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The rise of cryptocurrency has prompted comparisons to both speculative bubbles of the
past and technological breakthroughs that reshaped society. Some observers recall the
Dutch tulip mania of the 17th century — a brief, intense surge in prices for a novelty
commodity that collapsed as quickly as it rose¹. Others draw parallels to the light bulb, an
innovation initially doubted and resisted, but ultimately integrated into the fabric of modern
life².

This paper offers a factual and historical examination of cryptocurrency, from its creation in
2009 to its proliferation into more than 10,000 distinct currencies³. It explores real-world use
cases, notable failures, documented episodes of fraud and loss, and emerging trends in
government adoption.

The goal is not to advocate for or against cryptocurrency, but to provide a framework for
understanding its potential role in the global financial ecosystem. By placing the discussion in
historical and technological context — and by citing documented events — readers can
approach this evolving asset class with informed caution and perspective.

Introduction: Why This Question
Matters Now

In 2014, the largest Bitcoin exchange in the

world — Mt. Gox — processed over 70% of

global Bitcoin transactions⁴. Within months, it

declared bankruptcy, reporting the loss of

approximately 850,000 Bitcoins valued at

about $450 million at the time⁵. Many account

holders were unable to recover their assets in

full, and the incident became one of the most

widely cited examples of custodial risk in

cryptocurrency.

Executive Summary

1.  Goldgar, Anne. Tulipmania: Money, Honor, and Knowledge in the Dutch Golden Age. University of Chicago Press, 2007.
2.  Freedman, David H. “Edison’s Lightbulb Revolution.” Smithsonian Magazine, September 2010.
3.  CoinMarketCap. “Number of Cryptocurrencies Worldwide.” Accessed August 2025.
4.“Bitcoin Exchange Mt. Gox Files for Bankruptcy.” BBC News, February 28, 2014.
5.  Greenberg, Andy. “The Rise and Fall of Mt. Gox.” Wired, March 3, 2014.

Crypto: Tulip Bulb or Light Bulb I Page 4



Seven years later, in September 2021, the

government of El Salvador declared Bitcoin

legal tender, becoming the first nation to do

so⁶. Citizens were encouraged to use a

government-backed wallet to conduct

transactions, and businesses were required

to accept Bitcoin alongside the U.S. dollar.

Supporters pointed to potential benefits for

remittances and financial inclusion, while

critics warned of volatility and

macroeconomic risk.

These events illustrate the spectrum of

possibilities for cryptocurrency — from

operational collapse to national adoption. In

between lies a wide range of applications,

risks, and uncertainties that merit careful

examination.

A Brief History of
Cryptocurrency

The Genesis Block: Bitcoin’s Birth in

2009

Cryptocurrency, as it exists today, began

on January 3, 2009, when the

pseudonymous creator “Satoshi Nakamoto”

mined the first block of the Bitcoin

blockchain — known as the genesis block⁷.

Embedded in that block’s code was a

headline from the British newspaper The

Times: “Chancellor on brink of second

bailout for banks”⁸. This message has been

widely interpreted as a commentary on the

instability of traditional financial systems in

the wake of the 2008 global financial crisis.

Bitcoin was designed as a peer-to-peer

electronic cash system, allowing

participants to transact directly without an

intermediary, using cryptographic proof

instead of trust in a central authority⁹.
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Early Adoption Stories
In its earliest years, Bitcoin’s use was limited to niche online communities. One of the first
documented commercial transactions occurred in May 2010, when a Florida programmer paid
10,000 Bitcoins for two pizzas — a purchase worth about $41 at the time¹⁰, but valued in the
hundreds of millions of U.S. dollars at current market prices.

Between 2010 and 2012, Bitcoin found early use on platforms such as the Silk Road, an online
marketplace operating on the “darknet” where goods and services were exchanged using
cryptocurrency to preserve anonymity¹¹. While this association with illicit activity shaped early
public perceptions, it also demonstrated Bitcoin’s functional capacity as a borderless
payment method.

