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A  WORD FROM JAD COMAIR  

"Bitcoin is probably rat poison squared" (Warren Buffett, 2018) 

When I heard those words from the idol and role model for my entire professional career, I could not 

help but want to share with him what I have learned from bitcoin since it entered my life.  

I started my journey with bitcoin in 2014 with a vision of a global currency, accepted everywhere, that 

would free us from so many fees, complications, and inequities. From this utopian initial idea, bitcoin 

made me learn more about finance and human beings than Warren Buffet or the financial markets 

ever taught me.  

When you go down the bitcoin rabbit hole, as I did, you embark on a journey that addresses many 

scientific, historical, political, and social topics. It is a journey through history to understand our 

modern financial system and what led us to it; a journey through anthropology, psychology, and 

sociology to understand how we value things and what makes human beings tick. I started watching 

the world through a bitcoin lens, seeking where bitcoin could help and where it could make things 

worse. 

Being of Lebanese descent, I watched with disgust how that country’s monetary policy led to the 

collapse of its financial system long before the August 2020 Beirut explosion. It showed me that finance 

- and the world - never learns from its failures. 

The irony in the Lebanese collapse is that the central bank’s governor, previously member of Financial 

Stability Board, was elected ‘central banker of the year’ a couple of months before the country 

defaulted on its debt. The central bank had lent all of its reserves to the government, which defaulted 

on the payment of its Eurobonds, which led to massive losses for all the commercial banks and an asset 

freeze on all bank accounts in Lebanon, still in place to this date. 

Since the 17th of October 2019, the Lebanese are not able to retrieve or send abroad their US dollars 

deposited in their bank. Their bank statements still show the same balance but they can only send 

these “Lollars” (a term coined to differentiate them from the real dollars) internally or convert them in 

Lebanese pounds. The fact that these Lollars exist only in a digital form ironically renders Lebanon the 

first country to create a Central Bank Digital Currency. 

To make things worse, the collapse has led to a situation in which the only remaining US dollar holders 

in the country are Hezbollah-linked organizations. Targeted for years by US sanctions, they had moved 

their money out of the banking system into cash dollars prior to the crisis, thereby gaining massively 

and, surely, increasing their political control in future. 

Looking for solutions to get the country out of its misery, I thought, initially, that exports could do the 

trick. However, it transpired that gold was amongst Lebanon’s biggest exports, because corruption and 

criminals had turned the country into a transit hub for smuggled gold from embargoed countries, from 

which countries like Switzerland cannot buy in direct. This was an eye opener for me to the secret 

illegal trafficking the gold industry has been experiencing for ages. It was this same route that Carlos 

Ghosn used for his famous escape, as it turned out his saviours were using a gold smuggling route that 

ran from embargoed Venezuela to Turkey, hence why the whole logistics for his escape was ready. 

http://www.melanion.com/
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I also saw why money printing is too big a responsibility to be in the hands of governments who can 

embark on a spending spree that enriches a few to the detriment of everyone else. 

I also saw that, during the financial crisis, the explosion, and a country-wide collapse in supplies of fuel, 

electricity, medicine, bread, water, and many other basic products, the banks and other financial 

intermediaries were preying on the victims, charging exorbitant fees on international remittances or 

converting them at the official rate for Lebanese pounds, which was as little as a tenth of the market 

rate (a black market rate, at that).   

Moving from Lebanon to Western Europe, in a post-Covid area, when government debt is spiralling 

and asset prices skyrocketing, I see the same pattern of history repeated. The 2008 financial crisis was 

due to banks taking on too much leverage. Now governments are doing the same. In the words of 

Satoshi Nakamoto when he invented bitcoin, “the root problem with our financial system is that banks 

must be trusted to hold on to our money, but they lend it out in waves of credit bubbles with barely a 

fraction of the reserve”. Same applies for governments. 

Looking at all these events from a bitcoiner’s perspective, I couldn’t but grasp the potential solutions 

a world with bitcoin could’ve found to these situations. Bitcoin would’ve protected my friends and 

family in Lebanon from their asset expropriation. Bitcoin can replace gold as a store of value, putting 

an end to the illegal gold trafficking routes. Bitcoin can bring us back in the West to the Gold Standard, 

the bitcoin standard, where bitcoin is sound money.  

Working in the financial industry, I was also able to analyse from a professional’s perspective the wild 

ride bitcoiners have taken over the past decade. They have been scammed, hacked, and robbed, not 

to mention being shaken by a level of volatility that would have left anyone traumatized.  

Being a fan of Darwinian’s theory of survival of the fittest, the fact that bitcoin has survived all of these 

events, any one of them enough to derail a well-established organization, highlights its resilience and 

inherent operational strength.  

My financial experience also tells me that bitcoin can be dangerous. Without proper regulation, it 

cannot unleash its full potential. Regulation must take place and, thereby, help the bitcoin 

infrastructure to develop business practices that will meet - even exceed - the best standards currently 

enjoyed by finance and other industries.  

With that, I believe bitcoin’s problems can be addressed and its power to build a better world can be 

fully realised. I want Melanion Capital to be an enabler of that process. I hope you can join us. 

