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2017 was without a doubt the year that Bitcoin and cryptocurrencies 
reached the mainstream. Starting the year valued at less than $1,000, 
Bitcoin ended 2017 at nearly $14,000. That meteoric rise attracted 
attention from around the world. In January, Bitcoin was still viewed 
with skepticism; by December, Bitcoin futures began trading on the 
CME and CBOE exchanges. What will 2018 hold?

If you’re reading this, it’s because you’re interested in learning more 
about how to invest in Bitcoin. Maybe you don’t really know what 
Bitcoin is, and you want to find out more about it before you invest. 
Or maybe you’re set on investing in Bitcoin but don’t know how to 
get started. If either of those describe you, keep reading to find out 
how you can harness Bitcoin’s tremendous growth and make Bit-
coin an important part of growing your retirement portfolio.
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A form of digital cash that can be easily used by anyone, but that is superior to fiat currencies.

What Is Bitcoin?

Bitcoin is a cryptocurrency created by a person or group of people going by the 
name of Satoshi Nakamoto and released to the public in 2009. A cryptocurrency is a  
digital currency that uses cryptography to control its transactions, create new units of 
the currency, and verify transfers of the currency.

(855) 899-COIN   
info@CoinIRA.com   

Call Us to Start Your 
Bitcoin IRA Today!



03

The purpose behind Bitcoin’s creation was to create a form of digital cash that could be 
easily used by anyone, but that was superior to fiat currencies. Fiat currencies such as 
the US dollar rely on trust, that users of the currency trust the central issuing authority 
not to create an unlimited amount of the currency. If they were to do that, the value of 
each unit of the currency would quickly plummet to zero. 

As we have seen with central bank monetary policy in the aftermath of the 2008 financial 
crisis, that trust is often misplaced. Central banks will take advantage of their status as the 
central authority to create more and more money, benefiting governments and the banking 
system but eroding the purchasing power of the currency held by ordinary citizens.

Bitcoin gets around the trust problem by decentralizing the issuance of currency. There 
is no single authority who creates bitcoins, they are a creation of the work of the Bitcoin 
network and the millions of computers running the Bitcoin protocol. One of Bitcoin’s 
features includes capping the number of bitcoins created at 21 million, a number that 
won’t be reached until next century. That ensures that Bitcoin’s supply remains limited, 
and that users of Bitcoin can trust that, unlike central banks who can create money ad 
infinitum, no new bitcoins will be created once that limit is reached.

Bitcoin also allows users to interact directly with each other without having to go through 
the middleman of a bank or financial institution. That cuts down on both time and cost, 
and overcomes the trust problem inherent with banks as well. When using the banking 
system, you have to trust that the bank you do business with won’t become insolvent, 
a periodic problem with fractional reserve banking that can lead to bank failures and 
bank runs. With Bitcoin, users can control their own funds and be their own banks. 
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Once a transaction is confirmed, it is added to Bitcoin’s blockchain, 
a record of every Bitcoin transaction that has ever taken place.

How Does Bitcoin Work?

Bitcoin functions through a protocol that can be thought of as somewhat similar to email. 
Bitcoins are transferred from one person to another by sending them from the sender’s 
Bitcoin address to the receiver’s Bitcoin address. Most Bitcoin addresses are 34 characters 
long and are made up of a mixture of numbers and lower-case and upper-case letters.
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When bitcoins are transferred from one address to another, they have to be digitally 
signed with the sender’s private key, which proves that the owner of those bitcoins is 
actually the one sending them. The record of that transaction is sent to the Bitcoin net-
work, i.e. all the computers running the Bitcoin protocol software. The computers on 
the network then do cryptographic work to confirm whether or not the digital signature 
on a transaction is legitimate. If it is, then the transaction is confirmed.

Once a transaction is confirmed, it is added to Bitcoin’s blockchain, a record of every 
Bitcoin transaction that has ever taken place. That is part of the Bitcoin “mining” pro-
cess. After a certain number of transactions are confirmed, a new “block” is added to the 
blockchain and new bitcoins are distributed as a reward to the “miners” who helped to 
confirm the new transactions. Those bitcoins are then available to be spent.  