Expansion from 1 to Over 10,000

Currencies

By 2011, alternative cryptocurrencies

(“altcoins”) began to emerge. Litecoin,

created that year, offered faster transaction

times than Bitcoin¹². Ripple (XRP), launched

in 2012, focused on facilitating international

payments for financial institutions¹³.

Ethereum, introduced in 2015, expanded

blockchain utility by enabling “smart

contracts” — programmable agreements

that execute automatically when

predetermined conditions are met¹⁴.

From a single asset in 2009, the

cryptocurrency market has grown to

encompass more than 10,000 distinct

currencies, tokens, and digital assets as of

August 2025¹⁵. 

This rapid expansion reflects both

technological innovation and speculative

interest, with projects ranging from

serious infrastructure initiatives to short-

lived experiments.

10. Hill, Kashmir. “The Bitcoin Pizza Purchase That’s Worth Millions Today.” Forbes, May 22, 2018.
 11. Greenberg, Andy. “Silk Road: The Online Drug Marketplace That Changed Everything.” Wired, November 2013.
 12. Franco, Pedro. Understanding Bitcoin: Cryptography, Engineering and Economics. Wiley, 2014.
13. Catalini, Christian, and Joshua S. Gans. “Some Simple Economics of the Blockchain.” MIT Sloan Research Paper, 2018.
 14. Buterin, Vitalik. “Ethereum White Paper: A Next-Generation Smart Contract and Decentralized Application Platform.”
2013.
 15. CoinMarketCap. “Number of Cryptocurrencies Worldwide.” Accessed August 2025.
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Lessons from History: The
Tulip Mania Analogy

Frenzy, Fortunes, and Financial

Collapse

In the early 17th century, the Dutch

Republic experienced what historians now

refer to as “tulip mania.” Tulips, newly

introduced from the Ottoman Empire,

became a sought-after luxury item among

the wealthy¹⁶. Over time, the market

expanded beyond collectors to include

speculators who bought tulip bulbs with

the intent of reselling them at a profit.

By the winter of 1636–37, prices for certain

rare bulbs had reached extraordinary

levels — in some cases exceeding the value

of a skilled tradesman’s annual income or

even a well-appointed home¹⁷. Much of the

trading occurred in taverns and informal

settings, often involving futures contracts

rather than the physical bulbs themselves.

The speculative bubble collapsed abruptly

in February 1637 when buyers failed to

show up at a routine auction in Haarlem¹⁸.

Prices fell rapidly, leaving many speculators

with contracts for bulbs worth only a

fraction of what they had paid. While the

economic impact on the Dutch Republic as

a whole was limited, individual participants

suffered substantial personal losses.

Why Some Parallels Hold — and Where

They Break Down

The tulip mania story has endured in

financial discourse because it illustrates

how scarcity, novelty, and social influence

can drive speculative excess. The parallels

to certain periods in cryptocurrency’s

history are evident:

Rapid price appreciation driven by

speculative trading.

Media attention fueling public interest.
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Limited underlying use cases during the height of the frenzy.

However, there are also critical differences. Tulip bulbs were a physical, perishable commodity

with no inherent capacity for evolution or expanded functionality. By contrast,

cryptocurrencies are built on digital protocols that can be adapted, improved, and integrated

into new applications over time¹⁹. This technological dimension makes their long-term

trajectory inherently less predictable than that of a purely ornamental product.

The tulip mania analogy serves as a cautionary framework: it reminds investors that rapid price

appreciation alone is not evidence of sustainable value. At the same time, the comparison is

imperfect — cryptocurrencies, unlike tulips, are not constrained to their original form or

purpose.

The Light Bulb Moment: Innovation that Changed the World 

Skepticism, Breakthrough, and Ubiquity

When Thomas Edison publicly demonstrated his incandescent light bulb in 1879, it was not met

with universal acceptance²⁰. Skeptics questioned its practicality, cost, and safety. Some

considered it a novelty that could not realistically replace gas lighting, which had been the

standard for decades²¹.

The adoption of electric lighting required far more than a single invention. Edison’s bulb was
part of a broader system that included generators, wiring, and distribution networks²². This
infrastructure build-out demanded capital, technical expertise, and coordinated public and
private investment.