 

Jad Comair 

CEO of Melanion Capital 
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I.WHAT BITCOIN IS 

A. Genesis 

It is well documented how the 2008 financial crisis exposed the frailties of the globalised financial 

system. The bankruptcy of one bank, Lehman Brothers, had consequences reaching every part of the 

world. How did its collapse have such big repercussions? 

The answer lies in our centralised and interconnected financial system, making it a house of cards. By 

removing one card, the whole building falls. That is what happened in the aftermath of Lehman’s 

bankruptcy, with banks falling or getting bailed out one after the other, from the biggest to the oldest. 

We do not know who Satoshi Nakamoto is, but we do know that he devised bitcoin specifically to 

address this problem. His now-legendary 2008 white paper [Nakamoto, S: Bitcoin: A Peer-to-Peer 

Electronic Cash System] marked a turning point for the world, launching a digital currency that is 

neither created nor administered by any third party.  

The reason for avoiding third parties was written into the very first block of the chain (the ‘blockchain’) 

on the bitcoin Network: “The Times 03/Jan/2009 Chancellor on brink of second bailout for banks”. 

These words were taken from the UK newspaper, The Times, on the day Bitcoin was launched and 

exemplified the worldwide failure of the financial system at that time. 

Then, the world was already in the throes of the Great Recession. Governments were struggling to 

make credit flow again and, in the USA, the 2009 Recovery Act began the money-printing process 

known as quantitative easing, with the Federal Reserve and, soon after, several other central banks 

buying government bonds and other assets in the hope of rescuing the global economy. More than 12 

years later, the world still floats - barely - on this ocean of ever-increasing government indebtedness. 

 

B. A technological revolution 

To address the problems inherent in our over-centralised financial system, Satoshi devised a 

technological solution based on a devolved payment process, open-source and peer-to-peer. At the 

same time as this decentralized system delivers a significant advantage for users, the bitcoin network’s 

security is assured by a consensus-driven algorithm known as blockchain. This relies on a ‘proof of 

work’ validation process for issuance and transactions.  

When someone initiates a transaction on the bitcoin blockchain, the transaction is added to a block. 

The required validation of the block is done through a process of ‘mining’. Each ‘miner’ will try to solve 

a cryptographic puzzle which is very hard to unravel, but easy to validate.  

The first miner who finds a solution will send it to others who will then check if it is valid. After 

validation by at least 51% of all miners, the first miner can add their new block to the chain. Once 

added, that block cannot be modified.  

The originating miner is compensated by the fees associated with subsequent transactions in their 

block as well as by the gift of a fixed number of new bitcoins. 

http://www.melanion.com/
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Figure 1: Steps in a bitcoin transaction 

 

C. From project to reality 

 

The first major users of bitcoin were black markets, with the first scandal coming to light in 2011 when 

the FBI raided and seized the owners of the Silk Road website. Silk Road accepted bitcoins exclusively 

as payment for drugs. It processed around US$214 million before it was shut down. 

This left a tarnished image for bitcoin that is yet to be fully cleaned. 

The following years saw the adoption of bitcoin by speculators, with many scam exchanges popping 

up on all corners of the world and attracting users in search of quick profit. On May 2013, US authorities 

seized the accounts of crypto exchange Mt Gox due to reports of missing funds. Investors lost their 

assets and the site was later shut down.  

This tarnished even further the image of bitcoin. 

From 2013 to 2016, the coin experienced huge price fluctuations, as well as forks, disputes, and even 

bans from countries like China. But this contrasted with steadily increasing adoption by the growing 

crypto-community.  

Institutional adoption was initiated in 2017 when the CME Group (Chicago Mercantile Exchange) 

announced it would list bitcoin futures. However, institutional investors only began to get involved in 

2020, when hedge funds, venture capital funds, and other professional investors began to put money 

into this new asset class1.  

Over the last year, several listed companies purchased bitcoin for their treasuries in order to diversify 

out of dollars and other currencies that might be devalued as inflation ticked up, post-pandemic. 

Universities such as Yale, Harvard, and the University of Michigan also allocated part of their capital to 

Bitcoin and initiated specific courses on the subject. 

Even before 2017 and the participation of the CME in bitcoin trading, an entire crypto-currency 

infrastructure had already been initiated, replicating the traditional ones for forex and commodities. 

These exchanges, custodians, intermediaries, and funds have flourished despite being outside the 

 
1 Chris Wood of Jefferies 

http://www.melanion.com/
https://www.timesnownews.com/business-economy/personal-finance/article/2020-has-been-the-year-of-institutionalisation-of-bitcoin-chris-wood/696232
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regulatory envelope. Consequently, they entail unknown or unknowable counterparty risks (when they 

are not actually scams).  

In more recent years, however, things have begun to change with Coinbase, the biggest of those new 

actors, finally embracing regulation. It became a listed US company and is now regulated worldwide.  

