
BTST Member Special Report: 

 
 

Disclaimer (“Stating The Obvious”): This Member Report is the opinion of the Author and should 
not be considered Financial Advice. It is very important that any Investor conducts their own 
research and due diligence before making any investment decisions, and does not rely on solely 
on the information in this Report. 
 

 

Ethereum: The Future of Finance? 

Much hype and fanfare has surrounded Ethereum over the last couple of years, with it being the 

platform that “DeFi” (Decentralised Finance) has primarily been built on. 

Decentralised Finance is so called because it promises that users can engage in simple or complex 

financial products or agreements such as loans with other users “peer to peer” without needing the 

permission of a third party (for example a bank) and without the need for a credit check, because 

their digital assets can be used as collateral. 

This collateral is locked in a “smart contract” until such a time that it is either liquidated or returned 

to the original owner as per the terms of the smart contract. 

This sounds absolutely World changing in theory, and we have indeed used DeFi ourselves in an 

effort to “learn by doing”, which is the only real way to understand the complexities of DeFi. 

Many complicated financial instruments from the legacy banking system have been replicated on 

DeFi, allowing anyone with some digital tokens (for example ETH, the native token of the Ethereum 

network) to participate, permission free. And without the involvement of any third party -- except 

the smart contract. 

Or so the story goes… 

There are however some serious problems with Ethereum which are not widely known. 

Despite being somewhat decentralised, it is in fact not truly decentralised in the way that Bitcoin is. 

There is much propaganda that appears to be blindly accepted by most around the Ethereum 

network, and the false idea that it is “better than” or “superior” to Bitcoin. 

I should say at this point that we are not anti-Ethereum, and as of the time of writing of this report 

we hold some ETH tokens ourselves (although we are currently reducing them over time in exchange 

for BTC). 

But we are against the misinformation surrounding its level of decentralisation and 

permissionlessness, which are both *essential* for a true “cryptocurrency”. 

If you are a cryptocurrency investor, it is essential that you know everything about the assets you 

own rather than blindly believing stories which may be only half true, or even worse outright lies. 



As Cryptocurrency is becoming extremely mainstream, the aim of this Member Report is to offer an 

unbiased view to BTST Members who are either a cryptocurrency Investor already, or thinking of 

becoming one. 

 

Problem #1 with Ethereum: 

The Elephant In The Room (70% Pre-Mine) 

The first major problem with Ethereum is the 70% pre-mine that occurred at its inception. 

Many people will be surprised about this as it doesn’t appear to be common knowledge. 

~70% of the ETH tokens in initial circulation were pre-mined by insiders BEFORE the protocol was 

released to the public. 

This is the exact opposite of what’s termed in the cryptocurrency world a “fair launch”. 

Many new blockchains do “pre-mines” under the guise of using the funds for “the team”, 

“development”, “marketing” or whatever. In reality, these funds are obviously intended to enrich 

the founders. 

Examples of a fair launch would be Bitcoin or Monero, which anyone could mine from the moment 

of the genesis block – i.e. the moment the network went live -- if they knew about it. 

Of course in the case of Bitcoin, few people knew about it because it was so revolutionary and grass 

roots. And probably no one truly expected it would grow as fast as it has done, so the number of 

miners was quite small. But the fact remains that it was an open network from day 1 and anyone 

could mine it. In other words, there was no pre-mine. 

Not so with Ethereum. 

~70% of the initial supply of Ethereum was pre-mined and the tokens were distributed to venture 

capitalists and the founders. 

It’s impossible to argue that this constitutes a “fair launch” and could not be further from the 

immaculate conception of Bitcoin, which anybody could mine from the moment of launch. 

The Move To “Proof of Stake” 

(called Ethereum 2.0) 

Ethereum is due to move from Proof of Work (where you must expend electricity to mine new coins, 

as with Bitcoin) to Proof of Stake. 

Proof of Stake is where holders of the ETH token can “stake” their tokens (“coins”) in order to 

validate transactions on the network, and thereby earn newly minted ETH as a reward. 

Under the Ethereum 2.0 proof of stake system, pre-mine insiders will get progressively richer for 

doing nothing but staking their pre mined coins, which of course they got practically for free, 

because there was almost no energy needed to mine them due to the lack of competition from 

other miners who were excluded. 

Under Proof of Stake, almost no energy has to be expended in order to mine coins, rather just the 

capital that was self awarded must be “staked”. 

This is an objectively worse system than Proof of Work, despite the protestations of lobby groups 

who do not understand (or perhaps do understand but are incentivised to ignore) the inherent flaws 

of Proof of Stake. 



