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E ven by the standards o f B i t c o i n , things are crazy i n 
China. As the b o o m i n cryptocurrencies has become 

the biggest speculative bubble i n recorded history, a single 
c o m p a n y i n Beijing's Haid ian Distr ic t has been sel l ing the 
chips t h a t generate as m u c h as 80 percent o f the w o r l d ' s 
c r y p t o c o i n s . "We feel lucky," says J ihan W u , t h e co-chief 
executive o f B i t m a i n Technologies L t d . , w h i c h was m o r e or 
less u n k n o w n t w o years ago a n d , according to W u , booked 
revenue of $3.5 b i l l i o n i n 2017. Cryptocurrency networks r u n 
o n number-crunching, electricity-hogging " m i n i n g " technol­
ogy, and to play i n that game w i t h any seriousness, you pretty 
m u c h need Bitmain's chips. A n d because it's China, the whole 
t h i n g could fall apart at any minute . 

Last year the government cracked d o w n on cryptocurrency 
t r a d i n g a n d banned i n i t i a l coin offerings. This year it's sent 
signals that i t could seriously restrict m i n i n g . So even t h o u g h 
B i t m a i n has succeeded far beyond Wu's expectations, he's 
already p lanning for the company's next act: artificial intel l i ­
gence. "As a China company," says the taciturn 32-year-old, "we 
have to be prepared." 

D u r i n g a r a r e series o f i n t e r v i e w s w i t h Bloomberg 
Businessweek at Bitmain's headquarters, W u and his execu­
tives say A I chips are a natural adjacency for their privately 
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AI 
Bitmain's Al chip, the BM1680 

h e l d , extremely secretive company. "Art i f ic ia l intell igence 
requires lots o f computat ions," says W u . That makes i t l ike 
Bitcoin mining , w h i c h is best done by a custom chip k n o w n as 
an application-specific integrated circuit , or ASIC. 

On the strength o f such chips, Bitmain has quietly become 
a global power. A February report by Bernstein Research esti­
mated that the company might be generating profits o f more 
than $3 bi l l ion per year, about the same as its m u c h larger rival, 
Nvidia Corp. The report also suggested that Bitmain is probably 
one o f the five biggest customers o f the most advanced fab­
r icat ion process offered b y the Taiwanese chip giant Taiwan 
Semiconductor Manufacturing Co., w h i c h also counts among 
its clients Apple Inc. a n d Q u a l c o m m Technologies Inc. W u 
declined to comment o n Bitmain's profits, b u t i t seems a safe 
bet diat, given the company's revenue figure, things aren't quite 
as rosy as Bernstein's estimate. TSMC declined to comment. 

I n October, B i t m a i n began selling early prototypes o f its 
Sophon BM1680. The ASIC chip, which is sold as part o f a $600 
accelerator card that y o u attach to a computer, is designed 
expressly to speed u p machine learning. A l though i t doesn't 
do everything that high-end graphics cards made by the likes 
of Nvidia and Advanced Micro Devices Inc. do, it's more pow­
erful for some kinds o f deep learning, and m u c h cheaper. "We 
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are just trying to do something that they cannot take care of well 
enough," says W u , w h o estimates that as m u c h as 40 percent 
of Bitmain's revenue w i l l come f r o m A I chips w i t h i n five years. 

He's got a ways to go. Bitmain's b ig A I chip, Sophon-named 
after the t iny supercomputer in the wi ldly popular Chinese sci-fi 
novel The Three-Body Problem-came out five months b e h i n d 
Google's leading design, the Tensor Processing Unit . But whi le 
Google is the company to beat i n all things A I , its chips are avail­
able only to customers of its cloud services, w h i c h are banned 
i n China. That gives W u a strong position at home. 

I f Bitmain's recent history is any guide, the company may not 
remain an A I underdog for long. In 2011, Wu, a video game geek 
w h o favors white T-shirts, light jeans, and sneakers, stumbled 
into the w o r l d of crypto whi le w o r k i n g as an investment ana­
lyst i n Beijing. He quickly became obsessed, devouring every­
t h i n g he c o u l d about cryptography a n d m o n e t a r y history. 
He translated into Chinese the famous Bitcoin w h i t e paper, 

o r i g i n a l l y w r i t t e n i n 
English by the pseudon­
y m o u s author Satoshi 
Nakamoto, and became 
a f i x t u r e o n o n l i n e 
cryptocurrency forums. 

I n 2013, W u m e t 
u p w i t h e n t r e p r e n e u r 
Micree Z h a n f o r d i n ­
ner at a l o c a l restau­
r a n t . Z h a n , a c h i p 
designer b y t r a i n i n g , 
had p i tched h i m years 
earlier on an investment 
in his startup, which was 
focused o n TV set-top 
boxes. They spent t w o 
hours discussing the ins 
and outs o f Bitcoin, and 

Wu proposed starting a chip company. Zhan, whose startup had 
been struggling, listened intentiy. The next m o r n i n g , he spent 
two hours learning more about cryptocurrencies on Wikipedia. 
He called W u the next day and said he was i n . They sold their 
first chip later that year. 

