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			PROLOGUE

			Dr. Saifedean Ammous

			As a publisher at The Saif House, it is a true pleasure and privilege to be publishing The Bitcoin Enlightenment, a fantastic book that distills the wisdom of centuries of hard money civilization into terms that are easily understandable for the modern reader. Mr. Ricardo Salinas Pliego comes from a long line of successful businessmen and entrepreneurs who have developed and communicated this wisdom over generations, and we are lucky that he has taken time from his very busy schedule to produce this book, thanks to the great efforts of his co-authors Daniel and Pascal. 

			In 2011 and 2012, while studying the works of the late Hungarian economist Antal Fekete, I came across several articles by Hugo Salinas Price, a Mexican businessman who presented a keen understanding of the monetary problems of his country, and how hard money could have prevented them. Mr. Salinas Price and others in the circle of Fekete were always fascinating to me, like a really interesting uncle who possessed some deep insights into economics, which are not easy for our generation to grasp. It was Fekete who first pointed me to the concept of stock-to-flow, and its critical role in determining what the market chooses as money. Fekete argued that gold’s monetary role is a function of the large size of its existing liquid stockpiles in comparison to its annual production. Because of the incorruptibility of gold, humanity does not really consume gold, we just accumulate it. As we accumulate larger quantities of it, new production of gold becomes an insignificant fraction of the total liquid stockpiles available in the market. Based on the data of the last century, the ratio of gold’s liquid stockpiles to its annual production, has historically been in the range of 50 to 70. In other words, the global liquid stockpiles of gold grow at only around 1.5-2% per year. This low supply growth rate is unique to gold, and it means that at any point in time, gold miners are an insignificant player in the overall gold market. Even if the demand for gold rises and its market value increases, miners cannot meaningfully increase liquid stockpiles, since their entire production is a tiny fraction of these stockpiles. For metals with a lower stock-to-flow, mining output increases result in substantial increase in liquid stockpiles, thus bringing the price down.

			It was always quite remarkable to me that such an obviously critical concept was so alien to a majority of modern readers, whose understanding of economic issues had been so thoroughly shaped by Keynesian and statist propaganda, that the matter of the increase in the supply of various monetary assets was almost entirely overlooked. Yet even more remarkable was that nowhere else in the writings of the Austrian School economists had I come across a proper elucidation of this particular point. As far as I can tell to this day, nowhere does Menger, Mises, Rothbard, or Hayek discuss this particular concept, and I would love to be corrected if I am wrong on this. Even to the Austrians who understood fully well the importance of gold in the monetary order, this particular point seems to have been taken for granted and overlooked. For economists reared in the gold standard, there was an almost unquestioning and blind belief in the inevitable monetary role of gold, that it did not need to be justified or explained. Far more pressingly, it needed to be advocated for. The market had clearly chosen gold as money, and there seems to be little interest in arguing why. Whether they were ignorant of this point, or thought of it as being trivial and inconsequential, is not entirely clear. 

			I remained always fascinated by how such a profound point remained largely ignored. Understanding how the low stockpile growth rate of gold had given it its monetary role would prove enormously beneficial to appreciating the importance of bitcoin. Having been familiar with Fekete’s work, I was immediately interested in bitcoin when I first learned that it had an ever-declining low supply growth rate. When I wrote The Bitcoin Standard in 2017, I found the stock-to-flow ratio to be the essential conceptual framework around which the book was built. Not only does it help us make sense of the history of money throughout the millennia, leading up to the modern world, but it also provides the perfect entry point into explaining the economics of bitcoin, and even its technical operation. It is often said that the best way to understand something is to begin by understanding the why behind it. And when The Bitcoin Standard explained the importance of a low supply growth rate, it became possible to understand the true significance of the difficulty adjustment, which is arguably the most important technological breakthrough in bitcoin. By adjusting the difficulty of mining, Satoshi was able to ensure that the supply can grow according to the preset schedule, even with mining decentralized. Bitcoin was designed to have a stock-to-flow ratio that rises forever, until bitcoin production stops.