Private keys are the most important part of Bitcoin, they’re the secret passcode that 
allows bitcoins to be transferred from one person to another. Without the private key, 
you can’t send bitcoins to someone else, which means that you can’t sell them. Hackers 
also can’t transfer bitcoins from your account unless they have your private key. 

Private keys use cryptography to ensure that the digital signature accompanying each 
Bitcoin transaction will only be accepted if it is signed by the actual owner of the bit-
coins being transferred. That’s why it’s so important to keep your private key secure. 
Once your private key has been compromised, your bitcoins could be swept out of your 
account before you know it.
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Many Bitcoin users began buying Bitcoin through Bitcoin exchanges. In the early days of 
Bitcoin, many exchanges functioned through cash transfers that were mailed or wired 
to the exchange in order to purchase bitcoins. As the Bitcoin ecosystem matured, many 
exchanges began to allow users to link their bank accounts to their Bitcoin exchange ac-
counts, similar to how PayPal and other forms of electronic payment function.
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For many people today, that’s still the way they do things. Setting up an account with a Bitcoin 
exchange such as Coinbase, you can link your bank account to your exchange account and 
buy and sell Bitcoin. While it’s relatively simple, it’s not without its risks.

For one thing, your bank has to be comfortable with you linking your account to a Bitcoin 
exchange. Despite Bitcoin’s ever-growing popularity, there are still some banks who view it 
with a wary eye. Back in Bitcoin’s early days, many people who tried to buy Bitcoin with their 
bank account balances saw their banks shut down their checking and savings accounts. 
While that’s less of a threat today, at least with some banks, it’s always still a possibility. So 
if you want to purchase Bitcoin with the money in your bank account, you’ll have to make 
sure that your bank is okay with that.

Another risk from linking your bank account to a Bitcoin exchange is that you are putting 
your bank funds at risk of hacking. You are trusting in the security of the Bitcoin exchange to 
keep your bank account details safe. But if hackers are able to circumvent the controls that 
the exchange has put in place, you could very well see your bank account balance wiped 
out as hackers access it to buy bitcoins or make other financial transfers with your money.

The other major risk of purchasing bitcoins on an exchange is that any wallet or storage offered 
by the exchange may not be secure. By default, most Bitcoin wallets on exchanges are software 
wallets that are accessible to the internet. That means that not only can a Bitcoin owner access 
a wallet, but so can malicious hackers.

Many Bitcoin users found that out the hard way in 2014 when the Mt. Gox exchange 
announced that it was the victim of theft. Eventually, over 650,000 of its customers’ 
bitcoins ended up being unrecoverable, having been stolen undetected. Allegations of 
fraud ensued, and the remaining assets of the exchange are still the subject of ongoing 
litigation to recover Mt. Gox customers’ assets. 

That’s not to say that an exchange can’t offer extra security, or that you can’t take 
steps to enhance the security of a Bitcoin wallet, but trusting in an exchange means 
that you’re putting your trust in an entity whose primary focus is making money by 
facilitating transfers of Bitcoin, and not from keeping its customers’ assets secure.
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Bitcoin has provided tremendous gains in value to many of its users, 
and should continue to do so into the future. 

Mining, Purchasing, or Storing Bitcoin Yourself

In the early days of Bitcoin, most bitcoins were mined by a relatively small number of people. 
The power in a simple desktop computer CPU was enough to mine the first bitcoins. Because 
of Bitcoin’s mining algorithm, though, mining difficulty quickly outstripped the pow-
er available from a CPU. Miners started using the processing power of video cards 
(GPUs), then arrays of multiple GPUs, and finally dedicated mining machines known as 
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ASICs. Bitcoin mining now requires large amounts of cheap electricity to run the mining 
machines and a cold environment to dissipate the heat those machines put off. That 
puts Bitcoin mining out of the reach of most ordinary people.

But individuals can still purchase and store Bitcoin on their own. You can purchase bitcoins 
from an exchange but store your private keys on a wallet that you yourself control. But of 
course each method of private wallet storage comes with its own risks. 

