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Abstract:
Bitcoin is again drawing scrutiny –media from all over the world titled in February 2015 about
“a tremendous fraud with bitcoins”. In wake associated with this scandal, Hong Kong's central
bank informed customers against acquiring virtual currencies. However, we argue that Mycoin
scandal has nothing to do with Bitcoin. It is just a bitcoin-based scam that could have been
done with any other crypto, digital or physical currency.
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Last summer, local Chinese investors took a trip to Hong Kong for a bitcoin event financed by
Mycoin, the Hong Kong company that just all of a sudden closed shop, getting an
approximated $390 million along with it.
Today, in February 2015, Mycoin’s business office is vacant, a managing director has
supposedly transferred the firm’s financial assets to an Uk Virgin Islands account before
leaving, and increasingly more people say that in spite of promoting itself as a hub for currency
exchange, Mycoin in fact had no bitcoin at all.
Bitcoin is again drawing scrutiny, and in wake associated with this scandal, Hong Kong's central
bank informed customers against acquiring virtual currencies.
However, this has nothing to do with Bitcoin at all: MyCoin was basically running a Ponzi
scheme based on Bitcoins.
This generates negative publicity for this cryptocurrency and contributes to its poor notoriety:
nearly anonymous (Reid & Harrigan, 2013), risky and insecure (Moore and Christin, 2013; Eyal
and Sirer, 2014).
In 2012, the bitcoin trading platform Mt.Gox froze records of users who possessed bitcoins
that could be directly related to theft and fraud (Moser, Bohme, & Breuker, 2013). In spite of
this, scamming people with bitcoin hasn't ceased at all: it even turn out to be a remarkably
lucrative business for cybercriminals (Richet, 2013; Tropina, 2014).
In their empirical study of Bitcoin-based scams, Vasek and Moore (2015) identify 192 scams
and classify them into four groups: Ponzi schemes, mining scams, scam wallets and fraudulent
exchanges. In 21% of the cases, they found the associated Bitcoin addresses, which enables
them to track money into and out of the scams. They find that at least $11 million has been
contributed to the scams from 13 000 distinct victims. Indeed, the most successful scams
depend on large contributions from a very small number of victims...
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