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If you're interested in crypto investing, chances are you were drawn in by stories of people 
getting rich overnight. Headlines like “He invested a thousand and made a million!” are 
everywhere. But what you don’t hear as often is the other side of the story: the fact that 

most investors lose money in crypto, and many of their portfolios never recover.

The Truth About 
Losses in Crypto
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In 2021, many investors jumped into memecoins like Shiba Inu and SafeMoon, convinced 

that the price would keep rising. When the market turned, most refused to sell, holding 

on with the hope that “it will bounce back.”

The result? An 80–90% drop in value for those who didn’t cut their losses in time.

Example

Loss is Inevitable in Crypto—for Several Reasons:
The market is highly volatile—prices can jump or crash by 20–50% in a single day.

External factors like government regulations or exchange hacks can shift the 
market overnight.

Many people enter without a clear plan, making emotional, impulsive decisions.

The harsh reality? All investors face losses at some point.
What separates the winners from those who lose everything is how they manage those losses.

The Wrong Mindset That Leads to Failure
Some investors refuse to accept losses, clinging to the hope that prices will eventually bounce 
back. But the reality is, not all crypto projects recover—some fade away completely. Holding onto 
bad bets out of denial can turn small losses into permanent ones. Accepting when it’s time to cut 
your losses is a sign of maturity, not failure.

How to Handle Losses the Right Way
Accept reality – Not every coin will rise forever. Some just won’t come back.

Plan ahead – Set rules before you invest, so you’re not caught off guard when 
things go south.

Detach emotionally – If a project has lost its long-term potential, cut your losses 
and move on.



01    Myths That Make You Lose Money
The Crypto World Is Full of Dangerous Myths That Can Lead to Major Financial Losses
Here are three of the most toxic ones:

The belief that you have to risk big to win big can push you toward reckless decisions 
like going all-in or using excessive leverage. While some stories of success exist, the 
majority of people who take high-risk bets end up with massive losses. True winners 
focus on risk management and aim for consistent gains—not overnight riches.

The Myth of Extreme Risk

While HODLing is a valid long-term strategy for strong assets, holding any coin no 
matter what is dangerous. Many projects have collapsed permanently, and investors 
who refused to sell in time lost everything. Knowing when to let go of a weak investment 
is crucial to avoid total losses.

The Myth of Absolute HODLing

Many investors take advice from online influencers who often promote coins for 
personal gain. “Pump and dump” schemes have caused massive losses for those who 
blindly followed viral hype. That said, there are also credible voices—experienced 
analysts and investors offering valuable, data-driven insights. The key difference? They 
don’t promise quick riches—they promote financial education and solid strategies. 
Even then, the best strategy is to Do Your Own Research (DYOR)—never rely blindly on 
flashy promises.

The Crypto Influencer Trap

Success in crypto doesn’t come from luck or quick formulas—it comes from education, strategy, and 
risk management. Impulsive decisions, promises of fast wealth, and blindly following so-called 
“experts” often lead to massive losses. On the other hand, those who achieve steady results are the 
ones who carefully analyze the market, diversify their portfolios, and follow a balanced strategy. It’s 
essential to stay flexible, learn from your mistakes, and avoid emotional attachment to unsustainable 
investments.Crypto offers huge opportunities—but only for those who approach it with caution, 
discipline, and critical thinking.

Conclusion
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Sometimes, financial losses aren't the result of one major mistake, but rather a series of 
small decisions and subtle thinking errors that slowly chip away at your portfolio over 
time. These invisible traps are hard to spot, but they can have a serious impact on your 
investment results in the long run.

02    Security and Technical Losses

How to Avoid This Trap

Confirmation Bias in Crypto
The human mind tends to seek out information that confirms existing beliefs while ignoring 
anything that contradicts them. In crypto, this bias can lead to irrational attachment to a 
project—even in the face of clear red flags. For example, if you bought a token convinced it 
will rise, you might only follow sources that support your belief and completely ignore warning 
signs—like the team quietly selling tokens or a newly discovered security vulnerability. This 
tunnel vision can turn a hopeful investment into a costly mistake.