Despite initial resistance, the advantages of electric lighting — longer lifespan, reduced fire risk,
and the ability to illuminate spaces without combustion — gradually won over consumers and
businesses. By the early 20th century, electric lighting was no longer a curiosity; it was an
expectation²³.

16. Goldgar, Anne. Tulipmania: Money, Honor, and Knowledge in the Dutch Golden Age. University of Chicago Press, 2007.
 17. Dash, Mike. Tulipomania: The Story of the World’s Most Coveted Flower and the Extraordinary Passions It Aroused.
Crown Publishers, 1999.
 18. Ibid.
 19. Catalini, Christian, and Joshua S. Gans. “Some Simple Economics of the Blockchain.” MIT Sloan Research Paper, 2018.
20. Josephson, Matthew. Edison: A Biography. Wiley, 1992.
 21. Friedel, Robert. A Culture of Improvement: Technology and the Western Millennium. MIT Press, 2007.
 22. Hughes, Thomas P. Networks of Power: Electrification in Western Society, 1880–1930. Johns Hopkins University Press,
1983.
 23. Ibid. Crypto: Tulip Bulb or Light Bulb I Page 8



Identifying Transformative Technology

The light bulb story highlights several

elements that distinguish transient fads from

lasting innovations:

Utility — the product solved a real problem

more effectively than existing solutions.

Scalability — the technology could be

deployed on a large scale once

infrastructure was in place.

Adaptability — electric lighting evolved in

efficiency, design, and integration into

other systems.

Cryptocurrency shares some of these traits in

potential form. Like electric lighting in the

1880s, it is dependent on complementary

infrastructure — in this case, secure wallets,

reliable exchanges, merchant adoption

systems, and regulatory frameworks²⁴. Its

eventual place in the economic system may

depend not only on its intrinsic features, but

also on the breadth and reliability of the

ecosystem that surrounds it.

The light bulb analogy does not guarantee

cryptocurrency’s success; rather, it illustrates

how skepticism can yield to acceptance when

an innovation proves its sustained utility and

adaptability. It also reminds us that

transformative technologies often require

time, patience, and system-wide coordination

before achieving mass adoption.
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24. Catalini, Christian, and Joshua S. Gans. “Some Simple Economics of the Blockchain.” MIT Sloan Research
Paper, 2018.
25. Coinopsy. “Dead Coins List.” Accessed August 2025.

Boom, Bust, and
Disappearance: The Dark 
Side of Crypto

Ghost Coins: When Digital Currencies

Vanish Overnight
Not every cryptocurrency launched since
2009 has endured. In fact, thousands have
ceased active trading, been abandoned by
their developers, or lost all market value²⁵.
Some projects failed because they were
conceived as short-lived speculative
ventures with no sustainable use case.
Others ended abruptly due to technical
flaws or loss of investor confidence.
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For example, BitConnect, a

cryptocurrency and lending platform that

promised unusually high returns,

collapsed in January 2018 after regulators

in Texas and North Carolina issued cease-

and-desist orders²⁶. The token’s value

dropped more than 90% in a single day,

and the project became a case study in

the risks of opaque business models.

Custodians That Collapsed and Took
Investor Funds
Custodial risk — the possibility that the

platform holding one’s assets fails — has

been one of the most significant

vulnerabilities in cryptocurrency markets.

The collapse of Mt. Gox in 2014, which

resulted in the loss of roughly 850,000

Bitcoins²⁷, remains the most frequently

cited example.

More recently, the bankruptcy of FTX in

November 2022 revealed a shortfall of

billions of dollars in customer assets²⁸.

Court filings and investigative reports

alleged that client funds were commingled

with corporate assets and used for

purposes not disclosed to account

holders²⁹. These events underscored the

operational and governance risks that can

arise in a largely unregulated marketplace.

 more than — the underlying technology.

The Anatomy of a Failed Project

When cryptocurrency projects fail, certain

patterns tend to emerge:

Concentration of Control — where

decision-making and asset custody rest

in the hands of a small, unchecked

group.

