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The Bybit Heist 2025: Cold 

Wallets, Hot Lessons

From Ransomware Recovery to Real-World Crypto Defense

By: Michael Lathan Jr. - Code Black Tech Capstone | 

NebraskaCERT 2025

Architecting the Future of Decentralized Trust.
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From Simulation to Reality: The Shift

Security+ Drill: Fictional Ransomware

My previous work focused on a controlled environment, simulating an 
incident-response plan for a fictional company hit by a generic 
ransomware attack.

Bybit Live Incident: Battlefield

Today, we move from the lab to the battlefield to analyze the real-world, high-
stakes $1.5 billion Bybit hack, shifting our mindset to practical defense.

This analysis ties directly into the defense mindset developed during the Code Black Tech crypto hard-wallet capstone.
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The $1.5 Billion Wake-Up Call
Bybit was considered an industry leader in asset custody, 
renowned for its "unbreakable" security protocols. Yet, in 
early 2025, that trust was shattered.

401,000 ETH Drained

Cryptocurrency valued at over $1.5 billion was transferred out in a matter of hours.

Largest Digital Heist

This event stands as one of the largest digital asset thefts in the history of decentralized finance.

“This wasn’t about broken code; it was fundamentally about broken trust.”
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Bybit: Context and Custody

Understanding Bybit's stature is crucial to appreciating the severity of the breach. This was not a small, unsecure exchange.

• Top-10 global crypto exchange with massive daily trading 

volume.

• Headquartered in Dubai, operating under strong 

regulatory expectations.

• Publicly committed to strict custody practices and multi-

layer cold-storage protocols.

The Lesson: Even the most secure infrastructure can be compromised if the human and operational processes 

surrounding it are flawed.
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The Velocity of Compromise: Breach Timeline

The attack was swift and methodical, exploiting an undetected vulnerability and rapidly moving funds across the blockchain.

1

Feb 21: Initiation

Attackers gain initial access, likely through a 

compromised developer endpoint.

2

Feb 22–23: Massive Drain

The 401,000 ETH is systematically drained over a 

period of 48 hours.

3

Feb 24+: Attribution

Security agencies attribute the attack to the state-

sponsored Lazarus Group (North Korea).

4

Following Days: Obfuscation

Stolen ETH is quickly swapped for Bitcoin and 

passed through mixers and cross-chain bridges to 

obscure its origin.

Quote: "Speed is the new stealth." The rapid nature of the transfer hindered immediate recovery efforts.
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Attack Vector: The Invisible Signing Key

The attackers bypassed typical hardware security by attacking the critical junction where human trust meets digital execution.

Dev Machine

Malicious JS

UI Shows Valid Data

Signer Approves Attacker

Funds to Attacker

Multi-Sig Wallet Compromise

The cold storage wallet, while requiring multiple signatures, was effectively compromised due to a poisoned signing 

environment.

Malicious UI Injection

A compromised developer machine was used to inject malicious JavaScript, causing the user interface to display valid 

withdrawal data.

Analogy: "A fake ATM screen - what you see isn’t what you sign." The signers approved an attacker's contract without realizing the true destination.
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The Adversary: Cyber-Warfare Economics

This was not a random criminal act, but an operation tied to a sophisticated, state-sponsored Advanced Persistent Threat (APT) group.

Lazarus Group (TraderTraitor)

This North Korean cyber unit is globally recognized for its extensive history of 

financially motivated attacks targeting digital assets.

• Targeting: Financial institutions and blockchain protocols.
• Goal: Crypto theft used for sanctions bypass and funding military programs.

• Previous Attacks: Ronin Bridge ($625M) and Harmony ($100M).

Message: Defending against these actors requires understanding that it is less about security protocols and more about cyber-warfare economics.
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Fallout and Recovery: Rebuilding Trust

The aftermath saw immediate market shock, but Bybit executed a highly visible, strategic response to stabilize 

the ecosystem.

Market Impact

ETH value temporarily dropped by 5%; massive user withdrawal requests created a 
liquidity crunch.

Reserve Refill

The exchange immediately refilled reserves using emergency capital from partners like Galaxy Digital and 

Wintermute.

Bounty Program

A 10% recovery bounty was announced, leveraging community support to track the 
stolen funds.

Forensic Audit

Bybit engaged the NCC Group for transparent, third-party forensic analysis and 
public reporting.

The takeaway: Transparency rebuilds trust, but the financial and reputational 
scars remain.
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Critical Cybersecurity Lessons Learned

The Bybit breach confirms that true security extends far beyond the cryptographic layer and into operational security.

Hardware is Not Enough

Cold storage works until the 

execution interface lies. The hardware 

(multi-sig) was secure, but the human 

decision was compromised.

Developer Endpoints

The dev environment is a critical 

attack vector. Injecting malicious code 

at this stage bypasses endpoint 

detection and network firewalls.

Protect the Workflow

Focus security efforts on the entire 

operational workflow, not just code or 

firewalls. The process must be 

verified at every touchpoint.

Capstone Tie-in: "Securing the hardware means nothing if your humans get hacked."
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The Defender's Mandate
The Bybit hack was not about broken math, it was about 
broken trust. Our path forward requires uncompromising 
verification.

Security Professionals

Audit the full process, emphasizing the separation of display and execution (Verify the hash, not the interface).

Businesses

Demand radical custody transparency and adopt zero-trust models for all internal signing operations.

Policy Makers

Regulate for systemic resilience and operational security, not merely compliance paperwork.

Trust must live in every click.

“Our job is to guard not just the vault, but the people, the process, and the perception that keep it safe.”
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Find All My Contact Info:

Solo.to/0xObsidianEnoch

Any Questions?
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