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Cryptocurrency is a form of money you will never really get to see, but it has turned many people into millionaires. It has been an item of debate ever since it came out, and despite many people having their doubts, cryptocurrency has survived through some of the toughest economic blows.

The world is ripe for a digital currency, and there is no denying the enormous potential crypto has worldwide. The problem is that you probably don’t know much about crypto.

Sure, it gets discussed on TV and in the markets, yet it is not discussed at those times in detail. If you search the internet, you will find many different articles, but it takes too much time to decipher all the information you need to know. You want to start trading, but to do that, you need to understand the foundation of cryptocurrency. 

This book is designed for people starting from scratch, like a starter kit. You do not need to have any prior financial knowledge, and you do not need to understand how blockchain works before coming here. This is a safe space for beginners, where technicalities get explained or simplified, and complicated concepts (such as blockchain) come with a flood of analogies to give you the necessary mental pictures.

Using both platform recommendations and explanations of online safety and trading tips, everything you need to start your trading journey is all here, including the tools to keep learning, as cryptocurrency is still a new technology and even experts are still trying to figure it out. 

Taking an unbiased viewpoint, you will also come to understand both the brighter and the darker sides of cryptocurrency, thus allowing you to make the logical choices necessary to improve your chances of success.

Your trading journey has just begun, so join me as we dive into the introduction of cryptocurrencies.
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Chapter 1: What You Need to Know About Cryptocurrency
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Cryptocurrency is a digital form of money. This means that you cannot ever hold a physical form of Bitcoin in your hands. The Bitcoin picture of a gold coin is purely an artistic design, when, in reality, Bitcoin is strings of code formed through the blockchain.

It sounds a whole lot like The Matrix movies, but let’s move on.

There is a lot to unpack about cryptocurrency, starting with the digital currency itself and how it differs from the normal or fiat currencies we know and use on a daily basis. 
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Currencies

[image: image]




What exactly is a currency? It is a medium used in exchange for different products or services. It is money and normally either paper or metal coins. These kinds of currencies are issued by governments and are called fiat currencies. 

These currencies have been used worldwide for at least 3,000 years, but the difference nowadays is that modern money is practically worthless in and of itself. Paper does not have the same value as gold or silver, and the idea of paper money was first developed in China in 1000 BC. But it took a long time for the rest of the world to catch up.

According to WorldAtlas.com, there are officially 180 national forms of currencies in circulation, and 66 of these countries use the U.S. dollar or have pegged their currencies to the dollar (Sawe, 2018).

There is no doubt that each currency has its own value. However, an Indian rupee does not have the same value as the British pound, and nor does the Japanese yen have the same value as the South African rand. In order to change one form of currency to another, an exchange rate is needed to compare one currency to the value of the currency in another country.

Exchange rates are normally known as free float or fixed. Free float occurs when the exchange rate rises or falls in the foreign exchange market. An example of this would be fluctuations of the U.S. dollar. However, a currency can have its value pegged to another currency at a fixed change rate, such as the U.S. dollar. A good example would be the Hong Kong dollar, which has pegged its dollar to the U.S. dollar, so the value differences are minimal. 

Currencies are normally controlled by governments and financial institutions, which leads to the biggest differences between traditional fiat currencies and cryptocurrencies.
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Crypto Introduction
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As mentioned, crypto is a form of digital currency that runs on cryptography in order to stay secure and prevent counterfeiting. Most cryptocurrencies run on blockchain technology and are decentralized.

This means that cryptocurrency is not run or regulated by the government; rather, it is run on a distributed ledger (checking out blockchain and mining will help to explain just how cryptocurrency functions). 

But cryptocurrencies’ defining feature is their transparent nature as well as being, in theory, immune to any sort of manipulation or government interference. 

You can either purchase cryptocurrencies on an exchange platform or mine them from their blockchain network. 
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Crypto History
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So how did cryptocurrency come to be? 

In the 1980s, the idea of a cryptocurrency started to take form. David Chaum invented digital cash that relied on cryptography in order to verify the transactions and keep them secured. However, only in the 1990s did the protocols for cryptographic software start to develop properly. 

Then in 2008, Satoshi Nakamoto (a pseudonym as no one has yet proven who is the inventor of Bitcoin) published a paper, “Bitcoin: A Peer-to-Peer Electronic Cash System.” This was the map for a system that would be a form of digital currency that does not require the interference of a third party. 
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Pros and Cons of Investing in Crypto
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No system, digitally or physically, is perfect. No investment is ideal, but some are safer, and some offer greater rewards with bigger risks.

We’ll be diving headfirst into both the pros and the cons of cryptocurrency that really determine whether or not people are willing to deal with the drawbacks while hoping to receive the benefits.

Pros:


●  A whole lot of personal information is secured when working with cryptocurrency. When you are signing up on different platforms for trading, or even your bank, there is a whole lot of personal information that you need to share. Even when you are offering someone your credit card for payment, you need to give them a PIN. However, how confident are you in the safety and the security of your PIN? When it comes to crypto, you have two keys: The first is the public key that acts like a bank account number, and the second key is your private key that you never have to share with everyone.
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