 

Figure 2: Coinbase total trading volume increases as Institutional Investors overtake retail (Source: Coinbase company filings) 

 

As the first of its kind and the enabler of many more innovative projects, bitcoin is being looked at with 

increasing interest by even the most established institutions. While the CME Group was first to bring 

bitcoin to institutional investors, Fidelity – a household name in financial products – now offers custody 

facilities for bitcoin while Eurex, the European counterpart to the CME, announced the launch of 

bitcoin ETN futures in September 2021. Those futures are physically backed by Bitcoin, which means 

that the path of institutional money into the currency is being made wider and smoother.  

Melanion Capital believes this interest from the new crypto-institutions in regulation, together with 

interest from established institutions in offering bitcoin products, shows that the currency is being 

accepted as the first of what seems sure to become a new asset class of crypto-currencies.  

 

II.THE BITCOIN TRANSITION  

 

With the ever-growing interest in bitcoin, it is interesting to assess the possible long-term effects of its 

likely mass adoption in the foreseeable future. To quantify the results of this transition on the world, 

we want to see if it can generate a positive and measurable social and environmental impact.  

In 2015, the United Nations General Assembly adopted 17 Sustainable Development Goals (SDGs) as 

part of the 2030 Agenda for Sustainable Development. This was an urgent call for action to end poverty, 

reduce inequalities, protect the planet, and promote peace in the world.  
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Figure 3: United Nation's SDGs 

 

In the following sections, we will analyse bitcoin’s different characteristics and we will use these 17 

goals as benchmarks to assess the possible impact of a bitcoin transition. 

 

A. Gold 2.0 

Gold and bitcoin present numerous similarities that might enable the currency to become the new 

‘digital gold’.  

First, the processes to, respectively, extract and issue gold and bitcoin are both energy-intensive, a 

feature shared by many stores of value, past and present, used across the centuries and the world.  

One could argue that shells, rocks, salt, silver, and gold, all past or currently used as stores of value, 

have attractions that derive from their scarcity. The way something is produced and its scarcity are 

closely linked. Something is scarce because it is hard to obtain or produce, so shells, rocks, and salt 

were abandoned when they became easy to get. In the same way, if something is hard to produce, it 

is hard to obtain and therefore scarce. 

For both Bitcoin and gold, the means of production are complicated and costly. However, bitcoin 

‘mining’ serves another purpose than just creating a currency, as it also ensures the security and 

validity of its network and transactions. Therefore, bitcoin mining, contrary to gold mining, has 

a virtuous utility which makes it superior. In short, bitcoin miners are both extractors and ‘guards’, 

while gold miners are merely extractors. 

Another point of difference is that bitcoin has a limited supply and its supply grows at a rate of 0.2% 

nowadays which will diminish with time, whilst gold supply has always grown at 1-2% per 

annum, which makes it scarcer. 

http://www.melanion.com/
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In a world where the bitcoin transition is complete; we believe people will have realized the production 

superiority of bitcoin and it will replace gold as the preferred store of value.  

 

Figure 5: Gold mining in Peru's Amazon rainforest is visible from the International Space Station (Picture from NASA) 

 

Over-arching bitcoin’s technically superior production is its environmental superiority. When 

comparing a gold mine (in effect, a huge man-made hole in the earth, often in ecologically vulnerable 

environments) and a bitcoin ‘mine’, common sense alone can comprehend 

the environmental superiority of the latter. 

 

Figure 6: Sunrise Dam Gold Mine open pit, Western Australia (Credit: Wikimedia Commons/Calistemon) 

http://www.melanion.com/
https://fr.m.wikipedia.org/wiki/Fichier:Sunrise_Dam_Gold_Mine_open_pit_11.jpg
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There are different ways to mine and process gold ore: 

• Hard rock mining, either in open pits that destroy their environment, or underground with 

inhuman working conditions as well as numerous, often fatal, accidents and disasters; 

• Alluvial mining (from rivers) which also entails inhuman working conditions, accidents, and 

disasters; 

• Cyanide can be used to process gold ore, but leads to destruction of biodiversity and is highly 

toxic to all living beings, 

• Mercury processing, mainly used in artisanal and small-scale mining, is also highly detrimental 

to the environment and poisonous to both animals and humans. 

 

While major corporate miners try to mitigate their environmental impact, there is an asymmetric risk 

profile as one incident can erase years of mitigation. Beyond corporate mining, millions work in 

artisanal mines, sometimes illegally, where there is little or no such mitigation.   

“Gold mining has an impact on the air and water quality, leads to cyanide leakages, 

and the loss of biodiversity. The extraction of gold from arsenic through roasting 

leaves behind arsenic oxide and sulphur oxide… if inhaled, it negatively affects 

human health. Sulphur oxide is released into the air contributes to acid rain. Acid 

rain erodes buildings with iron sheet roofs of shanty residences common in Obuasi 

and its surrounding communities. It raises the pH level of the soil, which affects 

plant yield” (P.M. Wan, The Extractive Inductries and Society, 2014) 

 

Gold mining is, unquestionably, highly detrimental to the environment, but it also bears huge social 

consequences to people living in mining areas. Often, these are subsistence farmers or livestock 

keepers. As mining operations pollute their land and water, they are forced to move as their soil cannot 

be farmed or grazed anymore. Alternatively, they can work in the mines, but at the risk of being left 

jobless after all the ore has been extracted. 

