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Digital Gold Rush: A look at NFTs
Is a picture worth a thousand words, or a thousand dollars?

The phrase “NFT” has undoubtedly come across your favorite
social media, TV, or radio segment as of late. NFTs have trended in the public so fast that now even corporations are looking
to cash in with the digital craze. If you’re curious why a picture
of an ape or pixel person is being sold for thousand of dollars,
we’ll try to briefly explain the best we can.

In relation to the digital world, an NFT is a noninterchangeable unit of
data stored on a given “blockchain”, which is just a verifiable digitally
distributed and decentralized ledger within an encrypted network.
Blockchains exist to constantly verify recorded information in a way
that makes it extremely hard to cheat, hack, or change the data since
records of sale and transfer can be publicly viewed.

What are NFTs?

NFT stands for Non-Fungible Token. These objects are unique and
unable to be traded for a 1-to-1 value. Items that have unique qualities that add or subtract value are generally considered non-fungible like diamonds, property, or collectible baseball cards.
Fungible items, on the other hand, can be a commodity, security,
currency, or other goods that can be interchanged with other units
of the same kind. Money is a great example as a $5 bill can be traded
for another $5 bill or even five $1 bills. Currency for equal currency.

Article continued on pg 2

Continued from pg 1

The art scene.

As cryptocurrency began its ascent into mainstream popularity, so did the opportunity to capitalize
on selling NFTs as virtual assets. These assets--generally just a randomized digital picture, or a specific
song, or document, etc--can be “minted” for fees (sometimes free) on preferred blockchains. The term
“minting” refers to the action of turning digital assets into listable bits of info on the blockchains.
At face value, an overwhelming majority of these NFTs bear no function. When purchasing a digital
asset this way, you are merely paying for the digital acknowledgment that you paid for a bit of data at
a very specific point on a blockchain. Purchasing an NFT tied to artwork does not give you right of
ownership or distribution. In fact, there is an alarming amount of NFTs using pirated artwork or
media, allowing random people to profit on the original works of artists, writers, and song creators.
A very, very few amount of current NFTs tend to have tangible benefits attached to them, such as
special meet ups with celebrities, actual property ownership, or other experiences. NFTs also do not
provide dividend benefits that a traditional share/stock would grant holders, leaving digital scarcity or
inflated selling prices as only ways an owner might see a return on investment.

So why do people buy artwork NFTs?

The motivation to purchase an artwork NFT can vary:
- Lack of knowledge of NFTs and what they actually do
- Fear of missing out (FOMO) on the “next best thing”
- To sell for a higher price than it was purchased
- For clout amongst peers by owning something artificially rare or limited

Is there a practical use for Non-Fungible Tokens?

Absolutely. NFTs provide a great medium to store important data in an encrypted environment such
as academic credentials or patents. In video games, certain cosmetic items, weapons, and more could
be tied to NFTs that could later be sold to other players once the owner is done with them.

The bottom line.

NFTs pique the interest of many people, especially after reading stories of others “getting rich quick”
by flipping the digital assets; however, due to the speculative nature of the NFT market, purchasing &
selling non-fungible tokens can be a risky decision.
Before purchasing NFTs, or any sort of investment, it is highly recommended to speak to an official, informed financial
advisor. Four Points FCU is not a financial advisor, and this article is for educational & entertainment purposes only.
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