			While the importance of the supply growth rate was lost on the majority of people, this concept became quite popular among bitcoiners. I hypothesize that this insight appears a lot more vivid and meaningful to a bitcoiner than a fiater or even many goldbugs, because the bitcoiner is witnessing the rise of a new monetary asset in real time. The fiater cannot conceive of the importance of supply growth rate, because in his mind, money is what the state says it is. Many goldbugs are also incapable of understanding this point; they simply believe that gold is free market money, because there is an insurmountable amount of evidence that it was indeed the market’s money. But the bitcoiner, watching as bitcoin’s price continues increasing as its supply growth rate declines, cannot but miss the connection. 

			Another associate of Fekete is the late Swiss banker Ferdinand Lips, author of the wonderful history of the gold standard, Gold Wars. Mr. Lips’ book was a fascinating history of the development of gold as money, and its essential importance to civilization, and it was also full of startling insights into history, economics, and money which will remain with the reader and alter the way you see the world. Lips seemed like a man out of time and space; a man operating on a gold standard civilizational operating system living in the century of fiat degradation, an anachronistic throwback inviting you to understand and imagine how different our world today would be with hard money. This book also draws on the work of Felix Somary, the Raven of Zurich, to explain the devastating impact of the disappearance of the bill of exchange in favor of fiat money, and the German economist Heinrich Rittershausen who astutely explains how government debt works, and why it so often fails so drastically.

			Like with Fekete’s stock-to-flow, the ideas of Lips, Somary, and Rittershausen have also resonated with bitcoiners a lot more than they do with the nocoiners. Something about the old wisdom of hard money ideas can penetrate to bitcoiners while the nocoiner mind remains impervious to it. 

			The Bitcoin Enlightenment is a book in the tradition of these great and few men who truly and deeply understood the importance of hard money and its profound and far-reaching impact. Ricardo Salinas Pliego has distilled the wisdom he has learned from four generations of the hard money parents, uncles, grandparents, and great grandparents you wish you had. Four generations that have witnessed billions of percentages of fiat inflation consume their wealth, businesses, and societies, but always managed to come out on top in spite of it, because they could always tell the difference between real gold, and fool’s gold.

			Whereas my work, and the work of most bitcoiners, has focused on the monetary developments of the twentieth century and late nineteenth century, this book goes back much further. The discussion of the establishment of the Bank of England in the 17th century is highly informative. The emergence of the government bond market, and its relation to inflation, is also an extremely important and under-discussed topic which is explained clearly and lucidly in this engaging book. 

			In a world consumed by inflationist propaganda, the Salinas passed on this knowledge generation after generation. It helped them stay rich, and it ensured Ricardo Salinas Pliego was one of the first business tycoons in the world to recognize the enormous value of bitcoin. Whereas fiat-minded investors and magnates of his generation continue to make pathetic comparisons of bitcoin to tulip bulbs and beanie babies, Mr. Salinas Pliego has been using his enormous platforms to inform his countless followers of the importance of bitcoin, and how it can set them free from fiat slavery.

			While bitcoin continues to function as the only lifeline available to millions worldwide, so many of the world’s tycoons and businessmen continue to fail to see its importance, particularly when many of them have been the beneficiaries of the very inflationary theft bitcoin eliminates. While most of them can afford to ignore bitcoin for now, the millions of people who follow them for financial guidance and inspiration cannot. I remember vividly how many of my friends and colleagues in Lebanon would dismiss bitcoin based on the words of Warren Buffet, Bill Gates, and other inflation beneficiaries and inflation enthusiasts. While the fiaters continued to bask in their fiat privileges, the people of Lebanon who listened saw their life savings vaporized in the currency crisis that started in 2019.