Lack of Transparency — in financial

statements, governance structures, or

code audits.

Overreliance on Market Hype — rather

than delivering tangible functionality or

adoption.

While not every failure involves

malfeasance, the combination of

speculative trading, limited oversight, and

evolving technology can create conditions

where even well-intentioned projects

collapse quickly.

For investors and observers alike, these

documented cases provide an important

reminder: in emerging asset classes,

operational resilience and governance

standards can matter as much as — and

sometimes more than — the underlying

technology.

26. Securities and Exchange Commission. “SEC Charges BitConnect Founder with Fraud.” September 1, 2021.
 27. Greenberg, Andy. “The Rise and Fall of Mt. Gox.” Wired, March 3, 2014.
 28. Kroll, Andy. “FTX’s Collapse: What We Know So Far.” Rolling Stone, November 17, 2022.
 29. United States Bankruptcy Court for the District of Delaware. “In re: FTX Trading Ltd., et al.” Case No. 22-
11068 (JTD), Filed November 11, 2022.
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How Crypto Is Being Used
Today

Commerce and Payments
One of the earliest visions for
cryptocurrency was its use as a medium of
exchange for goods and services. Today,
select merchants and service providers
accept Bitcoin and other digital assets
directly or through payment processors
that instantly convert them into local
currency³⁰. Examples range from small
businesses in El Salvador that accept
Bitcoin for coffee and groceries³¹, to large
companies like Overstock.com, which has
accepted Bitcoin for online purchases since
2014³².

While adoption for everyday retail
transactions remains limited compared to
traditional payment methods, certain
sectors — such as cross-border
remittances — have shown higher uptake.
Cryptocurrency can enable faster
settlement and reduced fees compared to
traditional bank wires, particularly in
regions where access to banking services is
limited³³.

Store of Value and Investment Asset
Some participants hold cryptocurrency
not for its transactional capabilities, but
as a “store of value,” often comparing
Bitcoin to gold³⁴. This perspective is
rooted in the asset’s capped supply —
Bitcoin’s protocol limits total issuance to
21 million coins³⁵.

Institutional involvement has also grown.
Publicly traded companies and
investment funds have added Bitcoin to
their balance sheets or launched
products allowing investors to gain
indirect exposure through regulated
markets³⁶. However, cryptocurrency’s
price volatility remains significantly
higher than that of traditional stores of
value, making its role in a diversified
portfolio a subject of ongoing debate.

Speculation and Trading
For many market participants,
cryptocurrency functions primarily as a
speculative asset. High volatility, 24/7
trading, and the proliferation of
thousands of tokens create opportunities
for both rapid gains and substantial
losses³⁷.

30. Cointelegraph Research. “Global Cryptocurrency Adoption: 2024 Report.” Accessed August 2025.
31. “El Salvador Becomes First Country to Adopt Bitcoin as Legal Tender.” Reuters, September 7, 2021.
32. Popper, Nathaniel. “Overstock Becomes First Major Retailer to Accept Bitcoin.” The New York Times,
January 9, 2014.
33. World Bank. “Remittance Prices Worldwide Database.” Accessed August 2025.
34. Burniske, Chris, and Jack Tatar. Cryptoassets: The Innovative Investor’s Guide to Bitcoin and Beyond.
McGraw-Hill, 2017.
35. Nakamoto, Satoshi. “Bitcoin: A Peer-to-Peer Electronic Cash System.” Published October 31, 2008.
36. Securities and Exchange Commission. “SEC Approves First Bitcoin Futures ETFs.” October 19, 2021.
37. Chainalysis. “The 2024 Crypto Crime Report.” Accessed August 2025.



Trading activity occurs on centralized exchanges — such as Coinbase and Binance —
as well as decentralized platforms where users trade directly through blockchain-
based protocols³⁸. This speculative environment attracts a diverse set of participants,
from retail traders to algorithmic trading firms.

Case Studies: From El Salvador Coffee Shops to Luxury Real Estate
In El Salvador, the Bitcoin Law of 2021 mandated that merchants accept Bitcoin for
payment if technologically feasible³¹. In practice, adoption has varied, with some small
businesses reporting occasional transactions in Bitcoin, while others continue to rely
almost exclusively on the U.S. dollar³⁹.

