
Bitcoin tales
Who exactly invented Bitcoin remains a mystery even today. What we do know is
that in 2007 someone started using the pseudonym Satoshi Nakamoto. Shortly after
Lehman Brothers collapsed in 2008 and the global financial crisis erupted, a nine-
page text appeared on the Internet introducing, “Bitcoin: A Peer-to-Peer Electronic
Cash System.” This founding document describes the technical and economic bases
of the currency in detail. Payments take the form of transfers from one user to
another (peer-to-peer), using advanced cryptographic techniques.
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The birth of Bitcoin01
A new word was created for this new money, Bitcoin, a coin
combined with bit, a term from computer science. The
founding paper, written in English, is full of mathematical
formulas, which led many to conclude the author, or the
group of authors, came from academia, either from computer
sciences or mathematics. Whatever the truth is, Nakamoto’s
Bitcoin network began by generating fifty Bitcoins, stipulating
from the beginning that the total would, over time, be limited
to 21 million Bitcoins. The first Bitcoin was exchanged on 12
January 2009.
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Bitcoin transfers via Smartphone02
The first Bitcoin exchange platform opened in February 2010.
The first real payment with Bitcoin took place in May of that
year when a programmer in Florida paid BTC 10,000 for,
guess what, two pizzas. At the current exchange rate, those
pizzas cost a neat 2.2 million Euros, surely the most expensive
meal in history! By the end of 2010, the first Bitcoin
transaction between two smartphones took place and a new
era of payment began.
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1 Bitcoin = 1 US Dollar03
At the beginning of February 2011, Bitcoin achieved parity
with the US dollar for the first time: 1 to 1. Numerous Bitcoin
markets sprang up outside the United States and interest
grew in the media. Time magazine ran a prominent piece on
the new virtual money and a piece in Forbes was translated
and read around the world. This wave of attention drove
Bitcoin exchange rates up and by the end of April a Bitcoin
was worth 1.20 US Dollars. By mid-May, the rate had soared
to almost 6 Bitcoins per dollar!



Bitcoin tales

2012 Bitcoin Foundation04
In September 2012 the Bitcoin Foundation was formed with
the goal of supporting the core team of software developers
financially so that the Bitcoin network could be improved, the
currency better monitored and also better promoted. The
foundation serves as a contact partner for industry and the
media and organizes an annual Bitcoin conference. It’s
financed by various companies that use Bitcoin in their daily
business.
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2013 Bitcoin ATMs05
The first Bitcoin ATMs appeared in the US in 2013. The
Winklevoss brothers, renowned for their legal battles with
Facebook’s Mark Zuckerberg, were early, prominent Bitcoin
investors. Entrepreneur Richard Branson joined the Bitcoin
bandwagon, announcing that his start-up Virgin Galactic
would accept payment in Bitcoin from clients who sign up as
space tourists. And financial information giant Bloomberg
installed its first Bitcoin ticker in 2013. By the end of the year,
the Bitcoin Center opened in the middle of New York’s
financial district, where it offers meeting spaces and
conference rooms for Bitcoin-related seminars, as well as
providing information about the currency to interested
tourists.
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Volatility06
All the media attention and the widening use of Bitcoins, not
least among traders and institutional investors, ignited
Bitcoin’s exchange rate. In the first half of April it reached its
all-time high, so far, of 266 dollars per Bitcoin. Thereafter, the
rate lost 80 percent and a Bitcoin was worth just 50 dollars. So
far, Bitcoin’s exchange rate has proven to be highly volatile
compared to exchange rate movements of conventional
currencies. Changes of 20 percent and more in the value of
the virtual currency are not at all uncommon. Sometimes this
volatility has severe consequences for Bitcoin exchanges, as it
did for BitFlor, which was forced to close when its bank
decided it lacked sufficient liquidity to cover its various
commitments given the rapidly changing value of Bitcoin.
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2014 Bitcoin Scandal07
Word got out that, at the end of Feburary 2014, the biggest
online Bitcoin exchange, Mt. Gox, was bankrupt. In addition,
Mt. Gox was forced to admit to a US court that it had “lost”
some 850,000 Bitcoins, 750,000 belonging to investors and
the remaining 100,000 to the exchange itself. Mt. Gox blamed
an attack by hackers for the missing funds. Whatever the
cause, the scandal around Mt. Gox led to a sharp drop in
Bitcoin’s value. At the beginning of the year, one Bitcoin was
worth about 1200 dollars; after the Mt. Gox catastrophe that
price fell to 450 dollars, a 60 percent drop. The financial
authorities in New York demanded that trading in Bitcoin
finally be regulated.
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The future of Bitcoin08
The financial crisis that erupted in 2008 was a boon for
alternative currencies, including Bitcoin. The digital payment
platform was up and running on the Internet in 2009. Yes,
there have been scandals with the new currencies, and
extreme price volatility, which in turn has led to critical
appraisals of digital currencies as a whole. Nevertheless, they
have survived, and even flourished. The demand they meet is
real and it is not going away. We believe Bitcoin and its peers
and rivals will continue to win users in the future.


