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			Introduction

			Straight Talk About Crypto and Profitable Investing

			“In investing, what is comfortable is rarely profitable.”

			–Robert Arnott

			On December 11, 2022, law enforcement officers of the Bahamian government arrested Samuel Bankman-Fried (aka SBF), the founder of the collapsed cryptocurrency exchange FTX and darling of the political class, at the request of the US government, specifically the federal prosecutors at the Southern District of New York.

			The collapse of FTX is a saga of multiple unfolding old-fashioned and new crypto-specific crimes. FTX leveraged its customers’ stakes and lost millions, gutted many investor funds, and crushed retail investors lured into buying FTT tokens, which were propped up by selling FTT tokens to Alameda Research. Many crypto asset managers and prominent investors lost most of their worth.

			SBF became a headline and a poster boy for the crypto skeptics. Yet as with many aspects of crypto’s young history, the FTX situation was widely misunderstood. FTX at first wanted to be the NASDAQ of a maturing crypto asset. It took customers’ orders, set up accounts, and centralized crypto trades. Customers no longer owned those assets, just as with stockbrokers. Many people trusted FTX, a crypto exchange that had established a strong brand and even done a Superbowl ad, to keep their funds safe. However, only those who were tech-savvy enough chose to withdraw their crypto and store it in self-custody. The majority left their crypto on the exchange, unaware of the risks involved.

			Bankman-Fried took those assets and washed them into a business shot through with corrupt, sloppy, and criminal practices. These assets were utilized to finance FTX’s sponsorships with prominent personalities like Tom Brady and Steph Curry, along with political campaign contributions. However, any crypto owner who maintained self-custody of their assets had nothing to worry about. Self-custody is a great feature of cryptocurrency where users can use a self-hosted software or hardware wallet.

			[image: ]

			“[T]he FTX Group’s collapse appears to stem from the absolute concentration of control in the hands of a very small group of grossly inexperienced and unsophisticated individuals who failed to implement virtually any of the systems or controls that are necessary for a company that is entrusted with other people’s money or assets,” testified John J. Ray III before the US Congress. Ray is the CEO of FTX, responsible for steering the ruined company through bankruptcy and dissolution. Ray said:

			Some of the unacceptable management practices at the FTX Group identified so far include:

			•The use of computer infrastructure that gave individuals in senior management access to systems that stored customer assets, without security controls to prevent them from redirecting those assets;

			•The storing of certain private keys to access hundreds of millions of dollars in crypto assets without effective security controls or encryption;

			•The ability of Alameda, the crypto hedge fund within the FTX Group, to borrow funds held at FTX.com to be utilized for its own trading or investments without any effective limits;

			•The commingling of assets;

			•The lack of complete documentation for transactions involving nearly 500 investments made with FTX Group funds and assets;

			•The absence of audited or reliable financial statements;

			•The lack of personnel in financial and risk management functions, which are typically present in any company close to the size of FTX Group; and

			•The absence of independent governance throughout the FTX Group.

			SBF was convicted of two counts of fraud and five counts of conspiracy in November 2023. He faces a sentence (to be determined in March 2024) of up to 110 years in prison. He is also awaiting trial for another set of charges, where he is accused of foreign bribery and bank fraud conspiracies.

			What Every Citizen and Investor Can Learn

			Amidst arrests, accusations, media frenzy, and political turmoil, millions of investors can learn a valuable lesson.

			In (Re)Thinking Crypto, I will address this looming need. I will walk you through the ABCs of learning crypto through the prism of the first emergence of bitcoin and crypto assets through the tumult of 2022 and 2023. My hope is that the book returns crypto to the roots of its appeal—of being transparent and decentralized.