Additionally, gold mining often entails disrespect for human rights. It is estimated that one million 
children work in illegal artisanal mines2. For hours on end, they dig, crush, mill, and haul ore in the hot 
sun. They stand in water, digging sand and silt from riverbeds. They carry heavy bags of mud to 
processing sites. They suffer the effects of noise, vibration, overexertion, poor ventilation, and 
exhaustion.  

Children’s lives are also put at risk by rock-falls, explosions, collapsing tunnels and shafts, falling into 
open shafts and pits, and breathing air polluted by dust and toxic gases. Having immune systems that 
are not fully developed makes children especially vulnerable to dust and chemical exposure. Injuries 
include serious respiratory conditions, constant headaches, hearing and sight problems, joint 
disorders, and various dermatological, muscular, and orthopaedic ailments and wounds. 

 
2 International Labour Organization 

http://www.melanion.com/
http://www.ilo.org/ipec/areas/Miningandquarrying/lang--en/index.htm
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Figure 7: Child slave in Filipino gold mines (Credit: AsiaNews) 

 

“Thousands of children in the Philippines risk their lives every day mining gold. 

Children work in unstable 25-meter-deep pits that could collapse at any moment. 

They mine gold underwater, along the shore, or in rivers, with oxygen tubes in their 

mouths. They also process gold with mercury, a toxic metal, risking irreversible 

health damage from mercury poisoning.” (Human Rights Watch, 2015) 

Gold mining also has a track record of increasing social injustice. The mine-owners collect the biggest 

chunk of the cake, leaving locals with crumbs, a destroyed living environment, and depleted natural 

resources. It is a modern form of colonialism, stripping countries of their natural wealth to distribute 

it to foreign investors and, meanwhile, corrupting local political leaders. No wonder that Africa is the 

world’s poorest continent financially while at the same time being the world’s richest in minerals. 

 

 

http://www.melanion.com/
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In contrast, bitcoin mining is open to everyone, everywhere, with no human exploitation. We believe 

that a world where the Bitcoin transition is complete is a world where gold can be replaced, ending 

centuries-old environmental and social deprivation. 

Factoring in all the above, we estimate that a bitcoin transition with respect to gold meets 9 out of 

17 Social Development Goals. 

 
 

B. Monetary system 2.0 

Our current monetary system, partly inspired by the thinking of economics icon, J.M. Keynes, was 

developed during and after the Great Depression (1929-39). Keynes advocated a market economy but 

with an active role for governments during recessions and depressions, whereby central banks inject 

money into the economy through the purchase of government bonds and other assets.  

Simultaneously, there was another influential school of economic thought, the Austrian school, 

that prioritised an unconditional free market. Its proponents believe that the Keynesian approach 

creates financial crises because governments are not as efficient as the market. 

  

The current monetary system is neither Keynesian nor Austrian. The 1944 Bretton Woods accords 

revived the Gold Standard, abandoned in the 1930s, as the measure of sound money. However, in 

1971, President Nixon ended the link between gold and the US dollar, sending the world into the 

unknown of freely traded currencies. This fiat money model with which we now live has few economic 

principles to support it. Rather, it was decided unilaterally and overnight, 50 years ago. 

While one can argue that it has proven to be successful in countering financial shocks, especially in 

2008 and during the Covid pandemic, we can now see that we have boarded a train of spiralling debt 

and financial repression but do not know how to get off.  
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The Figure 8: Debt of US Government held by the Public (Data from the Congressional budget office).  

The risk of implosion in the current monetary system is far from negligible. The prudent need to be 

prepared for this; we think bitcoin could be the insurance that is required. 

From a social perspective, our modern monetary system has had a terrible effect on wealth 

distribution. Critics such as the French economist, Thomas Piketty, have noted that it tends to increase 

income and wealth inequalities. Those concerns have been validated by evidence from central banks 

such as the Bank of England in 2012, which published a report stating that as much as 40% of the 

economic gains from quantitative easing went to the richest 5% of British households3.  

And since any inflation, however modest at first, can help employment only so long 

as it accelerates, adopted as a means of reducing unemployment, it will do so for 

any length of time only while it accelerates. “Mild” steady inflation cannot help—it 

can lead only to outright inflation. That inflation at a constant rate soon ceases to 

have any stimulating effect, and in the end merely leaves us with a backlog of 

delayed adaptations, is the conclusive argument against the “mild” inflation 

represented as beneficial even in standard economics textbooks. 

 

(Friedrich Hayek, 1984) 

 
3 https://www.bankofengland.co.uk/-/media/boe/files/news/2012/july/the-distributional-effects-of-asset-
purchases-paper 
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By constantly printing money, the current system is a mechanism for creating social inequality. The 

wealthy can invest readily in assets that counteract inflation, while the poor live in ever-increasing 

debt. Effectively, therefore, we are transferring wealth from the poorest to the richest. 

If, as Melanion Capital believes, the bitcoin transition becomes reality, with central banks adopting a 

‘bitcoin standard’, we think it will reduce this money-printing mechanism that profits only the 

wealthiest. 

