoin is money. 

How can an object with no inherent value be considered 
money?
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MONEY IS 
A SOCIAL 

CONSTRUCT
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Martin7  states that “currency itself is not money”, rather “money is the 
system of credit accounts and their clearing that currency represents” and 
uses the Micronesian island of Yap to make his point. 

The Yapese had a unique currency system, baffling to early European settlers, 
using stone wheels known as Fei. They were quarried three hundred miles 
away and were as large as 12 feet in diameter. 

After an exchange it was often too inconvenient to transport the giant 
limestone rocks to the new owner, so they were left in possession of the 
previous owner with the mutual understanding throughout Yapese society 
that they could pass from owner to owner in a series of transactions providing 
a means of settling outstanding debts. 

When one sank to the bottom of the ocean en route to Babelthuap, it was still 
recognised as an exchangeable unit of currency for its new owner. 

Even up until 2002 the Bank of Hawaii allowed residents to use the stones as 
collateral for loans.8

MONEY EVOLVES WITH TECHNOLOGY
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Bitcoin is a new kind of money, but we don’t need to discard our old beliefs 
about economics to understand it’s application; rather see it as a natural 
evolution of the Industrial Revolutions.9

THE INDUSTRIAL REVOLUTIONS

1                    Mechanisation
In the 18th century we evolved from an agricultural society to 
mechanisation with the invention of steam power. 

2 Mass Production
From the 19th to early 20th Century, the invention of electricity and the 
conveyor belt enabled mass production.

3 Information & Automation
Computers and the Internet created a world of Information Technology 
and the ability to automate systems.

4 Intelligibility
The 2000’s commenced cloud computing, the Internet of Things, Artificial 
Intelligence, Cryptocurrency, Blockchain and Virtual Reality.

THE DIGITAL ECONOMY
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JAPAN DECLARES 
BITCOIN A 
CURRENCY

APRIL 1, 2017
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BITCOIN IS MONEY

And in the future your fridge will be made of 
green jelly and use zero energy!10

According to research,“Cross-border data flows now 
generate more economic value than traditional flows of 
traded goods:11 

• 6.6x Growth in the Global Economy since the Internet

• $2.8 Trillion Global GDP is data flow”

Why trade digitally with a paper currency? 

The foundation of a digital economy is a digital currency, 
specifically, a “cryptocurrency” – protected by an unbreakable 
cryptographic algorithm. Bitcoin is the first cryptocurrency; both 
a store of value and a system of exchange. 
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Disclaimer: This  document  is for informational purposes only. It does not constitute investment or financial 
advice. Any information, material or commentary is intended to provide general information only. Information 
contained in this document has been obtained from sources believed to be reliable, but BT Brokerage Services 
Pty Ltd trading as Bitcoin Trader, makes no representation as to its accuracy or completeness. Before acting 
on any information contained in this document, each person should consider its appropriateness having regard 
to their own or their clients’ individual objectives, financial situation and needs. You should obtain independent 
taxation, financial and legal advice relating to this information and consider it carefully before making any 
decision or recommendation.
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