At the other end of the spectrum, high-value real estate transactions in markets such
as Miami and Dubai have been completed in Bitcoin and Ethereum⁴⁰. These deals
often involve specialized brokers and legal teams to navigate valuation, conversion,
and regulatory considerations.

Together, these examples illustrate cryptocurrency’s dual identity: a payment
medium for certain transactions, and an investment or speculative vehicle for others.
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Governments and Crypto

National Legal Tender Examples
El Salvador became the first country to
adopt Bitcoin as legal tender on September
7, 2021⁴¹. Under the Bitcoin Law, all
economic agents are required to accept
Bitcoin for payment when offered, though
practical enforcement has varied. The
government launched a national digital
wallet, “Chivo,” offering incentives such as
a Bitcoin bonus for early adopters⁴².

The Central African Republic followed in
April 2022, making Bitcoin legal tender
alongside the CFA franc⁴³. Officials cited
hopes of attracting investment and
diversifying the national economy, but
international organizations, including the
International Monetary Fund, raised
concerns over economic stability and
governance risks⁴⁴.

Central Bank Digital Currencies (CBDCs)
in Development
While some governments have embraced
decentralized cryptocurrencies, many are
focusing on developing CBDCS —
government-issued digital money that
maintains national currency status.

China has conducted extensive pilots
of its Digital Currency Electronic
Payment (DCEP), commonly referred to
as the “digital yuan”⁴⁵.
The Bahamas launched the “Sand
Dollar” in 2020, becoming the first
country to roll out a fully operational
CBDC⁴⁶.
Nigeria introduced the “eNaira” in 2021
as part of a broader strategy to promote
financial inclusion⁴⁷.
The European Central Bank is
advancing its plans for a “digital euro,”
with a potential launch in the coming
years⁴⁸.
The U.S. Federal Reserve has released
discussion papers on a possible “digital
dollar” but has not committed to
implementation⁴⁹.
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38. Zetzsche, Dirk A., et al. “Decentralized Finance.” European Banking Institute Working Paper Series, 2020.
39. Porras, Luis. “Bitcoin Adoption in El Salvador: One Year Later.” Central America Monitor, September 2022.
40. New York Times Real Estate Desk. “Miami Condo Sells for $22.5 Million in Bitcoin.” The New York Times, June 7, 2022.
41. “El Salvador Becomes First Country to Adopt Bitcoin as Legal Tender.” Reuters, September 7, 2021.
 42. Porras, Luis. “Bitcoin Adoption in El Salvador: One Year Later.” Central America Monitor, September 2022.
 43. “Central African Republic Adopts Bitcoin as Legal Tender.” BBC News, April 28, 2022.
 44. International Monetary Fund. “IMF Staff Concludes Visit to the Central African Republic.” May 13, 2022.
45. Kynge, James, and Sun Yu. “China’s Digital Currency Tests.” Financial Times, February 2021.
 46. The Central Bank of The Bahamas. “Sand Dollar Project Overview.” Accessed August 2025.
 47. Central Bank of Nigeria. “Introduction of the eNaira.” Accessed August 2025.
 48. European Central Bank. “Progress on the Investigation Phase of a Digital Euro.” July 2025.
49. Board of Governors of the Federal Reserve System. “Money and Payments: The U.S. Dollar in the Age of Digital
Transformation.” January 2022.



CBDCs differ fundamentally from cryptocurrencies like Bitcoin in that they are centrally
issued and controlled, maintaining the legal and monetary framework of the issuing country.

Geopolitical Considerations
The integration of digital currencies into national financial systems carries geopolitical
implications. Countries adopting Bitcoin as legal tender may face volatility risks tied to global
crypto markets, while nations pursuing CBDCs may gain new tools for monetary policy and
financial surveillance⁵⁰.

