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Secrecy is Bitcoin’s Great Advantage, Potential Achilles Heel

Bitcoin Uses and Forecasted Scenarios in Future Development

Potential Future Scenarios

Current Uses
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Bitcoin is designed to be deflationary
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— Payment Platform
~ Transaction Processing —»  Bitcoin’s potential for lower transaction costs could
Bitcoin users do not pay transaction fee.s (except allow it to evolve into a platform for transferring
when converting to other currencies) money, particularly internationally
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.‘ Niche Product
Publicity @ = semccccccccecceee—————— —» A mid-case scenario for Bitcoin is for the currency to

continue on its current trajectory; loved by its
advocates but spurned by the mainstream

Some businesses have agreed to accept Bitcoins, often
as a way of appealing to the currency’s constituency

Popped Bubble
_____________________ —»  Should Bitcoin’s price continue falling, speculators

could abandon the currency, sparking a continued
downward spiral

Speculation
Supporters purchase the currency in hopes of profit

Anonymous Financial Activity
Silk Road, the recently shuttered online illegal
marketplace, ran on Bitcoin’s anonymity

Analysis
* Bitcoin, the most prominent of digital crypto-currencies, has drawn significant attention since its introduction in 2009
* The optimistic case for Bitcoin rests on the idea that its anonymity and low transaction costs will allow it to boom as a method for financial
transactions—or as a platform for potential financial innovations akin to the infrastructure underlying today’s internet
* Pessimistic scenarios range from concerns that lack of security will impair mainstream adaptation, to worries that price increases will lead it
to collapse in a speculative bubble, to projections that criminal usage of Bitcoin will lead to governmental sanctions against the currency

Sources: Matthew O’Brien, “Bitcoin is the Segway of Currency,” The Atlantic, Nov. 21, 2013; Timothy Lee, “I 2 Questions about Bitcoin you were too embarrassed to ask”
Washington Post, Nov. 19, 2013 Brett Scott, “Bitcoin: Three scenarios forecast the future of money,” The New Scientist, Feb. 7, 2014