One can extend the implications of the bitcoin transition to many more fields than finance or wealth 

distribution. Jack Dorsey, CEO of Twitter, thinks bitcoin could bring world peace and there are many 

who agree. They argue that money printing is a very powerful machine, especially in the wrong hands. 

With an unlimited supply of money, governments can help their citizens in times of crisis, such as the 

Covid pandemic, but they can also finance armies, weapons, and wars.  

It is estimated4 that, in the past 20 years, the US government has spent eight trillion dollars to conduct 

counter-terrorism activities in 85 countries, with devastating results. Apart from the recent total failure 

of the Afghanistan campaign, these activities were directly responsible for the death of approximately 

one million people; the indirect toll is several times higher. These wars have been accompanied by 

violations of human rights and civil liberties in the U.S. and abroad, and allied countries have followed 

a similar path.  

Were the money-printing machine less easy to manipulate, one can only wonder how many battles 

could have been avoided, past, present, and future. This would lead to meeting 3 SGD goals. 

 

 
 

C. Financial Inclusion 

"Financial services can help drive development. They help people escape poverty by 

facilitating investments in their health, education, and businesses. And they make 

it easier to manage financial emergencies—such as a job loss or crop failure —that 

can push families into destitution.1 Many poor people around the world lack the 

financial services that can serve these functions, such as bank accounts and digital 

payments. Instead, they rely on cash—which can be unsafe and hard to manage. 

That’s why the World Bank has made it a key priority to promote financial 

inclusion—access to and use of formal financial services." - (World Bank, 2017) 

Melanion Capital believes bitcoin and the entire crypto-currency infrastructure surrounding it can take 

banking to the most remote places. Crypto-currencies offer numerous ways to provide financial 

 
4 https://watson.brown.edu/costsofwar/ 

http://www.melanion.com/
https://watson.brown.edu/costsofwar/
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services to the unbanked. In just ten years, the crypto-currency network has built decentralized 

organizations, decentralized voting systems, decentralized exchanges, and more. It is already bringing 

financial services and electoral power to many who have never experienced either previously. 

The power of financial technology to expand access to and use of financial services is demonstrated 

most persuasively in sub-Saharan Africa, where 21 percent of adults now have a mobile money 

account, nearly twice the share in 2014 and easily the highest of any region in the world. While mobile 

money was originally centred in East Africa, it has since spread to West Africa and beyond, as shown 

in the graphic, below. 

 

 

Figure 10: Adults without an account owning a mobile phone, 2017 (Source: Global Findex database; Gallup World Poll 2017) 

When the bitcoin transition is complete, the unbanked will gain access to a cost-efficient financial 

system. 

1) Reduce poverty 

Being financially decentralized, the world in which the bitcoin transition is complete would not be 

under the perverse hegemony of the US dollar. According to Alberto Cossu5, the dollar hegemony 

greatly benefits the USA which can borrow money from other countries at low cost. However, it is 

greatly detrimental to other countries who must borrow at a higher cost. It also disadvantages 

American workers and lower classes as American products cost more than those from abroad. 

 
5 Dollar hegemony and Inequalities, Alberto Cossu, lecturer in media and communication, University of 
Leicester 

http://www.melanion.com/
https://www.vision-gt.eu/news/economics/dollar-hegemony-and-inequalities/
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The current monetary system uses unlimited supplies of fiat currencies to benefit the wealthiest. We 

believe that will be impossible with bitcoin. A world where the bitcoin transition is complete is one 

where the system can be of greater benefit to the less well-off. 

 

2) Reduce inequalities 

As an alternative to the established financial system, bitcoin is seeing wider adoption as a form of 

money in poor countries. In those countries, the weakness of the financial system is nearly life-

threatening, making bitcoin a highly appealing alternative.  

In richer countries, however, a robust financial infrastructure makes bitcoin look more like a 

speculative asset. Consequently, poor countries which adopt bitcoin in the transition’s early stages will 

benefit more than richer countries. 

In short, we believe the bitcoin transition will truly reshuffle the cards. For what could be the first time 

in history, wealth will be transferred from the rich to the poor and not the other way around. The poor 

may still be poor and the rich may still be rich afterwards, but the differences will have been reduced 

substantially. 

A world where the bitcoin transition is complete is one where wealth has been redistributed and 

inequalities reduced. 

  
Figure 10: Inequalities and discriminations are exacerbated through financial exclusion (Data from the Global Findex database) 

 

3) Help minorities 

There are many more women and minorities among the unbanked. Financial exclusion is, in effect, 

weaponized in order to oppress minorities and increase inequalities. Guided by the laws and politics 

of the countries in which they operate, banks can be used to discriminate among their customers6. 

In contrast, anyone with an internet connection can open a bitcoin account because it does not 

discriminate, nor can it be used to discriminate. Bitcoin is therefore a prime choice for avoiding 

financial exclusion. 

 
6 In Qatar for example, a woman needs her husband’s agreement to open a bank account. 

http://www.melanion.com/
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In a world where the bitcoin transition is complete, exclusion of minorities from the financial system 

will not be possible. By retaking control of their wealth, minorities will have more ways to resist their 

oppressors. 