Cross-border payment efficiencies, potential disintermediation of traditional banks, and shifts
in reserve currency dynamics are among the areas policymakers and economists are actively
studying. These developments underscore that cryptocurrency and its derivatives are no
longer solely the domain of private-sector innovators; they are now part of a broader
conversation about the future architecture of global finance.
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50. Carstens, Agustín. “Shaping the Future of Payments.” Bank for International Settlements, March 2023.
51. Narayanan, Arvind, et al. Bitcoin and Cryptocurrency Technologies. Princeton University Press, 2016.
52. Ibid.
 53. Ethereum Foundation. “The Merge.” Accessed August 2025.
 54. Nakamoto, Satoshi. “Bitcoin: A Peer-to-Peer Electronic Cash System.” Published October 31, 2008.

Understanding
Cryptocurrency’s Core
Technology

Blockchain Basics
At its core, cryptocurrency operates on a
technology known as blockchain — a
distributed ledger maintained across a
network of computers, called nodes, that
collectively validate and record
transactions⁵¹. This structure allows for a
transparent and tamper-resistant record of
ownership without requiring a central
authority.

Transactions are grouped into “blocks” and
added sequentially to the chain, forming a
permanent history. 

In public blockchains, any participant can
view this history, although the identities
behind wallet addresses are
pseudonymous⁵². Security is typically
maintained through consensus
mechanisms, such as “proof-of-work” —
used by Bitcoin — or “proof-of-stake,”
which underpins Ethereum after its 2022
network upgrade⁵³.

Bitcoin, Ethereum, and Beyond
Bitcoin was the first and remains the most
widely recognized cryptocurrency. It is
primarily designed as a decentralized digital
currency with a capped supply of 21 million
coins⁵⁴. Its value proposition has often been
framed in terms of scarcity, security, and
resistance to censorship.



Ethereum, launched in 2015, expanded

blockchain functionality by introducing

smart contracts — self-executing code that

enables decentralized applications (dApps)

and services beyond simple transfers of

value⁵⁵. These capabilities have supported

entire sub-sectors, such as decentralized

finance (DeFi) and non-fungible tokens

(NFTs).

Beyond these, there are thousands of other

cryptocurrencies with varied purposes,

from facilitating faster transactions

(Litecoin) to enabling cross-border

institutional payments (Ripple/XRP)⁵⁶.

Some are tied to the value of traditional

assets — known as stablecoins — which aim

to reduce volatility by pegging their value

to a fiat currency or commodity⁵⁷.

Functional Ecosystems
The utility of a cryptocurrency is shaped
not only by its technical features but also
by the ecosystem surrounding it. Key
components include:

Wallets — software or hardware tools
for storing cryptographic keys securely.
Exchanges — platforms that facilitate
buying, selling, and trading of
cryptocurrencies.
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55. Buterin, Vitalik. “Ethereum White Paper: A Next-Generation Smart Contract and Decentralized Application Platform.”
2013.
 56. Franco, Pedro. Understanding Bitcoin: Cryptography, Engineering and Economics. Wiley, 2014.
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Payment Gateways — services

enabling merchants to accept

cryptocurrencies as payment.

Layer-2 Solutions — technologies built

on top of existing blockchains to

improve speed, reduce fees, or expand

functionality⁵⁸.

Like any infrastructure, these components

can vary in quality, security, and regulatory

compliance. The robustness of this

supporting environment often determines

whether a cryptocurrency is primarily a

speculative instrument or a functional tool

for economic activity.

Speculation vs. Adoption —
The Current State of Play

Traders, True Believers, and Cautious
Participants
The cryptocurrency ecosystem hosts a

diverse set of participants. Some approach

it primarily as a trading opportunity,

seeking to profit from short-term price

movements in highly liquid markets that

operate 24 hours a day, seven days a

week⁵⁹. 



Others — often referred to as “true believers” or “HODLers” — hold digital assets over the
long term based on their conviction in the technology’s potential or philosophical
alignment with decentralized systems⁶⁰.

A third category includes cautious participants who may hold a small allocation to
cryptocurrency as an alternative asset but treat it as a speculative satellite holding
within a diversified portfolio⁶¹. Their approach tends to emphasize risk management,
liquidity needs, and alignment with broader financial goals.