Deliberately seek out opposing views and critical analysis. Ask yourself, “What 
could go wrong with this project?”—and answer honestly. Being willing to 
change your opinion when presented with new evidence is not a weakness; it’s a 
sign of maturity and strong decision-making.

Information Overload
Ironically, investors can lose money not just from a lack of information—but also from having 
too much of it. If you spend hours scrolling through Twitter, Telegram, and Discord, chasing 
endless opinions and predictions, you might find yourself paralyzed by indecision. Constantly 
second-guessing every move for fear of making a mistake can lead to missed opportunities 
and inaction—both of which are costly in fast-moving markets like crypto.

How to Protect Yourself
Create a clear set of decision-making criteria and stick to just a few trusted 
information sources. Avoid obsessively checking the market and rely on your 
strategy—not on every short-term price movement. Instead of getting 
overwhelmed by the constant noise, focus on the quality of information over 
quantity. A solid plan and a calm mindset will serve you far better than chasing 
every new headline.
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The Pitfalls of Poor Diversification
Diversification is a core principle in investing—but when done wrong, it can do more harm 
than good.

Too Little Diversification
If your entire portfolio is concentrated in just 1 or 2 coins, your risk is sky-high. If 
those projects fail, the losses can be devastating. Many investors have lost 
everything by betting on a single “sure thing,” only to watch it collapse without 
warning.

Too Much Diversification
Holding 40–50 different coins might feel safe, but in reality, it becomes impossible 
to track and understand them all. Plus, many crypto assets are highly 
correlated—meaning that during a major crash, your whole portfolio could 
drop just like the rest of the market. And if you only hold tiny amounts of each 
coin, even a 10x gain on one won't significantly move the needle. Smart 
diversification is about balance—not extremes.

Let’s say you’ve invested in 15 different crypto projects—most of them DeFi tokens. On 

paper, it might look like decent diversification. But in reality, if the entire DeFi sector 

takes a hit, all 15 tokens could drop sharply at the same time. A more balanced strategy 

would include a mix of blue-chip coins (like BTC and ETH), projects from different sectors 

(DeFi, gaming, infrastructure), and a realistic limit on how many assets you can actively 

monitor and manage.

Real-World Example of Wrong Diversification
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Unrealistic Promises and Lack of Substance

If a project guarantees huge profits—like “1% daily returns” or “double your 
money in 3 months”—you have every reason to be skeptical. These claims 
are usually driven by hype, not sustainable models. Legitimate projects 
clearly explain their utility and openly acknowledge risks, while shady 
ones avoid technical details and sell only illusions.

01.

Anonymous or Questionable Team

A legitimate project has transparent founders with a verifiable track 
record. If the team uses pseudonyms, lacks real profiles, or their 
experience can't be confirmed, that's a major red flag. Many past crypto 
Ponzi schemes were run by anonymous teams who vanished with 
investors' funds.

02.

Artificial Hype and Aggressive Promotion

If a project is heavily promoted on Twitter, YouTube, or Telegram but lacks 
clear explanations of what it actually does, it could be a classic “pump 
and dump.” Some projects pay influencers to create fake buzz and lure in 
unsuspecting investors. If the hype isn’t backed by a real community and 
solid partnerships, it’s best to stay away.

04.

03    Signs You’re Losing Money

The crypto market is full of questionable projects, scams, and poorly 
executed ideas—but warning signs are often visible early on. Here are 
a few red flags that should make you think twice before investing:

Shady Tokenomics

The majority of tokens controlled by the team or early investors

Unlimited or inflationary supply with no clear burn mechanism

No whitepaper explaining the token’s structure or utility

How a token is distributed and used says a lot about its long-term 
potential. Watch out for red flags like:

When tokenomics are unbalanced, investors risk major dilution or getting 
trapped in price manipulation games.

03.
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Lack of Real Utility

A crypto project should solve a clear, real-world problem. If its only value 
comes from speculation or vague promises like “the price will rise 
because of the community,” it lacks a solid foundation. Many tokens rely 
purely on hype—and once that fades, their price often crashes to zero.

05.
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Key Questions to Ask Before Investing in a Project:

What real problem does this project solve?
Is there a genuine need for what they’re building?

Who’s Behind the Project, and What’s Their Experience?
Do they have a track record in the industry? Are they transparent? 
Have they led or contributed to successful projects before?