			The book will document the changes in transparency and investor protection that some exchanges have implemented since the fall of FTX. It will also lay out the most promising proposals for a federal law that spurs, not crushes, crypto innovation while providing guardrails and helping the industry to self-police. I will teach you how to make investment decisions based on reliable quality analysis and information.
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			In addition, I will tell you my story about how I arrived in Queens at age eight, the son of Guyanese immigrants. My family started out in a cramped basement apartment, and my parents worked double shifts to earn every opportunity for their children. I have been in the crypto market since late 2016, but I started my career in digital marketing in 2007 and worked in almost every division. I own more than ten websites that generate extra income. I am the founder and host of the Thinking Crypto YouTube channel and podcast, and I have extensive experience with cryptocurrencies, digital assets, and blockchain. I was also the Organic Growth Marketing Manager at Okcoin and OKX crypto exchanges. So far, I am a successful entrepreneur and investor, and I share my story in hopes that it will inspire you and others to pursue their dreams.
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			From my perspective, the promise of cryptocurrency is rooted in the American ethos of breaking societal molds to succeed as an entrepreneur or investor. To do so, one must seek out disruptive technologies and industries and stay ahead of the adoption curve, as evidenced by the success of past disruptors in US history, such as the lightbulb, automobile, the internet, and so forth.

			Bitcoin is one of those disruptive breakthroughs. With Bitcoin, for the first time in history, retail investors front-ran the institutional investors. You didn’t have to be an accredited investor to own Bitcoin and other cryptocurrencies. A billionaire could own Bitcoin—and so could the Average Joe or Jane. Bitcoin is a social network of money where the individual owner benefits from network effects—not a mega tech brand.

			Think of a social network such as Facebook: users participate on the platform, Facebook monetizes their activity, but users do not share in the financial gain of the company. With a financial network such as Bitcoin, users benefit from its growth and adoption. Bitcoin is also the truest form of money as it is hard-capped, cannot be inflated like fiat,1 and is divisible, trackable, easily transportable, and immutable—all because of the underlying blockchain tech.

			The whole point of crypto is a paradigm shift in technology. (Re)Thinking Crypto is for the investors who want to build the blue-chip crypto portfolios of tomorrow. To do that, you need to be literate in risk management and crypto investing. I will explain to you tips and traps on crypto investing, such as:

			•“Do your own research” means work; it is a rigorous process but foundational to investing success

			•Don’t fall for FOMO—a common theme in the current investing climate with fast-moving assets such as crypto and some stocks

			•Recognize how to avoid the pump and dump trap

			•Learn how much you can safely invest through centralized exchanges then move to self-custody

			•Read the market effectively and understand the cycles

			•Diversify your portfolio

			•Have a long-term outlook on the market and what that means

			•Learn the tax laws and follow them

			•Be your own bank

			•Don’t trust but verify

			•Learn the most critical trends for investors—based on dozens of innovators and leaders

			(Re)Thinking Crypto goes beyond just my recommendations and advice. As we enter the token economy, where everything will be tokenized on the blockchain, I provide an in-depth explanation of the unbanking of crypto and its implications. I will present various use cases of blockchain technology in different industries such as manufacturing, healthcare, insurance, finance, and real estate. Additionally, I will discuss the potential of central bank digital currencies and stablecoins in the future, and how decentralized finance (DeFi) differs from centralized finance (CeFi). I’ll also explain how the failures of CeFi have strengthened the need for DeFi. I will also give you sound guidance on how an active, informed, and highly successful investor (me!) evaluates opportunities in the crypto market.

			Finally, as we enter a new era of crypto adoption post-FTX collapse, the book closes with major announcements that are causing a new level of excitement and energy for crypto. From TradFi Wall Street giants who are joining the roster of other crypto players to the myriad companies who issued Bitcoin Spot ETFs, I clarify why this is an extensive win for crypto advocates.

			Crypto is here to stay and even the naysayers are capitulating. Yes, the downfall of FTX and other crypto startups caused some chaos, but the silver lining is that Wall Street giants are here to clean up the mess and offer better and safer solutions. In addition, regulators are putting guardrails in place to protect investors, and innovators are building more trusted solutions to help usher in the next billion users to crypto.