Bitcoin’s Proof of Work system incentivises clean and renewable energy usage, and even if it didn’t -- 

which, again, it does -- for money to be “hard” (and so retain its value), it MUST be hard to create. 

Let us be clear. It is really, really, really difficult to mine Bitcoin because you are competing against 

every other miner, all of whom have to use real energy to compete, rather than tokens that were 

effectively printed out of thin air (i.e. pre-mined). 

This is why, gram for gram, Gold is valuable and -- lets say -- Potatoes are not. This is despite the fact 

that Potatoes have arguably more utility, because you can eat them. Gold is valuable because it is 

HARD to mine. 

I hope the Gold vs Potatoes analogy helps you to see the difference between Bitcoin Proof of Work 

and Ethereum Proof of Stake. 

Worse still for Ethereum, under a Proof of Stake system, those who have the most coins can control 

the network and its consensus rules. 

The algorithm that selects a node to validate the next transaction block is somewhat random, but 

with inherent inbuilt bias towards validators who have the most ETH staked, and have been staking 

for the longest. 

The more ETH you have staked, the more influence you have over the consensus system. 

This is the opposite of Bitcoin, where actual energy must be expended in a brute force war to mine 

the next block. If you own more coins, you have no more control over the network than any other 

participant, nor any advantage in the likelihood of mining the next block. 

With Ethereum 2.0 Proof of Stake, if you have coins, you get more coins for doing nothing. 

This is not possible under Proof of Work even if it were desirable, which of course it is not. 

You could make the argument that the founders and venture capital investors deserve the coins that 

they pre-mined. However isn’t that like saying central banks deserve the assets they purchase by 

printing currency out of thin air? In our opinion that is an argument which supports the concept of a 

monetary dictatorship, much like the one we live under today in the world of fiat currency. 

For those who were given ETH in the 70% pre-mine, or have the funds to buy a large volume of ETH, 

Proof of Work gives them the ability to print currency out of thin air. 

Just as happens in the current fiat currency system, and the exact opposite to the ideology of 

Bitcoin. 

Bitcoin by contrast constitutes an open, permissionless, borderless, non-manipulatable, global 

monetary network that anyone can use, and nobody can stop them from doing so. 

 

Problem #2 with Ethereum: 

The “Super Hard Money” Myth 

The second problem with Ethereum is that it has no fixed monetary policy. 

It is elastic because it changes over time at the whim of the Ethereum oligarchs such as Joe Lubin, 

and the best known of all; Vitalik Buterin – who has described himself previously as a “benevolent 

dictator”. 

This can have some practical benefits in terms of improving the protocol efficiency and adapting to 

market demands. 



However, the narrative of Ethereum being “super hard money” is a disingenuous and frankly 

laughable attempt by some in the Ethereum community to compare it to Bitcoin, and to imply that it 

acts as a better monetary asset. 

A currency where the monetary policy can be changed over time by a few “oligarchs”, or the 

blockchain “rolled back” as happened in 2016 is about as far away from hard money as it’s possible 

to get, rendering arguments of “super hard money” pure propaganda. 

 

Problem #3 with Ethereum: 

It Can’t Be Decentralised 

The third issue with Ethereum 2.0 is that the cost and technical requirements to run a validator node 

are very high. Unlike Bitcoin (where virtually anyone can run a node), the size of the Ethereum 

blockchain leads to the centralisation of nodes. 

This is where a company called Infura, which is an offshoot of Consensys, a company founded by 

Ethereum “whale” Joe Lubin comes in. 

Infura makes it easy for “regular people” to run an Ethereum node. The problem is that they aren’t 

running the node. Rather Infura are running it on their behalf. 

In 2020, Infura went down, which crippled the Ethereum network for several hours. 

Does this sound like a truly decentralised, open, permissionless network to you? It in fact 

demonstrated the exact opposite; a single point of failure. 

As well as Infura, Consensys also own the hugely popular web wallet MetaMask, which is almost 

certainly the most popular and well known “decentralised” web wallet for Ethereum. 

The problem is that Metamask is actually NOT decentralised. Indeed just in the last months users in 

certain countries such as Venezuela and Iran (and perhaps Russia – we have been unable to confirm 

at the time of writing) have been blocked from using MetaMask, presumably at the behest of the US 

government. 

Whatever your political views, do you want to hold your wealth on a network that can be switched 

off in your region if “your” government does something that another government (for now the US) 

does not like? 