			It is difficult to overstate how important it has been to have an advocate for bitcoin of the calibre of Mr. Salinas Pliego. He is one of the most well-known faces in Mexico, familiar to the tens of millions who buy products from his countless shops, use his financial services, watch his tv stations, and hear about his financial successes and magnificent lifestyle. Millions of Mexicans follow him on social media to learn of his ideas. Having him constantly speak about bitcoin has undoubtedly influenced countless people worldwide to take bitcoin more seriously. One can only imagine how many lives he has saved from misery and destitution by pointing them to bitcoin and clearly and repeatedly telling them to save in it.

			More than just a very helpful guide to understanding the historical significance of bitcoin, this book also contains the practical business wisdom of an entrepreneur triumphing over a terrible government policy. I very much enjoyed this book, and hope you enjoy it too.

		

	
		

		
			INTRODUCTION

			Unironically, The Bitcoin Englightenment: Ending the Fiat Dark Age, was born during one of humanity’s dark hours, a time that eerily demonstrated how quickly our every freedom can be stripped away. In the winter of 2022, during the height of the covid-19 pandemic, I was approached by two young Bitcoin enthusiasts requesting an interview. I was not familiar with Pascal and Daniel’s work, and their names did not ring any bells. To the surprise of my staff —and my own— I nevertheless invited the two Bitcoin plebs to my headquarters in Mexico City to sit down for a conversation. 

			What unfolded during that 45-minute interview, which later went viral on YouTube, was a lively discussion on the failures of fiat money, the role of central banks and their “high priests”, my personal experience with hyperinflation, and the freedom hard money such as gold, silver —and now bitcoin— offers to the world.

			Pascal and Daniel proposed capturing the essence of our discussion in writing, which sparked the idea for this book. We agreed that in order to best point out the need for Bitcoin as the hardest money ever created, it is beneficial to first familiarize the reader with the unjust and fraudulent nature of the current financial system. After all, once you realize the game is rigged, opting out does not require much persuasion.

			 For this reason, the book starts by sharing my personal story and how living through hyperinflation in Mexico helped me understand the profound value of Bitcoin. From this follows the historical timeline of money, exploring its origins and the path that led us to the flawed fiat system we face today. The last two chapters delve into Bitcoin and what hopeful future this new monetary technology promises to all of us.

			 Just like Daniel, Pascal, and I, increasing numbers of individuals around the world are turning to Bitcoin to escape fiat. In the fiat world, I am often introduced as the “third-richest man in Mexico” and featured on well-known lists of billionaires. But I have always distrusted these rankings —they are distractions, unworthy of serious attention. While I am fortunate to enjoy financial success, I firmly believe that wealth is not a zero-sum game. Quite the contrary, the real enemy is poverty, and eradicating it should command all our creativity and energy. This is the true path to inclusive prosperity.

			

			Achieving this goal requires a foundation of freedom, trust, and adherence to the rule of law. Only within such an environment can innovation, competition, investment, and the growth of businesses and jobs thrive—transforming the lives of millions of families for the better. Yet, the very nature of fiat money undermines this vision. It strips away our purchasing power, steals our time, divides society, and erodes our very freedom. And once we lose our freedom, we lose our identity, our purpose, and the very essence of why we exist. My friend, Dr. Ulrich Wacker, captured this truth beautifully when he wrote:

			“Freedom always respects man’s belongings. A person should be free to decide on what they have acquired through their own effort. [...] Without the right to determine one’s fate, the right to property and the right to privacy, man is exposed to the whims of others and loses independence.”

			Our goal with this book is to educate, inspire, and serve as a wake-up call for open-minded readers, young and old alike. Education and freedom are inseparable —education empowers freedom, and freedom fuels education. When individuals apply their knowledge and nurture their critical thinking, culture thrives, economies grow, and opportunities for a better life abound. The more people see the truth, the harder it becomes for lies to persist.

			At the heart of this message is the belief that we must fight to defend what we hold dear: our freedom. We are free individuals, not slaves. Property is sacred and integral to our freedom —it represents the fruits of our time, life, and effort. I do not steal, nor do I allow myself to be stolen from. We have both the right and the responsibility to defend ourselves.