			

			
				
					1	“Fiat money is a government-issued currency that is not backed by a physical commodity, such as gold or silver, but rather by the government that issued it. The value of fiat money is derived from the relationship between supply and demand and the stability of the issuing government, rather than the worth of a commodity backing it. Most modern paper currencies are fiat currencies, including the U.S. dollar, the euro, and other major global currencies.” James Chen, “Fiat Money: What It Is, How It Works, Example, Pros & Cons,” Investopedia, July 5, 2023. https://www.investopedia.com/terms/f/fiatmoney.asp#:~:text=Fiat%20money%20derives%20its%20value,parts%20of%20the%20business%20cycle.

				

			

		

	
		
			Chapter 1

			The Worth of the Anchor

			“In order to realize the worth of the anchor we need to feel the stress of the storm.”

			–Corrie ten Boom, Holocaust survivor, resistance fighter against the Nazis, writer

			“Change is the law of life, and those who look only to the past and present are certain to miss the future.”

			–President John F. Kennedy

			As of 2022, the number of cryptocurrencies in the market was around 12,910, with a total market capitalization of $850 billion, according to CoinMarketCap. However, the industry is grappling with numerous challenges, including scammers, hackers, and fraudsters, which has led to the failure of at least 2,421 cryptocurrencies, as per Coinopsy.

			As the crypto industry grew and millions of consumers started coming into the asset class to invest, crypto exchanges generated gushers of revenue. When the exchange Coinbase went public, it took the crypto market to the next level. This opened opportunities for other exchanges to come in and grab market share, to get a slice of the pie.

			FTX came out of nowhere for many, including me. Samuel Bankman-Fried (SBF) wasn’t known to the professional crypto industry. SBF had a ton of family money, he had political connections, and he had made a fortune arbitraging Bitcoin’s price between Japan and the US. Bankman-Fried used revenue from that play to start FTX. He had some level of credibility, therefore, and he was spreading money around causes and political candidates. He started making the rounds of legislators and regulators in Washington, and before we knew it, another tech genius entrepreneur cult of personality began. He raised a good amount of capital from some big-time investors and built FTX.
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			Now, FTX didn’t start as a scam. It started as a legit exchange. Suddenly, they were worth billions and acted and spent like a global brand in the marketing game. Truth be told, I thought about sending them my resume. Thank goodness I never did.

			Within a few weeks, SBF went from tech celebrity to the next fraudulent meltdown and rip-off, forever to be mentioned in the same sentence as Elizabeth Holmes and Adam Neumann.

			Now FTX is part of the worst scandal to happen in crypto history. SBF also founded the trading firm Alameda Research. FTX and Alameda were supposed to be operating separately, but a CoinDesk report on November 2, 2022, suggested that their finances might be suspiciously close. The balance sheet of Alameda was largely made up of FTT tokens that FTX created and was using those tokens as leverage to make risky bets on other cryptocurrencies and other financial products. Customers heard this news and hurried to cash out. In twenty-four hours, the coin went from twenty-two dollars to five dollars, and SBF lost $32 billion, leaving millions of customers wondering if they would ever get their money back.

			The collapse of FTX caused an ongoing ripple effect:

			•FTX gave BlockFi a $400 million line of credit. After the crash, the credit disappeared and BlockFi had to file for bankruptcy. According to court documents, BlockFi owes between $1 billion and $10 billion to some one hundred thousand creditors.

			•Analysts have been watching Genesis, another crypto lender and FTX client. Genesis and its parent company, DCG, owe customers over $900 million; they haven’t been able to access funds since November 2022—a creditors’ committee is negotiating an agreement to prevent bankruptcy. In January 2023, Genesis filed for bankruptcy and laid off one-third of its employees. In September 2023, DCG said in a court filing that it expects to provide a recovery of 70 to 90 percent for all unsecured creditors.

			•There were three hundred FTX and Alameda employees who were blindsided by the allegations.

			•The fraud destroyed confidence in the cryptocurrency market.

			•Investors questioned the stability of cryptocurrency, and we are only starting to rebuild trust.

			•It has spurred various federal players to reactive regulation efforts, potentially undermining crypto’s strengths which are that it is decentralized and transparent. Cryptocurrency is mostly unregulated in the US, but thanks to FTX and other scams, lawmakers are now calling on Congress to provide clearer guidelines on cryptocurrency exchanges.