What Are the Tokenomics in a Nutshell?
How many tokens exist? Who holds them? How are they released 
over time? And most importantly—what purpose do they serve 
within the platform?

Why Does This Project Need a Token?
Not every crypto application truly needs its own token—sometimes 
it's just forced. 

What Are the Main Risks?
Technical – Could the project be hacked or have vulnerabilities?
Regulatory – Is there a risk it could be declared illegal in key 
markets?
Competition – Is there already a better, more established project 
solving the same problem?

Does It Seem Too Good to Be True?
If it does, it probably is. Trust that instinct—it's often your best early 
warning signal. Stay sharp and double-check everything.

If you have clear, solid answers to these questions and everything checks out, your 
chances of making an informed investment are much higher.
But if you’re unsure, shrug off some answers, or something doesn’t sit right—hit 
pause. Do more research or reconsider entirely. In crypto, hesitation is often safer 
than regret.



Clear Examples of 
Projects with Obvious Issues

BitConnect (2017-2018) 
A lending platform that promised impossible returns—around 1% interest per day (over 365% per 
year!). It operated with an MLM structure, where recruiting others earned you bonuses, and claimed 
to use a “miracle trading bot.” Thousands of people invested, blinded by reports of fast profits, even 
though the guaranteed 1% daily payout was a clear Ponzi red flag.
Inevitably, in January 2018, BitConnect collapsed. The platform shut down, the BCC token lost 92% of 
its value in a single day, and investors were left with nothing. It remains one of the biggest crypto 
scams to date—one that could’ve been avoided if more people had spotted the early warning signs: 
unrealistic guaranteed profits, pyramid-like structure, and a total lack of transparency.

Terra/Luna (2022) 
A hugely popular project that offered an algorithmic stablecoin (UST) pegged to the dollar and a 
lending platform (Anchor) promising ~20% annual interest for depositing stablecoins. Many saw 
Terra as “the next generation of DeFi,” while ignoring warnings from experts who called the model 
unsustainable—20% interest was too high, relied on constant inflow of new capital, and UST wasn’t 
backed by real reserves.
In May 2022, the system collapsed: UST lost its peg, entered a death spiral along with the LUNA token, 
and the entire Terra ecosystem evaporated in just one week. Over $40 billion in market value 
vanished, affecting hundreds of thousands of investors.
Many ignored the warning signs—returns that were too good to be true and blind trust in an 
unproven algorithm—and learned the hard way that critical thinking is essential in crypto.

OneCoin (2015 -2016)
Launched in 2014 and heavily promoted as a “financial revolution,” OneCoin was a Ponzi scheme 
disguised as an MLM, relying on continuous recruitment of new investors. Founder Ruja Ignatova 
claimed OneCoin was the “Bitcoin killer” and promised massive profits with minimal risk—an 
obvious red flag ignored by many. In reality, OneCoin had no blockchain. The coin existed only in a 
centralized database, with no real mining or open trading. Despite multiple warnings from 
authorities, the scheme attracted investors until 2017, when Ignatova disappeared. The collapse left 
an estimated $4 billion in losses.

These examples highlight just how crucial due diligence really is. BitConnect could have been avoided if people had 

simply asked, “Where does the money for 1% daily returns come from?” And Terra, if more investors had realized, “A 20% 

APY with no real risk doesn’t exist.” That’s why it’s so important to use the red flag checklist above and always ask 

yourself the six key questions. They might just save you from sleepless nights—and an empty wallet.
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In crypto, you are your own custodian—and as Uncle Ben told Peter Parker in 
Spider-Man: “With great power comes great responsibility.” A single technical error or 
security breach can wipe out your entire investment. The financial freedom that 
crypto offers comes with the same lesson: be cautious and responsible.
Here’s how to protect yourself from the most common risks:

04    Security and Technical Losses

Sending crypto to the wrong address or network
If you send USDT via BEP20 instead of ERC20, or paste the wrong address, your funds could be 
lost permanently.

Solution
Take your time. Triple-check both the address and the network. When in doubt, 
do a test transaction. It’s better to lose a few cents than your entire balance.

