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A Little Bit About Bitcoin

Presented by: 
Ed McIlveen, CFA
Director of Research 
Francis Investment Counsel LLC
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Our Agenda

What is Bitcoin?  

How does it work?

Is it relevant – what about the future?

Can I make money?  How do I invest?  

What is Bitcoin?

Bitcoin is a digital currency (Cryptocurrency) made 
possible by computer algorithms and the internet 

Think of it as an asset transfer mechanism
Value of computerized token determined by its 
perceived safety
What drives the demand for dollars?

A lightning rod for controversy and drama
Other currencies (Ethereum, Lite Coin)

What is Bitcoin?

Cryptocurrency needs to be accepted by those with 
something of value and must be easily convertible 
into traditional currency like dollars and euros. 

First bitcoin transaction was for pizza.  

How does it work?  
Introduced in 2009 by “Satoshi Nakamoto” (pen 
name, no one really knows who the person was)
“Miners” solve problems to create coins and 
supply is limited.  Source of value to holder.   
Transfers validated by the network – this is the 
“blockchain”
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How Does it Work?

Blockchain – permanent record of all transactions, 
and designed to be distributed vs. centralized or 
de-centralized.

Diagram source: Decentralized Objects with Martin Kleppman, 
softwareengineeringdaily.com, December 8, 2017 

How Does it Work?

Each bitcoin has a public and private key
Can send bitcoin to public address – recipient is 
anonymous 

Ransomware – “Unless you send 1 bitcoin to 
such and such  address, we will destroy your 
data, release sensitive information about you!!!” 

How Does it Work?

Uses “Cryptography” to keep transactions secure –
the art of writing and solving secret codes.   

Example: “Welcome to Money U!” in secure 
algorithm looks like this:

8e844566496789f0daf6658748e27ccb273b92874
2ac4112f9fc16e1faba01fb *

Source: http://www.xorbin.com/tools/sha256-hash-calculator
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What is Bitcoin?

“Welcome to Money U!”

8e844566496789f0daf6658748e27ccb273b92874
2ac4112f9fc16e1faba01fb

If I just remove the “!” 

“Welcome to Money U” now looks like this

d862e0127ef07197140adcd855df8ba45ba2b1a4c
7a3fcfda8f6c12ed1ce4f7d

Source: http://www.xorbin.com/tools/sha256-hash-calculator

Our Agenda

What is Bitcoin?  

How does it work?

Is it relevant – what about the future?

Can I make money?  How do I invest?  

Relevance and the Future

Bitcoin and Bubbles of History – November 2017
Why the big run-up? 

Source: Wall Street Journal, price of bitcoin as of November 29, 
2017 
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Relevance and the Future

November 24, 2017 to September 11, 2018

Source: Bloomberg, weekly pricing.  Past performance is no 
guarantee of future results.  
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Relevance and the Future

Merchants accepting bitcoin

Source:Who accepts bitcoin? Samuel Gilmour, June 26, 2018 
abitgreedy.com

Relevance and the Future

The Future 

Cryptocurrency is part of the future while many 
see blockchain technology reducing costs of 
financial transactions.

Example: Buying a Home –need a title 
company, lawyers, banks, documents galore.  
Blockchain can streamline. 
Example: Australian stock exchange using 
blockchain.
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Relevance and the Future

The Future 

Example: citizens of emerging markets with bad 
central banks.  

Cryptocurrency can transfer money into and 
out some emerging markets more cost 
effectively vs. converting to dollars and 
euros.
Helpful for those faced with devalued 
currencies such as Argentina and 
Venezuela.  

Our Agenda

What is Bitcoin?  

How does it work?

Is it relevant – what about the future?

Can I make money?  How do I invest?  

Money Maker? How do I Invest?

Own Bitcoin Directly 

Buy the bitcoin or mine it yourself. 

If you buy the bitcoin, you can set-up 
a “wallet” through a cryptocurrency 
exchange like Coinbase. 

If you mine it, you will need to spend 
significant money purchasing the 
servers / equipment and you need 
electricity!

Investments Indirectly

Don’t hold the currency but own 
companies that are part of the 
supply chain for the bitcoin.

Companies providing products and 
services associated w/ blockchain:
• Advanced Micro Devices
• Microsoft 
• NVIDIA 
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Money Maker? How do I Invest?

2013 
Silk Road*

2014 
MtGox

2015 
Bitstamp

2016
Bitfinex

2017
Nice
Hash

2018
Coin

Secure

Pro Tip ► Hackers love Bitcoin 
Exchanges

Value of Bitcoin taken/stolen from 
these and other exchanges is $10B+

*Silk Road was not technically an exchange but was a market place 
that, when busted by the FBI, had all of the bitcoin stored on its 
servers confiscated.   

Money Maker? How do I Invest?

Cost to mine 1 Bitcoin – in the U.S. it’s $4,758*

You might want to think about moving to a 
cheaper location to mine your bitcoin

Venezuela $531 per  
Uzbekistan $1,788 per
Myanmar $1,983 per
Kuwait $1,983 per 

Source: Here’s how much it costs to mine a single bitcoin in your 
country, marketwatch.com, published May 11, 2018.

Money Maker? How do I Invest?

There is an ETF (Exchange Traded Fund) which 
tracks the “Indxx Blockchain Index,” a set of 84 
companies. 

Ticker is “LEGR,” management cost is 0.65%
Total assets as of September 11, 2018: $49.5M
Inception 1/24/18 

LEGR is not recommended for investment
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In Summary

What is Bitcoin? 

Digital currency, electronic token that 
is perceived to be safe due to 
properties making it secure.  

How does it work?
Transactions are verified and 
authorized on a distributed, not 
centralized network.
Supply is not controlled by central 
government

In Summary

Is it relevant – what about the future?

Many companies like Expedia and 
Microsoft accept bitcoin right now

In the future, companies are expected 
to use blockchain technology and are 
investing in systems to streamline 
financial transactions and health care 
exchanges.

In Summary

Can I make money?  How do I invest?  

Own Bitcoin Directly 

Buy the bitcoin or mine it yourself. 
Frequent history of exchanges being 
hacked.

Investments Indirectly

Don’t hold the currency but own 
companies that are part of the 
supply chain for the bitcoin.

Own Bitcoin Directly 

Buy the bitcoin or mine it yourself. 
Frequent history of exchanges being 
hacked.

Investments Indirectly

Don’t hold the currency but own 
companies that are part of the 
supply chain for the bitcoin.
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MoneyAdvice@Work®

Call 866-232-6457 or visit 
moneyadviceatwork.com/learnmore

to schedule a personal 
MoneyAdvice session.

@francisinv

Francis Investment Counsel does not provide legal or tax advice. As investment returns are variable, we cannot guarantee 
any certain investment return or result. Historical performance information has been compiled from sources we believe to 
be reliable, but we cannot guarantee its accuracy or completeness. Past performance is not a guarantee of future results.

Moneyadviceatwork.com/learnmore

For illustration purposes only. Past performance is not an indication of future performance. 

Meet our Advisors!

Kelli Send
Creative and Fun Educator, 

Master Helper

Liz Aidoo
La diversidad es nuestra

fortaleza… Diversity is our 
Strength 

Tim Shirk
Surprised by Life, 

Ready to Help

Art Harris
Hopeful Helper

Eric Hencley
Financial Adventurer, 
Slayer of Pessimism

Matt Vandre
Optimistic Doer, Lively 

Encourager

Jay Voigt
Money Sherpa, 
Strategy Guru