 

4) Remittances and donations 

It is well documented that global remittances and charitable donations are a big contributor to 

reducing poverty around the world. However, it is also well known that these money transfers, 

whether through banks or through independent operators such as Western Union, are charged 

penalizing transaction fees and spreads. 

According to the World Bank7, sending remittances costs an average of 6.38 percent, worldwide. 

Cutting these costs by only five percent could save up to US$16 billion every year. A similar percentage 

saving would apply to charities and their money transfers around the world. 

The remittance and charity markets could be the biggest winners in the bitcoin transition, helping them 

fight poverty by avoiding established intermediaries who have been preying on their transfers for 

years. 

It is precisely this vision that led El Salvador recently to adopt bitcoin as legal tender in order to reduce 

high charges on remittances representing 20-30% of the country’s GDP. Salvadorians around the world 

can now send money in bitcoin and fiat at much lower cost.  

El Salvador has also embarked on the installation of bitcoin ATMs all around the country, while its 

pioneering action has caught the attention of other developing nations. They are now considering the 

same initiative. 

In 2020 alone, El Salvador received $6 billion in remittances8, amounting to 23% of GDP, with 70% of 

the population receiving international payments. This led Salvadorian President Nayib Bukele to 

estimate the fees paid to service providers such as Western Union and MoneyGram at $400 million 

(i.e., about 7% of $6bn). 

Bitcoin is also used extensively to send money to Africa, with $8 billion remitted between July 2019 

and June 2020. The figure covered approximately four million transactions, implying that, for the 

average transaction of $2000, many considered bitcoin to be the best option.  

As such, bitcoin contributes to the mobilization of additional financial resources for developing 

countries from multiple sources, meeting the 17th SDG goal: partnership for the goals. 

As documented by the United Nations Secretary-General’s office in 2018, digital financial inclusion 

could act in 13 SDGs9: no poverty, zero hunger, good health and well-being, quality education, gender 

equality, clean water, affordable and clean energy, decent work and economic growth; industry 

innovation and infrastructure, reduced inequalities, sustainable cities, climate action and peace, 

justice and strong institutions. 

 
7  https://remittanceprices.worldbank.org/en 
8 CNBC 
9 
https://sustainabledevelopment.un.org/content/documents/2655SDG_Compendium_Digital_Financial_Inclusi
on_September_2018.pdf 

http://www.melanion.com/
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By reducing fees and charges, the bitcoin transition is likely to have a positive social impact by 

reducing financial services costs for those least able to afford them, meeting those 13 SDG goals as 

well as the 17th goal. 

 
 

 

D. AML 2.0 

 

The past 10 years have been full of headlines reporting the use of bitcoin by criminals. Since the Silk 
Road scandal, the first of many, the media have been flooded with news of bitcoin's use in illegal 
activities, including money laundering and funding terrorism.  

These crimes have also raised concerns among regulators, law enforcement leaders, and politicians 
around the world. Rightly so: crypto-currencies enable criminals to bypass rules and regulations 
that took years in the making. 

However, it is not only criminals who take advantage of those areas of financial services that are lightly 
regulated, or not regulated at all. Legitimate banks have already paid around US$10 billion in fines 
because of their manipulation of forex markets, especially following the 2008 financial crisis. Bank 
traders used the lack of regulation and control in OTC-traded forex to manipulate settlement prices to 
the benefit of their employers. 

That is not all. In September 2020, Buzzfeed released a cache of some 2,500 documents, being the 
regulatory reports registered banks are required to make of all suspicious transactions executed by 
them. The documents became known as the FinCEN Files, named for the US Financial Crimes 
Enforcement Network, the division of the US Treasury Department responsible for countering financial 
crime. The files revealed that, between 2000 and 2017, around US$2 trillion (that is, two followed by 
no fewer than twelve zeroes!) of these suspicious activities had been recorded by the banks. And that 
is just the US-regulated ones. 

As the graphic shows, Deutsche Bank alone reported over US$1.3 trillion in suspicious transactions in 

the span of seventeen years. Had these files not been leaked, the public would have never known. That 

http://www.melanion.com/
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shows, once again, how little trust can be placed in modern financial institutions. Such chicanery is 

impossible with bitcoin because the blockchain is, by design, open to public scrutiny at any time. 

 

Figure 11: Top five banks by reported suspicious transactions in FinCEN files (US$ bn) (Data from Buzzfeednews) 

 

That is why the biggest illicit transaction in crypto-currencies has been the relatively paltry (by 

comparison with the FinCEN files) August 2021 theft of $600 million in coins from PolyNetwork. 

Anybody could view the thief’s digital wallet online and see if he was sending the stolen coins to 

anybody. It was, therefore, impossible for him to spend or exchange the coins and he ended up 

returning all of the stolen funds. 

At the same time, with such a blackened record, it is easy to understand why banks are reluctant to 

get involved in crypto-currencies, where regulation is either inchoate, unclear, or non-existent. The 

risk to their reputations, already sullied by their part in causing the Great Recession, as well as by the 

already-noted record of compliance failures, is simply too great.  