			FTX’s ties with regulators left more wreckage. FTX’s general counsel Ryne Miller was legal counsel for Gary Gensler, current chair of SEC and former CFTC chair. FTX’s former head of policy and regulatory strategy, Mark Wetjen, was the former acting chairman and a commissioner at the CFTC. Another former CFTC commissioner, Jill Sommers, served on the FTX US Derivatives Board of Directors. In December 2022, SEC General Counsel Dan Berkovitz, who used to be a commissioner of CFTC, announced his retirement after only a little over a year in the position. Some observers wondered if his retirement was because of the relationship he shared with SBF and FTX, as he was known to dine with SBF and his lobbyists, although Gensler stated that Berkovitz’s resignation had nothing to do with his past meetings.

			When I interviewed Caitlin Long, Founder and CEO of Custodia Bank, she let me know that SBF met with Chair of the Federal Reserve Jerome “Jay” Powell for one hour ahead of FTX acquiring Farmington State Bank, also known as Moonstone Bank. Consider for a moment the tiny number of financiers who get a private one-hour meeting with the Fed Chair.

			[image: ]

			Long stated,

			We have an advisor who’s working with Custodia, who spent her entire career at the Fed. And she wrote an op-ed in American Banker in December, and she said, “Look, the Fed should have caught this.” Alameda, the affiliate of FTX, acquired 80 percent of the equity of Farmington State Bank, a.k.a. Moonstone Bank. And that tripped the control rules that she herself helped write at the Fed. [FTX] should have applied for approval from the Fed to make that acquisition and they did not. Now, what is interesting is that the Fed didn’t discuss that point in its cease and desist order [in November 2022]. Also, Jay Powell met with [SBF] for one hour [on Feb. 1, 2022], just weeks before that March 2022 acquisition made by Alameda of 80 percent of the equity of that bank. I have no idea what they talked about, but not a lot of people get a full hour with Jay Powell and [SBF] did.

			We have two players that are really the proverbial good guys. I would say Coinbase with the SEC and Custodia with the Fed, who did everything right, literally begged to become regulated and everything transparently. It’s almost like the strategy of the government has been to particularly harshly treat those who did try to come in and work with them and did try to help them.

			When I mentioned to her that there seems to be a clear bias toward the incumbents, she replied, “That’s been true for crypto, but what crypto has laid bare is just the extent of it. How is it that the Bank of New York Mellon, with exactly the same business plan, sails through, and the startup with exactly the same business plan gets denied in a nasty way—with disparaging and factual inaccuracies that the Fed refused to correct? So it was pretty clear that the Fed was sending a message.”

			I interviewed Brock Pierce, cofounder of Tether, and asked him his thoughts on crypto regulations.2 He said,

			There are some real crypto issues. I’m embarrassed. As someone who has been such an evangelist for so long, putting my…reputation on the line, and as a futurist or someone who has insight, there’s a lot to be embarrassed about. Whether it be all those companies that have failed and not quite having all the traction for the money that’s come in, [there’s] a lot of questionable behavior and reputational issues that have come from us.

			It hasn’t changed my conviction of where we’re going and my fundamental belief in these technologies. We’ve had a lot of embarrassing mishaps…. As we talk about regulation, where is it coming from? It’s because we continually screw up! The politicians are responding to the headlines that we’ve created. Maybe not us individually, but by not identifying problems earlier, allowing people by the millions to get hurt, [this is] how the government responds. I hope we get sensible regulations—if regulations happen. Regulations are neither good nor bad. Are these sensible regulations or bad regulation? One of the things we have right now is regulation by enforcement. I’d rather have some sensible regulations than an SEC acting the way that they are. It’s not as simple as good, bad, this, that, yes, no. It’s nuanced. So, some sensible regulation that takes away power from the SEC that is regulating by enforcement, by empowering the CFTC, that might not be a bad thing.

			The CFTC first classified bitcoin as a commodity and cleared approval for trading in futures markets. During that period the CFTC operated under pro-crypto regulators such as Chris Giancarlo and Daniel Gorfine (who are advocates of the “digital dollar
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