			Free, neutral and sound money is the foundation of civilization. A solid currency creates well-being through the possibility of planning for the future and, therefore, investing. It promotes trade, and trade is peace. A free society cannot exist without free money, and true freedom requires money rooted in the principle of liberty. Bitcoin embodies this freedom. Thanks to Bitcoin, we are offered a future of financial freedom instead of slavery—the freedom to truly own our money and decide how to use it. May this book illuminate that path for its readers.

			 

			

			Ricardo, Pascal, Daniel
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			My Bitcoin Story

			The question I am asked most frequently during interviews is: “Ricardo, how did you get into Bitcoin”? The short answer is that I heard Barry Silbert, ceo of Digital Currency Group, talk about Bitcoin in 2013. At his keynote address in New York City, Barry presented Bitcoin as a unique investment opportunity. Convinced, I took the trade and bought my first Bitcoin at $200. Just twenty days later, the price had risen to over $500. When that happened, I thought, “Well, I’m a genius at investing” and purchased a lot more Bitcoin. As you can imagine, this trade ended up being vastly successful. As a matter of fact, it was so successful that I was forced to look into Bitcoin more deeply.

			After studying Bitcoin more thoroughly, I started to understand the true innovation behind this new type of money. First gradually, then suddenly. It dawned on me that for the first time in history, mankind now has a finite money whose supply is limited to a hard cap of 21 million coins. And more importantly, with Bitcoin, we have money that is unseizable because it can be held in self-custody. Money that is highly censorship-resistant, digital, and is increasing the freedom and sovereignty of its holders. Like many before me, I had come to Bitcoin for the money but stayed for the revolution.

			The long answer

			I was raised in a family that has believed in the principles underpinning Bitcoin for over a century. My grandfather and my father have been gold bugs all their lives. From a young age, I was taught about the evil nature of fiat money and that it would one day collapse. Consequently, I have been very much aware of the fact that fiat money is unsound and a fraud.

			The discomfort of our world is profound, and those who should watch over us refuse to recognize the direct cause: fiat currency.

			 Hugo Salinas Price, 1997

			Looking at my family history, it comes as no surprise that my father and grandfather were strong advocates for sound money in the form of gold and silver. I come from a family of fourth generation entrepreneurs. Our entrepreneurial history began with my great-grandfather, Benjamín Salinas. Born in 1884, he began to work in his father�s saddle business at the age of 14. At the time, the family business was taking advantage of the cottage boom at the end of the 19th century, producing mattresses and saddle covers for horses. 

			Benjamín turned out to be an excellent salesman. Seeing his potential, his father encouraged him to pursue a higher-income job. Soon, Benjamín started to work for the most influential businessman in his hometown, Monterrey, who later offered him a partner position in his firm. Benjamín rejected the offer, firm in his decision to start his own business.

			Together with his brother-in-law, Joel Rocha Barocio, he began selling household goods, with beds being their greatest success. The duo started importing European beds and later built a foundry that enabled  them to produce their own brass beds in series. This marked the birth of Benjamín Salinas & Company, founded in 1906. The company turned out to be a success, but had to close its doors again in 1914 due to the monetary devastation brought about by the Mexican Revolution (1910-1920).

			The Mexican Revolution

			The Mexican Revolution (1910-1920) had a profound impact on the issuance and circulation of currency in Mexico. Five years prior to the revolution, in 1905, Mexico had enacted a monetary reform, amended the coinage law, and introduced the gold standard. In this reform, a one peso coin was defined as containing 0.75 grams of fine gold. This was a good omen and for a brief period, Mexico’s monetary system stood on a solid foundation.

			However, in 1913, three years into the revolution, General

			Victoriano Huerta came to power. He had staged a coup in which Francisco Madero, the elected President of Mexico, was assassinated. Huerta took over and ordered private issuing banks to hand over all metal-backed banknotes to his government, which allowed him to issue unbacked banknotes in huge quantities. These notes quickly depreciated in value, crippling the Mexican banking system and economy. 