It is clear, therefore, that regulation of crypto-assets is coming and, over time, will establish practices 

and procedures that will make the industry an acceptable new field of activity for the established, but 

highly regulated, industry players. 

Regulation will also make it much harder for criminals to use bitcoin for nefarious purposes. As we 

have already seen, the currency has a technological advantage over fiat, with much greater 

transparency into transactions on its network. 

It is, therefore, easy to track criminal activities on the blockchain and prevent them. Moreover, because 

everything is stored on bitcoin's public ledger, regulators could apply regulations retro-actively while 

investigators would have ready access to all digital wallets without any need for court orders. 

Bitcoin will help minimise, even prevent, criminal activities. SDG’s 16th goal. 

$22 

$64 

$166 

$514 

$1,311 

Barclays

Bank of New York Mellon

Standard Chartered

JPMorgan

Deutsche Bank

Top five banks by reported suspicious transactions in FinCEN 
files, 2000-2017 (US$ bn)

http://www.melanion.com/
https://www.buzzfeednews.com/article/jasonleopold/fincen-files-financial-scandal-criminal-networks


 
 

19 
 

The Bitcoin Transition www.melanion.com 

 
 

E. Individual sovereignty 2.0 

In a world where the bitcoin transition is complete, personal possessions could escape the reach of 

third parties and bring about true individual sovereignty. 

To face its financial crisis in 1992, the Italian government decided overnight to confiscate 0.6% of all 

money in retail bank accounts. This shows the absurd level of control which even the most democratic 

governments can have on their citizens’ property and wealth. Individual sovereignty is meaningless 

when people can be stripped of their assets by governments trying to tackle problems they have 

created but cannot solve. 

Being decentralized, bitcoin escapes government controls; it escapes anyone’s control. Bitcoin does 

not discriminate or even offer a way for third parties, including the authorities, to steal an individual’s 

sovereignty. 

A world where the bitcoin transition is complete is a world where individual sovereignty is protected 

automatically and without recourse to law. 

Bitcoin is already seen as an alternative by many who have been victims of flawed institutions. Using 

it, citizens of different countries have been able to: 

·       resist inflation, 

·       resist dictatorships, 

·       and reduce inequalities around the world. 

According to the Human Rights Foundation, more than half of the world’s population is living under 

authoritarian regimes. In Venezuela, where inflation rose to 1 million percent annually and more than 

a million people fled the country, a US dollar wire transfer into bolivares is charged fees as high as 

56%10. Bitcoin has, therefore, been used increasingly by Venezuelans both to transfer money and 

counter rampant inflation. 

Investing time and resources in bitcoin could help billions of people whose wealth is controlled by 

tyrants. 

Investment in bitcoin encourages the emergence of a new economy which neither increases 

inequalities nor enables economic tyranny. SGD’s 10th and 16th goal. 

 

 
10 Alejandro Machado, crypto-currency researcher at the Open Money Initiative 
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F. Bringing a technological revolution 

More than ten years ago, the technology to make digital cash was engineered with the creation of 

bitcoin. This technology has since been used by many, transformed by some, but always with the goal 

of sharing the currency’s values and furthering its adoption. Crypto-currency projects were developed 

with the goal of bringing financial services to anybody without the intervention of a third party. 

The technology behind bitcoin enabled the creation of decentralized autonomous organizations 

(DAOs) that manage charities or voting systems. The most recent development of what is known as 

DeFi (Decentralized Finance) allows anybody with internet access to borrow or lend crypto-currencies, 

get insured, or even use asset management services, all executed directly. 

Bitcoin and other crypto-currencies have started a transition, the bitcoin transition, which Melanion 

Capital is certain will shake the current financial system and improve it, correcting the inequalities and 

scams it nourishes. 

Investing in bitcoin supports a technological revolution and fosters the transition to a better world. 

SGD’s 9th goal. 

 
 

III. IS BITCOIN THE BEST SOLUTION? 

When a resource becomes essential to competition but inconsequential to strategy, 

the risks it creates become more important than the advantages it provides (N.G. 

Carr, 2003). 

A. What it doesn’t solve, yet 

 

There are also some fierce critics of bitcoin, many of them so-called ‘altcoiners’ claiming to have a 

better solution. Just as bitcoiners believe their model is superior to gold, altcoiners believe their coins 

are superior to bitcoin (and gold).  Bitcoin cash is one example. It is a fork of bitcoin that is supposed 

to manage a higher number of transactions, thereby beating bitcoin on costs. However, while many 

http://www.melanion.com/
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altcoins improve on bitcoin in terms of scalability, yet none has managed to improve on its breadth of 

adoption. 

Some altcoins use ‘proof of stake’ rather than bitcoin’s ’proof of work’ validation. The former requires 

much less energy to run. Yet, while altcoins may lead bitcoin on energy consumption, none is more 

widely adopted. 

Furthermore, altcoins with smart contracts have been able to build DAOs, exchanges, etc. Despite that, 

none has been able to overtake bitcoin. 

Reading all of those arguments, it is not easy to remain convinced of bitcoin’s superiority. However, 

the real question is not how, but why? 