The first method for storing your own bitcoins is to have a desktop wallet set up on your 
home computer. The wallet sits on your hard drive and contains the private keys that you 
use to sell your bitcoins. The primary problem with that is that if your hard drive becomes 
corrupted or the data on it otherwise becomes inaccessible, you will lose access to your 
bitcoins. You also run the risk of having your private keys stolen by hackers if the computer 
on which you have your private keys stored is used to access the internet.

Mobile wallets are similar to a desktop wallets except that they are designed specifically for 
phones or tablets. That enables users to access their coins on the go and use them to make 
payments at businesses that accept Bitcoin or to receive bitcoins as payment from other 
people. Some mobile wallets are web-based, posing the same problem that your private 
keys are exposed to hackers. Other mobile wallets reside on your phone and, unless you 
back them up regularly, you risk losing your coins if you lose or damage your phone. 
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A hardware wallet is a type of cold storage, in which your private key is kept on a piece of 
hardware specifically designed to store private keys offline. Many hardware wallets attach 
to computers through some sort of USB connection, allowing them to be connected to a 
computer when necessary. While no known thefts of bitcoins have occurred from hardware 
wallets, there are theoretical attacks that are possible that can compromise their security. 
And because of their often small size they are very easy to misplace. Lose your hardware 
wallet and you won’t be able to access your Bitcoin holdings.

Finally, there’s a paper wallet, which is exactly what it sounds like. Your private key is 
written on a piece of paper, which you then use to access and control your bitcoins. The 
obvious problem there is that if you misplace that piece of paper, or if your dog eats it, or 
it burns in a fire, your bitcoins are lost to you forever.

Don’t forget, too, that doing all of this yourself requires technological savvy that most 
ordinary investors don’t have. It also requires keeping up to date on and protected 
against new hacking methods, as hackers will do anything they can to get a hold of your 
bitcoins. That’s why setting up a Bitcoin IRA and working with trusted providers and 
custodians is often the best, most efficient, and most secure method for most investors 
to invest in Bitcoin.
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You may want to talk with your financial adviser to make sure 
that you’re comfortable with and able to afford the possible risks.

More and more investors choose to invest in Bitcoin through a Bitcoin IRA. Bitcoin IRAs offer 
many advantages that other methods of investing in Bitcoin cannot. The most important is 
that they allow you to use pre-tax dollars, including existing retirement assets, to fund your 
Bitcoin IRA. So if you have an existing IRA or 401(k) retirement account you can roll over funds 
from that account into a Bitcoin IRA and still enjoy the same tax advantages as a traditional 
IRA. All the same rules that would apply to your IRA invested in stock or bonds apply to your 
Bitcoin IRA and you don’t have to worry about a bank shutting down your accounts, because 
you control all the funds.

Investing in Bitcoin Through an IRA
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Bitcoin IRA custodians also make sure to focus on security. It’s important that you choose an IRA 
custodian who offers multiple layers of security, preferably including a hardware or paper wallet 
that keeps your cryptocurrency assets in cold storage, so that your investments will remain safe 
from hackers. The best Bitcoin IRA custodians offer multiple, customizable levels of security to fit 
every investor’s risk appetite. So if you want to have a paper wallet that’s stored in a secure vault 
that requires three different keys to open, they can make that happen. 

CoinIRA works with some of the most trusted custodians in the cryptocurrency business. 
Their experience in safeguarding customer assets is unparalleled, and they offer far greater 
security than what you can get on an average Bitcoin exchange or by storing your Bitcoin 
assets yourself.

When opening a Bitcoin IRA, it’s important to work with experts who are experienced with 
digital currency transactions, as not all are. Bitcoin IRAs have been legal since 2014, so the 
field is still fairly new and there are plenty of companies out there who have little experi-
ence either with IRAs or with digital currencies. Choosing an inexperienced company puts 
your funds at risk. CoinIRA has many years of experience in providing our customers with 
IRA solutions, and our staff are well-versed in the intricacies of digital currencies. We work 
with the best custodians in the business to make sure that our customers can fully enjoy 
the benefits of investing in Bitcoin.