			Due to the subsequent currency shortage, traders, landowners, municipal authorities, and the military were forced to issue their own money. Between 1913 and 1915 necessity money in the form of notes, pieces of cardboard, and vouchers was created to meet the economic needs for a medium of exchange. Several types of silver and gold coins were minted as well, but it was paper issuance in particular that multiplied during that time.

			It was primarily the military leaders who took advantage of this monetary vacuum. Venustiano Carranza, First Chief of the Constitutionalist Army, was the first to start issuing his own money notes. Soon, he gave several of his revolutionary leaders permission to follow suit. This set a precedent, and every successive revolutionary general that came into power issued his own currency. 

			Of course, the great variety of money notes further complicated the situation, especially because the notes’ value depended heavily on the power and authority held by the issuer in a specific region. A shift in the power dynamics had a major impact on the value of the respective notes, as the paper money was only backed by the power of the issuing army and its general. People soon started calling these notes bilimbiques —worthless pieces of paper— as they continuously devalued and were counterfeited in large quantities. The only safe money during this time period were gold and silver coins, which were in short supply.

			It should come as no surprise that under these circumstances, Mexicans lost their trust in paper money. This became apparent when in 1916 the constitutionalists under Venustiano Carranza consolidated power and forced putschist Victoriano Huerta out of office. To resolve Mexico’s monetary conundrum, Carranza decreed that in the future the only valid paper money would be the newly created “unforgeable” banknotes produced by the New York-based American Bank Note Company on behalf of the Mexican government. But the unforgeable banknotes shared the same fate as their predecessors and lost their value within a matter of weeks.

			Thus, the Mint of Mexico began minting metal coins again and Carranza mandated that workers should only be paid in coins. This measure finally started to resolve Mexico’s monetary problems and paved the way for the Central Bank of Mexico, which was established by law in 1917 and created in 1925. 

			The birth of Salinas & Rocha

			With monetary chaos slowly receding, and the new Mexican Constitution signed into law in 1917, political and economic stability returned to Mexico. In these times of new beginnings, my great-grandfather Benjamín and his former business partner, Joel Rocha, had the courage to relaunch their business. To bootstrap the business, each founder contributed half of the capital. Their furniture store opened up under the name Salinas & Rocha, and the two business-savvy men soon developed it into a chain. 

			Both entrepreneurs understood the value of selling by offering credit and created the sales-on-installment system, which further drove their business. Soon, the company offered a wide range of products ranging from insecticides to soaps, thereby managing to establish itself and prosper despite the unfavorable situation in the country following the revolution.

			From generation to generation

			My grandfather, Hugo Salinas Rocha, started his tenure at Salinas & Rocha as a factory worker. Four years later, he was appointed manager of the Mexico City store, turning it into the company’s most profitable division. Salinas & Rocha became the first company to establish and advertise fixed prices in Mexico. Like his father, Hugo had great talent for business and was highly interested in modern technology.

			In 1948, in addition to his role in Salinas & Rocha, Hugo, together with American businessman Donald Stoner, founded Radiotécnica, a small radio factory that became a supplier of Salinas & Rocha, providing it with state-of-the-art technology. Only two years later, in October 1950, Hugo Salinas Rocha created the Elektra Mexicana brand. In addition to radios, Elektra Mexicana started assembling imported television sets and, shortly after, began manufacturing its own models. The initiative turned out to be a great success. Selling at a lower price to the greatest number of customers turned Elektra into a major player in Mexico’s modernization.

			My father, Hugo Salinas Price, had greatly promoted and supported the manufacturing of Elektra’s own television sets. As a result, at the young age of 20, my father got promoted and assumed the position of Elektra’s General Manager. This was the year 1952.

			The great divide

			In 1961, Salinas & Rocha had grown into a large chain running 38 stores with sales totaling over 200 million pesos. Sadly, the relationship between the Rocha and Salinas families had deteriorated over time to a point where the company’s board of directors decided to remove my grandfather from his position as ceo. Although my grandfather retained a shareholding stake in the company, from that time on, no member of the Salinas or Rocha family could direct the company.