Real-World Adoption Indicators
While trading volumes and speculative activity remain dominant in many markets, there
are documented signs of broader adoption:

Corporate Acceptance — Some multinational firms, including PayPal and
Microsoft, have enabled certain customers to transact using cryptocurrencies⁶².
Institutional Infrastructure — Custodial services from established financial firms
have emerged to serve institutional clients, providing regulated storage and
settlement capabilities⁶³.
Cross-Border Transactions — Nonprofit organizations and remittance companies
have used cryptocurrency to facilitate international transfers, particularly in areas
with limited banking infrastructure⁶⁴.

Adoption, however, is uneven. Surveys indicate that while awareness of cryptocurrency
is widespread in many countries, actual usage for payments or savings remains
concentrated among a minority of the population⁶⁵.

Market Signals and Cautionary Data
Price data, volatility measures, and transaction activity suggest that, at present,
speculative forces still outweigh functional use in much of the cryptocurrency market⁶⁶.
This is consistent with other emerging technologies in their early phases, where market
valuations can run ahead of practical utility.

For observers and investors alike, distinguishing between adoption signals and market
hype requires ongoing analysis of metrics such as transaction volume from unique
users, merchant integration rates, and the durability of supporting infrastructure.
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Regulatory Winds: Tailwinds
and Headwinds for Crypto

U.S. and International Frameworks

Regulation of cryptocurrency varies

significantly across jurisdictions. In the

United States, oversight is divided

among multiple agencies, including the

Securities and Exchange Commission

(SEC), the Commodity Futures Trading

Commission (CFTC), and the Financial

Crimes Enforcement Network (FinCEN)⁶⁷.

The SEC has applied securities laws to

certain token offerings, while the CFTC

has asserted jurisdiction over

cryptocurrency derivatives markets.

In the European Union, the Markets in

Crypto-Assets (MiCA) regulation,

adopted in 2023, seeks to create a

unified framework governing issuance,

trading, and custody of digital assets

across member states⁶⁸. The United

Kingdom, Singapore, and Japan have

likewise implemented licensing and

compliance regimes for exchanges and

custodians⁶⁹.
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Potential Impacts of Policy Changes

Regulatory developments can act as either

tailwinds or headwinds for cryptocurrency

adoption:

Tailwinds — Clear legal definitions,

licensing structures, and consumer

protections may encourage

institutional participation and merchant

adoption⁷⁰.

Headwinds — Stringent rules or

outright bans can limit market access,

reduce liquidity, and discourage

innovation⁷¹.



A notable example is China’s 2021 ban on all cryptocurrency transactions, which led to a

significant reduction in domestic trading activity and the relocation of mining

operations to other countries⁷². Conversely, countries such as Switzerland have

positioned themselves as crypto-friendly jurisdictions by offering clear regulatory

pathways for blockchain projects⁷³.

Balancing Innovation and Risk Mitigation
Policymakers face the challenge of encouraging technological innovation while

mitigating risks such as fraud, market manipulation, and systemic instability. Regulatory

clarity — even when it imposes limitations — can reduce uncertainty, enabling market

participants to operate within defined boundaries.

The pace and direction of future regulation will influence not only market structure but

also the degree to which cryptocurrency becomes integrated into traditional financial

systems.
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72. “China Bans All Cryptocurrency Transactions.” BBC News, September 24, 2021.
73. Swiss Financial Market Supervisory Authority. “Guidelines for Enquiries Regarding the Regulatory Framework for
Initial Coin Offerings.” February 16, 2018.
74. CFA Institute. “Cryptoassets: Beyond the Hype.” May 2022.
 75. Corbet, Shaen, et al. “Cryptocurrencies as a Financial Asset: A Systematic Analysis.” International Review of
Financial Analysis, 2020.
76. U.S. Commodity Futures Trading Commission. “Customer Advisory: Understand the Risks of Virtual Currency
Trading.” December 15, 2017.
 77. Ibid.