When opening a Bitcoin IRA, you need to work with people who know what they are doing 
and who want to help you. That includes minimizing any fees that you may need to pay for 
safekeeping of your assets, account setup, and regulatory compliance. In general, flat fees 
are superior to sliding scale or percentage fees that rise as your assets appreciate in value. 
If you’re looking to invest in Bitcoin for retirement, you don’t want 4-5% or more of your 
holdings to get eaten up in fees every year. CoinIRA works hard to minimize the fees our 
customers have to pay so that they can maximize the growth of their retirement portfolio.
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Roll over retirement funds from an existing 
401(k), 403(b), TSP, or IRA.

If you decide to establish a Bitcoin IRA, the process is relatively straightforward. Our Coin-
IRA representatives can walk you through every stage of setting up your new IRA and 
selecting a Bitcoin IRA custodian. Everything we do for our customers is secure. Every 
conversation takes place on a recorded line, for your protection, and every transaction 
that you undertake requires your express permission. We have spent millions of dollars 
and thousands of hours on compliance, and we have helped numerous clients grow their 
retirement savings with Bitcoin.

The Mechanics of Using a Bitcoin IRA
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Funding an IRA to invest in Bitcoin isn’t difficult at all. You can easily roll over retirement 
funds from an existing 401(k), 403(b), TSP, IRA, or similar retirement account. Investments 
made with pre-tax dollars, such as those in your 401(k), can be rolled over into a Bitcoin 
IRA that offers the same tax advantages as a traditional 401(k) or IRA, allowing your gains 
to accrue tax-free until you elect or are required to take a distribution. Similarly, funds 
from a Roth 401(k) or IRA can be rolled over into a Roth Bitcoin IRA, allowing you to use 
post-tax dollars just like a traditional Roth account, but ensuring that your distributions 
won’t be taxed in the future.

As always, before engaging in financial transactions of this sort it helps to consult with 
your tax adviser to make sure that you do not incur any unforeseen taxes or penalties.

Once you have decided how you are going to fund your Bitcoin IRA, your CoinIRA 
representative will help you through the process of setting up your new IRA and will 
assist you in transferring your funds from your current retirement account into your 
new IRA. During that process, your Bitcoin wallet will be set up at the custodian you 
choose, so that you can begin investing in Bitcoin once your funds have cleared. 

Once your funds have been transferred to your new IRA and your funds and wallet are verified 
to be in compliance, you can then begin to use your funds to purchase Bitcoin to hold in your 
IRA wallet. Your CoinIRA representative will work with you throughout the process. 

Every purchase you make will take place on a fully recorded phone line so that there is 
no question that you, and only you, are the one making transactions with your funds and 
your bitcoins. Your CoinIRA representative can answer any further questions that you 
may have about this process.
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Investing in a Bitcoin IRA isn’t a get rich quick scheme – it’s a strategy to build wealth.

As with any other investment, investing in Bitcoin is not risk-free. While many people have 
made large amounts of money from investing in Bitcoin, gains aren’t guaranteed. Because 
Bitcoin markets are still relatively new and thinly traded compared to more established 
financial markets, the price of Bitcoin experiences more volatility than many other assets. 

Understand the Risks Before You Invest
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Swings of hundreds of dollars per day aren’t unusual in Bitcoin markets, and intra-day 
price charts often look like a roller coaster ride. But if you have the money to invest 
in Bitcoin and the patience to ride out short-term price swings, you could be rewarded 
handsomely. As with any other retirement account investment, investing in a Bitcoin IRA 
isn’t a get rich quick scheme – it’s a strategy to build wealth that you can draw on in your 
retirement. 

Before investing in Bitcoin, you may want to talk with your financial adviser to make 
sure that you’re comfortable with and able to afford the possible risks. And because 
government agencies are still playing catch-up with Bitcoin, its tax treatment still is in a 
bit of a regulatory gray area. If you expect to be taking distributions anytime soon, you’ll 
definitely want to consult with your tax adviser.
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Bitcoin’s long-term price will continue to march upwards.

Ready to Invest?

If you’re ready to make Bitcoin a part of your investment portfolio, there’s no better 
time to do it than right now. With a market that continues to grow and mature, the 
long-term gains to be made from Bitcoin are incalculable. Don’t miss out on enjoying 
some of the great gains that other Bitcoin investors have made. Call CoinIRA today 
at 855-899-COIN or visit us at coinira.com to find out how you can make Bitcoin a 
valuable part of your investment portfolio.
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