This is about as far from decentralisation (which is essential for a permissionless network) as it is 

possible to get. 

Unlike with Bitcoin, which is coded to have a small 1MB block size, and so can be run by almost 

anyone around the World on a personal computer, to run an Ethereum node, an extremely 

expensive server is required, which in almost all cases is rented from a large cloud hosting company 

such as Infura or Amazon Web Services. 

Once the imminent switch to Proof of Stake is made, validators will require 32 ETH in order to run a 

“node”, which is a significant amount of money when measured in dollars or pounds. 

Most “every day” people will not have 32 ETH (approx. $100,000 at the time of writing) available to 

run a node. 

So smaller investors will stake their ETH in “pools” run by exchanges such as Coinbase, Kraken and 

Binance. 



Other large holders of ETH such as exchange traded funds will likely do likewise (i.e. pool investors 

funds to run “super nodes”) to earn a yield on their Ethereum. 

Do you think that a validation network controlled by a small set of “super nodes” would be difficult 

for a powerful government to coerce, censor, or even shut down? 

This is a question we urge you to consider seriously. 

We believe that the high entry requirement to run a validator node will make the validation of 

Ethereum transactions extremely centralised. It also poses the obvious risk of loss -- due to hacks or 

mismanagement of funds -- to smaller investors who have less than 32 ETH, and so stake their ETH 

coins on exchanges because they cannot afford to run their own validator node. 

There is a famous saying amongst Cryptocurrency Investors who know what they are doing: “Not 

your keys, not your coins”. 

This means that if you do not personally hold the private keys to your crypto, you don’t actually own 

it – the entity that holds the keys does (for example a crypto exchange). 

Much like in the legacy banking system, where if you deposit currency into a bank, technically they 

own it and not you. You simply have a claim on it – an IOU from the bank -- which may or may not be 

honoured, depending on the banks liquidity, government decrees and so on. 

You are also subject to the banks rules on what you can and can’t do with “your” money. 

Long story short: You don’t want to be staking your ETH on an exchange if you want to control your 

own wealth. 

 

But the Issue of Decentralisation Gets Much Darker… 

Within the last few months, the ownership of both Infura and MetaMask were transferred from 

Consensys AG (a Swiss company), to a new company called Software Incorporated. 

Its alleged that this was done without holding a shareholder vote. In other words, illegally “under the 

table”. 35 of the other shareholders of Consensys are suing Joe Lubin (the founder of Consensys and 

major shareholder in Software Incorporated) over this at the time of writing. 

Now this is the truly scary part if you don’t trust the legacy banking system (and you really shouldn’t 

in our view)… 

Can you guess who is a 10% shareholder in the new company, Software Incorporated? 

JP Morgan. 

JP Morgan are thought of by many (including yours truly) as one of, if not the biggest white collar 

criminal enterprises in the World. 

I don’t want to get off track and in to why they are such a morally bankrupt organisation but you 

may wish to entertain yourself by looking online. You’ll no doubt get a picture of what kind of an 

organisation JP Morgan is, despite censorship around the issue. 

In our view, you can think of JP Morgan and “the establishment” interchangeably. 

Not only is the JP Morgan news unsettling, it’s also extremely suspicious. This is because the Infura 

and MetaMask assets were massively undervalued when the (allegedly) illegal transfer took place. 



Most would agree that MetaMask is the most ubiquitous and widely used wallet in the whole 

Cryptiocurrency space. But it was assigned a laughably low value of just $4.4M for the purposes of 

the transfer. 

In reality, it is surely worth orders of magnitude more. 

So to conclude this section of the Member report, JP Morgan have essentially been gifted 10% of the 

key infrastructure of the Ethereum network. 

The obvious question is: Why? 

 

So What is the “Bullish” Case for Ethereum? 

Having laid out all of the risks and truths that we have unearthed via deep and prolonged research, 

do we still think that Ethereum has a bright future? 

Possibly. 

The risk of storing wealth on the Ethereum network is magnitudes greater than storing it on the 

Bitcoin network because by comparison, it is a semi-centralised and therefor in practical terms, a 

permissioned blockchain. 

Put simply, if hostile actors such as governments wanted to shut it down they could do so quite 

easily. 

Put another way, it’s infinitely less secure that Bitcoin in its current incarnation and sadly we don’t 

see any sign of this changing significantly soon. 

However, there are a few factors to consider from an investment perspective: 

 

(1) The market may not care 

The market may simply not care about these shortcomings, at least in the short term. 