When Charles Darwin wrote The Origin of Species, he was challenging creationists by trying to 

understand why and not how. The same question should be applied to bitcoin. Why has it survived so 

long? How is it that thousands of altcoins, forks, and parallel chains imagined, created, or conceived 

afterwards did not dethrone it?  

The problems of bitcoin are well documented, yet its adoption rate keeps growing. Only the future can 

tell if an altcoin can replace it but, for the time being at least, it has proven to be the most resilient 

among all crypto-currencies.  

In many ways, we humans prefer comfort to innovation. Take first names as an example. There seems 

to be a cycle when it comes to naming children as their parents try to be original but end up using old 

favourites – or just old names. For something innovative to be accepted it needs to be so ground-

breaking it cannot be ignored. Bitcoin, the original, is. Altcoins are not.  

Another reason for bitcoin’s widening adoption is that its creator remains unknown to this day. In 

contrast, most if not all altcoins have a known founder whose wealth is heavily invested in the success 

of their coin. Adoption of bitcoin enriches the whole bitcoin community, not just its founder. 

In fact, the reason for one’s belief in bitcoin doesn’t matter. As Lloyd Blankfein, former CEO of Goldman 

Sachs, put it:  

‘If there is a consensus that bitcoin has value, then it will have value’  

Our race is a social race, and money is a system of belief. Like any belief, it thrives the more others also 

believe. For now, there is a ‘crypto-consensus’ for bitcoin to be the reference crypto-currency.  

Only a critical mass of adoption - or belief, if you prefer - will bring us to a full bitcoin transition and it 

is much harder to advance this process with a young altcoin. In any case, it is not a race, with only one 

winner: altcoins can thrive in parallel to bitcoin. 

In short, bitcoin is up and running, so let us see what we can do to address its weakness rather than 

condemning it or promoting the alternatives for which we have exposed so many weaknesses. 

Bitcoin comes with different issues, some of them already solved at least partially. In any case, none 

of those issues are serious enough to threaten the revolution. That is why bitcoin remains at the very 

top of the crypto-currency pyramid. 

http://www.melanion.com/
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B. What needs to be done to tackle bitcoin’s real issues 

 

1. Regulation of the trading flux 

Bitcoin maximalists argue for total liberty. It is a way to escape their legal obligations, rendering them 

free from tax, justice, or responsibility towards any state. This idea is exploited by a few, who seize the 

opportunity offered by the lack of regulation to further their own nefarious ends. 

As long as regulators will not do what they need to do, we will keep hearing of bitcoin-related illicit 

activities. However, bitcoin does not enable money laundering any more than a dollar bill does. Rather, 

unlike the managed, governed, and regulated greenback, its lack of proper legal restraint attracts 

criminal behaviour.  

A parallel with the internet is clear. It was not because the internet was designed for criminals that 

pornography was the first industry to thrive on this then-new platform, but because regulators were 

behind the curve – and still are. 

 

2. Regulation of bitcoin mining 

The main issue we have not addressed is the problems bitcoin does not solve. While we think it is the 

best alternative to gold, its electricity consumption, estimated to equal that of a country such as 

Argentina, is a real problem. 

 

Figure 12: Bitcoin estimated and hypothetical range of Electricity Consumption from 2017 to 2021 (Source: Cambridge Bitcoin 
Electricity Consumption Index) 

 

The solution is not the responsibility of bitcoin. Only humans can solve it. Either we develop a non-

energy-intensive crypto-currency or we do something about achieving sustainable energy production 

http://www.melanion.com/
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everywhere. Since there are already sustainable means of electricity production, we - individuals, 

corporations, governments - should encourage and promote them relentlessly.  

Elon Musk, founder of Tesla and an early bitcoin adopter, highlighted this problem and we have seen 

numerous ‘green bitcoin’ endeavours since, as well as government bans on bitcoin mining powered by 

energy from fossil fuels.  

Additionally, the miners need capital, meaning their investors can bring pressure to bear on them. With 

a world shifting slowly but surely to ESG investing, chances are high that bitcoin miners will soon be 

unable to raise capital for their equipment – or even their electricity bills. 

Bitcoin miners are also relocating to areas with abundant and underexploited natural sources of 

energy, such as Iceland or Canada.  

A world in which the bitcoin transition is complete is, we believe, one where populations will live as 

close as possible to such natural energy sources, reducing the cost and inefficiency of long-distance 

power transmission, meeting 4 of SGD’s goals. 
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CONCLUSION  
 

If anything is to be learned from the comparison analysis we have done, it is that on many fronts the 

world will be a better place with bitcoin than without. 

Satoshi Nakamoto’s invention was designed to make the world a better place. It has been attracting a 

growing number of adopters. 

Technologically, his genius lies in blockchain, but he achieved much more than that. He showed the 

way to a better world with a better financial system, a better store of value, and a more socially 

balanced environment. 

In January 1999, Europeans exchanged their national currencies for euros. A currency transition has 

been done in the past and can be done in the future. 

However, while the euro was the creation of politicians, the bitcoin transition will be democratic, 

without frontiers, and by the people for the people. 
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