
 

Cryptocurreny 
 

All That Glitters is Bitcoin  
You can imagine the number of questions we field around the topic of investing in Bitcoin and 
other so-called cryptocurrencies.  To start, I have not personally invested, nor have I 
recommended this to any clients for investment. 

 

What Is Cryptocurrency? 
So-called cryptocurrency is an electronic, algorithm-based store of value and method of 
payment.  Many of the cryptocurrencies use the same underlying public source code developed 
by Bitcoin and tweak it to make it unique.  As long as people agree that there is value, owners 
of Bitcoin and other cryptocurrencies can use them as a store of value or a means of exchange. 

 

Who Started Bitcoin? 
The inventor of Bitcoin, Satoshi Nakamoto, released Bitcoin in 2009.  It took about two years to 
develop.  With each coin now worth about $10,700, Mr. Nakamoto’s estimated 1 million coins 
are worth about $10.7 billion.   

 

Why Do We Have Cryptocurrency? 
Three reasons people have developed Bitcoin and other cryptocurrencies are: 

1) Some people mistrust the current monetary and banking system. 
2) Anonymity in the traditional financial system is difficult. 
3) Speculators who want to make money in this largely unregulated area. 

 

 

 

 

 



Cryptocurreny (continued) 
 

What Are the Drawbacks? 
There are too many drawbacks to make me seriously consider cryptocurrencies as a sound 
investment.  As I mentioned to a colleague, if you were to ever buy some Bitcoins, have one 
finger on the buy button and the other finger on the sell button.  This speaks to the first 
drawback of those highlighted below: 

1) Huge fluctuations in value.  With no limit to the amount that cryptocurrencies can 
fluctuate, we have seen 20% + fluctuations in value (up and down) in a single day.  As a 
merchant, I would not want to accept that much volatility in my payments.  As a long-
term investor, I would not want that much (downside) volatility.  Only as a speculator 
would I welcome the large amount of volatility. 

2) Susceptibility to computer problems and hacking.  There are examples of problems with 
the vendors who sell cryptocurrencies and problems related to hackers’ stealing the 
cryptocurrency. 

3) Potential unfavorable government rules.  Some countries have banned the use of 
cryptocurrencies.  If major countries were to do the same, the value of the 
cryptocurrencies in existence would likely suffer tremendously. 

4) No intrinsic value as an investment.  When buying traditional investments, such as 
stocks or bonds, you can evaluate the future prospects and cash flows of a company or 
government.  As such, you can estimate the intrinsic value.  By contrast, with 
cryptocurrencies you cannot assign them a cash flow valuation.  Such currencies are 
“mined” to find new units of the currency.  Those who find the new currency are paid in 
units of the currency.  Prices are determined by supply and demand.   

5) Unlimited supply.  While each cryptocurrency limits the number of its units that will be 
issued, there are two problems.  First is that there is no limit to the number of 
cryptocurrencies that could be issued.  New cryptocurrencies come out every day.  
Second is that the people who created the computer code that created the 
cryptocurrency may have secret ways to create more currency or to hide some of the 
currency from those trying to mine it. 
 

The Future 
Despite the problems outlined above and the others not mentioned or not yet discovered, 
there is a lot of public demand for cryptocurrencies right now.  Many are convinced that these 
blockchain-based, digital currencies are here to stay.  As a company responsible for facilitating 
people’s long-term financial success, we are not planning to hitch anyone’s star to 
cryptocurrency. 
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