			My grandfather seized the transition as an opportunity to fully commit to Elektra. Working alongside my father, they transformed this small organization into a major chain, distributing electronics and consumer goods throughout Mexico. By 1964, their efforts had paid off, culminating in the opening of their 16th store. Both companies, Elektra and Salinas & Rocha, remained in the business of selling consumer goods, and soon the former allies became fierce competitors. 

			

			A family of gold bugs

			Considering my family’s history and our firsthand experience during the Mexican Revolution, witnessing the destructive impact of unbacked paper money on society, it comes as no surprise that both my grandfather and father have been gold bugs all their lives. My father has spent a large part of his life promoting silver currency in Mexico as a way for people who don’t have access to financial institutions to have a reliable means of saving.

			With silver currency, Mexico will become a beacon of hope for the world. A light that shows the possible way out of the swamp of slavery and perpetual impoverishment, represented by paper money. 

			Hugo Salinas Price, 2004.

			Mexico, like many other countries, has a long tradition of minting coins from precious metals. Regrettably, Mexico’s silver coinage has followed the model that was invented by Roman emperors 2,000 years ago. For several centuries, up until 1911, the Mexican peso contained 24.44 grams of silver. As a result of the Mexican Revolution, Roman diluting techniques were applied to the peso. In 1918, a new peso containing only 14.5 grams of silver was introduced. Later, the amount was reduced to 12 grams and then to 7 grams. In 1950, the silver content was again reduced to 4 grams, then to 1.6 grams, before silver coinage finally ceased.

			The silver lining during this time of currency debasement was the introduction of the Scales Ounce in 1949 by the Mexican Central Bank, a coin containing one ounce (31.1 grams) of silver, and without nominal value. Replaced by the Libertad series in 1982, these coins, although not accepted as a means of payment, provide Mexicans easy access to silver for diversifying their savings.

			To this day, my father remains a staunch advocate for adopting a silver currency in Mexico once again, primarily because saving in a fiat system poses significant challenges for the less affluent and educated. He rightfully states that to effectively guard savings against fiat devaluation, one needs a level of financial savvy that many people lack and arguably shouldn’t need. In contrast, precious metal coins offer a simpler way for individuals to preserve their wealth and are accessible to all, irrespective of their educational level or financial market exposure. My father often says: When the population enjoys a silver currency, it has the tranquility and peace of mind that come from possessing a currency of enduring value. This sentiment captures the essence of his approach: making wealth preservation viable for everyone.

			Joining the family business

			Growing up in an environment that advocates hard, sound money, from a young age I have been taught that fiat money would ultimately collapse. In 1980, shortly after graduating from business school and joining the family business, I got a first taste of how justified my family’s skepticism and criticism of fiat money was.

			When I joined Elektra, the company was operating 59 stores throughout Mexico and employed around 2,000 people. As early as 1962, Elektra had facilitated customer access to consumer goods by offering them a 24-month credit option. Although the business generated high sales volumes, it needed liquidity as money was not coming in as fast as needed to pay suppliers and sell more products. Thanks to financing from the Bank of America, Elektra was able to further expand and increase sales.

			In 1976, Elektra faced its first shock from unstable fiat. That year, the peso experienced a sharp devaluation, declining in value from 12.50 to 20 per us dollar. Since Elektra had us dollar denominated debt, we had to quickly rethink our strategy. My father proposed launching smaller “satellite” stores focused on cash sales instead of credit, aiming to clear the debt, improve cash flow, and strengthen our liquidity.

			But the situation was about to get much worse. The oil price crash in 1981 sent Mexico’s inflation soaring to triple digits. The mxn/usd exchange rate skyrocketed from 20:1 in 1980 to over 3000:1 by 1988. My salary, in us dollar terms, collapsed from $2,000 in 1980 to $20 in 1988.
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