If the market (as a collective whole) doesn’t care about truly permissionless global borderless money 

then the price of Ethereum could well continue to climb, at least in the short-mid term. However, we 

have a high degree of confidence that over longer time periods, the advantages of Bitcoin over 

Ethereum will become ever more clear to the sophisticated investor. 

 

(2) The market is not educated 

The contents of this Member Report are not common knowledge amongst even relatively 

sophisticated Cryptocurrency Investors, and certainly not amongst normal “retail” investors. 

We do not know why more people are not talking about these shortcomings as many well known 

“crypto influencers” claim to hold more ETH than BTC, and in some cases claim to be 100% ETH 

holders. 

While this is a gamble that could pay off in the shorter term, it is indeed just that – a gamble, for the 

reasons outlined in this report. 

The Ethereum oligarchs may indeed be “benevolent dictators” and seek to change the protocol until 

it is truly decentralised. 

How they could do this from a technical perspective is hard to imagine, although projects like Pocket 

Network (POKT) are seeking to make Ethereum more decentralised. 



We find it difficult to see how it can ever be truly decentralised because of the fundamental issues 

laid out in this report, however. 

 

(3) Environmental propaganda 

There are active efforts by financially incentivised lobby groups to attack Bitcoin for its supposed 

harmful effects on the environment. 

Whatever your views about climate change and its causes, it has been proven time and again that 

these groups present false information. Bitcoin mining actively incentivises clean and renewable 

energy sources such as hydro-electric because they are cheaper than burning fossil fuels. It also uses 

waste energy such as gas flaring (which usually releases the powerful greenhouse gas methane into 

the atmosphere), which previously had no practical use. 

Bitcoin mining is location independent. Miners go where energy is cheapest and most of the 

network is powered by clean energy. 

These facts aside, the propaganda and lobbying persists. 

The obvious major beneficiary of this propaganda is Ethereum as it is due to switch to the Proof of 

Stake mechanism, which is estimated to use 99%+ less energy than Bitcoin. We are not necessarily 

insinuating that any players in the Ethereum network are behind the propaganda, but they could 

well benefit if it is successful. 

We believe that the fundamental advantages of Proof of Work over Proof of Stake will eventually 

become apparent to those who have not yet realised it. In other words, the truth always wins in the 

end. 

However, in the short term, the price of ETH could benefit from it. 

 

(4) Ethereum somehow achieves true decentralisation 

There are many clever and talented developers working on Ethereum, of that there is little doubt. 

It could be possible that somehow they achieve Bitcoin like immutability and permissionlessness by 

decentralisation. 

We can not see how this is technically possible under a Proof of Stake mechanism (where he who 

holds the most coins can influence monetary policy) but perhaps if there a real push towards 

decentralisation using some new technology or code, that would make sophisticated Cryptocurrency 

investors more comfortable holding wealth on the network. 

We find it hard to imagine that the shareholders of Software Incorporated (JP Morgan as well as 

other legacy financial firms including Mastercard) would want Ethereum to be truly permissionless, 

however. As we all know, financial institutions tend to like only one thing more than money. They 

like control. 

Summary 

The purpose of this Member Report has been twofold: 

1- 

To expose the truth about some propaganda surrounding Ethereum being the same as, or superior 

to Bitcoin. We hope that as Cryptocurrency adoption continues to sweep the globe, this will give 

Members full information so that you are able to make wise choices about your wealth and your 



own financial sovereignty, particularly in these crazy times of totalitarianism, war, misinformation, 

and crucially, high monetary inflation which leads to drastic increases in the cost of living. 

2- 

To encourage Ethereum holders to truly understand the risks involved with the asset they own. We 

retain our holdings of ETH at the time of writing (although we are reducing it), but in proportion to 

its risk against Bitcoin. 

I hope this has given you some insight in to the #2 Cryptocurrency in the World that 99%+ of 

investors do not have. 

It has been the result of more than a year of learning and hundreds of hours of specific and detailed 

research. 

I appreciate it may not be what everyone wants to hear (particularly if you are an ETH holder), but if 

you are, I urge you to confirm the facts within this Member Report for yourself. 

As the saying goes: Trust, but Verify! 

If you would like further reports highlighting some high risk, high return opportunities in the crypto 

market, we do have one or two that we are quite excited about. 

Please let us know if you would like us to produce reports on these opportunities? 

All the best, 

Adam 

P.S. If you’re thinking “great, I now know what not to invest in!”, I’d strongly advise reading the BTST 

Member Bitcoin Report, which is included in the price of this Report. 

 > You can download it here 

 

https://btst.co.uk/bitcoin-report-free/