Portfolio Considerations for
Long-Term Investors

Risk Management and Diversification
Principles
From an asset allocation perspective,

cryptocurrencies are generally

considered high-risk and high-volatility

instruments⁷⁴. Academic studies have

shown that their price movements can

exhibit low correlation with traditional

asset classes at certain times, but these

correlations can increase sharply during

periods of market stress⁷⁵.

Risk management for cryptocurrency
exposure typically involves limiting
position size relative to the overall
portfolio, ensuring sufficient liquidity,
and avoiding the use of leverage unless
fully prepared for the potential of
significant losses⁷⁶. Investors
considering any allocation often
integrate it as a small “satellite” position
within a diversified core portfolio.

Position Sizing and Rebalancing

Position sizing decisions are generally

informed by an investor’s risk tolerance,

time horizon, and financial objectives⁷⁷. 



Because cryptocurrency markets operate

continuously and can experience double-

digit percentage swings in short periods,

rebalancing strategies may require more

frequent review than traditional asset

classes.

Rebalancing — periodically adjusting

portfolio weights back to target levels —

can help manage risk and lock in gains

during periods of rapid price

appreciation⁷⁸. However, it may also

crystallize losses if executed during

significant market downturns.

Education and Due Diligence

Given the complexity of cryptocurrency

markets, due diligence is critical. 

This includes understanding custody

solutions, counterparty risk, and the

legal framework in relevant

jurisdictions⁷⁹. Independent verification

of information, assessment of platform

security, and awareness of regulatory

developments can all play roles in

informed decision-making.

It is important to note that the presence

of cryptocurrency in a portfolio does not

inherently enhance returns or reduce

risk; outcomes depend on market

conditions, position management, and

the broader context of the investor’s

financial plan⁸⁰.

78. Arnott, Robert D., et al. The Fundamental Index: A Better Way to Invest. Wiley, 2008.
 79. Financial Stability Board. “Regulation, Supervision and Oversight of Crypto-Asset Activities and Markets.” July
2023.
 80. CFA Institute. “Cryptoassets: Beyond the Hype.” May 2022.
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Conclusion: Navigating Between Hype and Opportunity

The history of financial markets contains examples of both fleeting manias and

transformative innovations. The tulip mania of 17th-century Holland serves as a

reminder that novelty and scarcity can drive speculative excess without producing

lasting value⁸¹. By contrast, the story of the electric light bulb illustrates how an initially

doubted invention can reshape economies and societies once its utility is proven and

the necessary infrastructure is in place⁸².

Cryptocurrency today exhibits characteristics of both narratives. It has experienced

rapid price cycles, intense public attention, and periods of speculative trading. At the

same time, it has demonstrated the capacity to facilitate cross-border payments,

enable programmable financial transactions, and inspire government-level initiatives

such as central bank digital currencies⁸³.

Whether cryptocurrency ultimately resembles the tulip bulb or the light bulb will

depend on a combination of factors: technological evolution, regulatory frameworks,

market discipline, and the ability to deliver tangible, broad-based benefits.

For those observing or participating in this space, the challenge is to distinguish

between market hype and substantive progress. By grounding decisions in historical

perspective, verifiable data, and disciplined risk management, investors and

policymakers alike can engage with cryptocurrency in a manner that is informed,

deliberate, and resilient to extremes in sentiment.
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Disclosure
This white paper is the product of a collaborative process involving artificial intelligence, the
author’s personal knowledge, independent research, and conversations with industry
veterans and colleagues of Warburton Capital Management.

Warburton Capital Management is an SEC-registered investment advisory firm based in
Tulsa, Oklahoma. Our current Form ADV Part 2A, which provides important information
about our services, fees, and regulatory history, is available at www.adviserinfo.sec.gov.

This paper is intended solely for educational and informational purposes. It does not
constitute investment advice, a solicitation, or a recommendation to buy or sell any
security. All investing involves risk, including the potential loss of principal. Past
performance is not a guarantee of future results. While care has been taken to ensure the
accuracy of the information presented, no representation is made as to its completeness or
suitability for any individual situation.

Readers are encouraged to consult with a qualified financial advisor before making any
investment decisions.
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