I t was, W u n o w says, one o f t w o Bitcoin businesses that 
seemed plausible. The other was a cryptocurrency exchange, 
a model that came w i t h far more legal risks. "The only thing that 
is good to do is Bitcoin mining," he says. "Because i t is too per­
cent sure i t is legal." 

In the early days, w h e n Bi tco in a n d its i l k were m a i n l y the 
prov ince o f m a t h geeks a n d d o r m r o o m l i b e r t a r i a n s , hob­
byists c o u l d m i n e Bi tco in using software t h a t r a n o n a lap­
top. But as interest grew, miners were forced to beef u p their 
rigs i f they wanted to keep solving puzzles and earning coins 
faster t h a n the next miner . That set off a frantic technolog­
ical arms race, w h e r e t r a d i t i o n a l CPUs were replaced w i t h 
high-end graphics chips, or GPUs. 

By the end of 2013, w h e n the price of Bitcoin h i t $1,000 for 
the first t i m e - i t topped $19,000 last year before t u m b l i n g back 
into the $8,000 range-miners began experimenting w i t h ASICs, 
inc luding Bitmain's offering. The chips, w h i c h had the neces­
sary algorithms coded directly onto the silicon, were faster and 
used less electricity than GPUs. 

Today, Bi tmain Antminers are one-trick, server-size boxes 
that sell for a few h u n d r e d to a few thousand dollars. Instead 
o f the various parts that make u p a t r a d i t i o n a l PC, t h e y ' r e 
filled w i t h dozens or h u n d r e d s o f i d e n t i c a l h i g h - p o w e r e d 
chips. Customers are mostly large m i n i n g operators in places 
w i t h cheap electricity. Rural China, w i t h an excess of cheap 
coal power, is the most p o p u l a r locat ion by far. 

Bitmain's success has made i t a w h i p p i n g boy for purists 
w h o cherish Bitcoin as a way to subvert any k i n d o f central­
ized authority. Decisions about the future of the currency are 
made democrat ical ly , w i t h v o t i n g p o w e r based o n the per­
centage of transactions one controls. This meant Bi tmain had 
a lot of influence when it began arguing that Bitcoin should be 
tweaked to make i t easier to use to buy and sell things, w h i c h 
y o u m i g h t t h i n k a no-brainer. Not i n C r y p t o l a n d , where n o 
disagreement is too small to go full-nuclear over. D u r i n g one 
exchange i n 2016, the n o r m a l l y restrained W u tweeted at a 
cr i t i c , " F — y o u r mother ." Eventually, B i tco in spl i t i n t o t w o 
currencies: an original flavor and a new Bjtmain-backed cur­
rency called Bitcoin Cash. The newer model has slightly more 
central ized c o n t r o l a n d m u c h lower transaction fees. 

" T h a t is an o l d story," W u says o f the d ispute . " T h e 
cryptocurrency w o r l d is becoming more diversified." W i t h that 
i n m i n d , he's selling m i n i n g rigs customized for more t h a n a 
dozen different coins, and he plans to add more. 

Controversy, o f course, has ensued. I n A p r i l , B i t m a i n 
released an $800 miner for Ethereum, another cryptocurrency 
that had been seen as resistant to ASICs and thus harder for 
powerful companies such as Bitmain to dominate. Even so, the 
news set off a frenzy, w i t h stock prices of graphics-chip makers 
falling. I t also provoked the usual high-intensity debate among 
Ethereum developers over whether the currency should once 
again be "forked"-that is, split off into a new version that w o u l d 
render Bitmain's miners useless. 

E t h e r e u m developers have since seemed to make peace 
w i t h Bi tmain 's entrance i n t o t h e m a r k e t , a n d W u shrugs 
off c r i t i c i s m s about his company 's p o w e r because o t h e r 
chipmakers w i l l inevi tably enter the market , too . " I f it 's n o t 
us, i t m i g h t be I n t e l , i t m i g h t be Nvidia , i t m i g h t be A M D , " 
he says. 

For now, Bitmain is on the offensive. It's bui lding new mines 
i n the U.S. a n d focusing its efforts i n China on chip develop­
m e n t . W i t h A I , B i t m a i n is targeting an i n d u s t r y that , unl ike 
Bitcoin, has the full backing of Beijing. Last July the central gov­
ernment announced plans to t ransform China into the lead­
ing A I player by 2030, b y investing i n research and supporting 
related businesses. I f that s u p p o r t materializes, Bi tmain 's 
uncerta in posi t ion, a n d any fear o f a regulatory crackdown, 
w i l l be a distant memory. © — W i t h Tom Mackenzie 