Depositing your funds only on centralized exchanges
Centralized platforms (like exchanges) can be vulnerable to hacks or may freeze user funds, 
as seen with Mt. Gox and FTX.

Solution
Use a personal wallet for storing important assets, ideally a cold wallet such as 
Ledger or Trezor. This ensures you control your private keys and are not 
dependent on third-party platforms for access.

Losing Your Seed Phrase or Private Keys
If you lose your recovery phrase (seed phrase), no one can restore your wallet. 

Solution
Write your recovery phrase down offline (on paper or metal), and store it in 
secure physical locations. Avoid digital backups to minimize the risk of hacking.

Common Technical Errors and How to Avoid Them

A Cold Wallet is a crypto wallet that keeps your private keys offline, with no internet connection.
This makes your funds significantly more secure, protecting them from cyberattacks and technical risks. 
While using a cold wallet requires a few extra steps, it offers the highest level of security for your crypto 
assets.
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Scammers on social media
Fake giveaways or impostors pretending to be tech support try to convince you to send them 
money or sensitive data.

Solution
Don’t trust “double your funds” type schemes and never share your seed.

Malware and keyloggers
Malicious programs can steal sensitive information or change transaction addresses.

Solution
Use an antivirus, download apps only from official sources, and use a device 
dedicated to crypto or a hardware wallet.

SIM-swap attacks
Hackers can take control of your accounts by gaining access to your phone number.

Solution
Don't use SMS for 2FA (two-factor authentication), instead use apps like Google 
Authenticator or hardware U2F devices (e.g., YubiKey).

Phishing
False websites that mimic real platforms can steal your access data or seed phrase.

Solution
Check URLs, use bookmarks for financial websites, and never enter your seed 
phrase anywhere online.

Attack Methods and Protection Against Hackers

Security in crypto is entirely your responsibility.
Use hardware wallets, secure backups, and 2FA to protect your 
investments. A small preventive effort can help avoid major losses.
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TOKERO Academy, courses on Coursera, Udemy, 
or YouTube offer essential information on 

blockchain, investments, and security

EDUCATIONAL PLATFORMS

Investopedia explains terms like 
market cap, APR, and impermanent 

loss to help you understand the market.

FINANCIAL GLOSSARIES

Cryptoassets" by Chris Burniske and 
"The Psychology of Money" by Morgan 

Housel provide perspectives on 
financial risks and behavior.

ESSENTIAL BOOKS

Join the r/CryptoCurrency community, 
follow serious analysts, read Chainalysis or 

CoinShares reports, and benefit from 
exclusive insights from TOKERO Ventures.

COMMUNITIES AND RESEARCH

How can you speed up learning with minimal loss?

If a drastic decline affects 
your lifestyle, you've bet 

too much.

INVEST ONLY WHAT YOU 
CAN AFFORD TO LOSE

Don't put everything into 
one asset, but don't 

over-diversify either. Set a 
clear portfolio allocation.

DIVERSIFY WISELY

If an investment causes 
insomnia, the position is too 

large or the risk too high. Adjust 
and maintain balance.

CONTROL YOUR EMOTIONS

Having available funds 
allows you to take advantage 
of opportunities when others 

are selling in panic.

KEEP A CAPITAL 
RESERVE

Crypto is changing quickly. 
Keep learning about 

security and new 
opportunities.

STAY UPDATED WITH 
THE MARKET

Practical Tips to Minimize Losses

In crypto, small and well-managed losses can become the most valuable investment in 
your financial education. The difference between a beginner and a veteran is that the 

latter has made mistakes, learned from them, and adjusted their strategy. What matters 
most is not repeating the same errors. If you’ve fallen for a Ponzi scheme, next time you’ll 
recognize the warning signs. If you’ve lost access to your funds due to lack of a backup, 

you’ll become obsessed with security. Over time, the lessons you accumulate translate into 
better decisions and more consistent gains.

Turn Losses Into 
Lessons for Long-Term Success

Success in crypto is not about miracle coins, but solid habits. Every small loss is a lesson that protects 

you from bigger mistakes. Learn, adapt, and stay in the game – that’s what long-term success really 

means.
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Tap the button below to expand your 
knowledge and investment skills!

READY TO EXPLORE MORE?


