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			Preface
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			We should think of the blockchain as another class of internet-like objects — a complete information technology with the same level of technical expertise and multiple application categories for any type of asset registration, inventory, and trade, covering all areas of finance, economics, and finance, solid assets (property, houses, cars); and intangible assets (votes, opinions, dignity, purpose, health data, information, etc.). But the concept of blockchain is more than that; it is a new planning concept for the acquisition, measurement, and transfer of all quanta (different units) of anything, and the potential for integration of all human activity to a greater extent than previously possible.

			We may be at the beginning of a new revolution. This shift began with a new online economy; another currency called Bitcoin was issued and supported not by the central authority but by automatic agreement between network users. However, its true difference lies in that it did not require users to trust each other. With algorithmic policing, any vicious attempt to defraud the system will be rejected. Accurately and technologically, Bitcoin is a digital currency made online in a fraudulent system distributed using a public book called blockchain. It is a new currency that combines peer-to-peer BitTorrent file sharing with peer-to-peer cryptography. Since its launch in 2009, Bitcoin has produced a group of actors — other currencies using the same standard but with different modifications and adjustments. More importantly, blockchain technology could be a seamless economic layer that the Web has never had, which serves as the basis for payment technology, segregated exchanges, token earnings and spending, compensation and transfer of digital assets, and smart contracts and transactions. 

			Bitcoin and blockchain technologies, as a means of differentiation, can be the next disruptive technology and global computer paradigm (following the main framework, PC, Internet, and social media / cellular platforms), with the potential to reorganize all human activities make the Web.

			The book is written in simple language for everyone to understand. Each topic is well illustrated using pictures and a proper description. We hope you understand the concept and take possible steps regarding environmental safety.

			

			Bitcoin and blockchain enable real estate ownership without a central authority. Additionally, Bitcoin and other cryptocurrencies form an entirely new category of assets that may undergo fundamental changes in the current financial system. This book introduces cryptocurrencies and blockchain technologies that begin from a financial point of view.

			The book first introduces a non-technical discussion of financial theory, which enables readers to understand how cryptocurrencies come from existing financial instruments and provides an overview of blockchain technology and the Bitcoin system. It then captures Bitcoin's technical features, including the Bitcoin network, its communication protocol, statistics that support decentralized authentication, transaction types, block data formats, proof-of-service compatibility, and game vision. Lastly, this book discusses specific issues and applications, including price volatility, regulatory uncertainty, central bank financing, and other applications such as segmented authentication and proof, tokens, and smart contracts. The final chapter provides practical tips for getting started with Bitcoin. The end-of-chapter exercises allow students to test their knowledge. Bitcoin, Blockchain, and Cryptoassets are ready for use in the classroom and as a reference for employees.
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			Chapter 1. Fundamentals of Cryptocurrencies

			1.1 Introduction

			Cryptocurrencies have turned all the rage over the past few months, especially after the meteoric rise in the price of Bitcoin back in December 2017. It used to be that cryptocurrency investing was a place for professionals and smart investors. But due to the great success and popularity of Bitcoin after December 2017, things have changed. It has now grown to include even the smallest and least experienced investors. Before going into the details of hodling and cryptocurrencies in general, it would be very beneficial to glimpse how cryptocurrencies became what they are now.

			[image: Cryptocurrency Fundamentals. Do They Matter?]

			Fig. 1.1 Fundamentals of cryptocurrencies

			1.2 A brief history of Cryptocurrencies

			It all started in the 1990s when the American bookstore, David Chaum, created what was considered to be the first online currency in the Netherlands: DigiCash. He built DigiCash as an extension of the encryption algorithm that was considered popular, which was RSA. The technology they created and their eCash product has managed to generate a lot of media attention. It became so popular that Microsoft Corporation tried to buy DigiCash for $ 180 million to install DigiCash on every computer in the world running Windows operating system. Unfortunately, one of the most important mistakes Chaum and his company made was to reject Microsoft’s $ 180 million offer to the De Nederlandsche (Netherlands ‘Central Bank), the Netherlands’ main financial authority. All of those important mistakes eventually led to the destruction of DigiCash in 1998, when the company collapsed.

			[image: Are cryptocurrencies on the verge of going mainstream? - Indianapolis  Business Journal]

			Fig. 1.2 History of Crypto

			The second generation of Internet money is taken from the DigiCash learning experience. Companies of this generation have come up with other payment solutions and financial systems; they were also online but had minor but important changes. Of these companies, the winner was apparently PayPal. The reason why PayPal elevated its competition was its ability to give users what they really wanted in the first place, which was money on the web browser platforms they were already familiar with. PayPal - unlike its contemporary peers - has been able to give its users the ability to transfer money to or from retailers and consumers, respectively, using a peer-to-peer transfer system. PayPal’s great success is most evident in that, next to only credit cards; it is the most popular form of online trading.

			But wait - there is more! The success of PayPal has led some companies to imitate it. One of the programs that tried to go the same way with PayPal was e-Gold. Unlike PayPal, its main currency was gold; that is, it received portable gold as a deposit from its users and, in return, issued e-Gold or gold credits. As a result, E-Gold has managed a healthy amount compared to cross-border transactions using gold. But due to the spread of investment scams such as Ponzi schemes, e-Gold was shut down.

			[image: PayPal Marks Its Entry Into the Crypto Space With New Services]

			Fig. 1.3 Paypal entering the crypto world

			The next significant event in the history of cryptocurrencies is the 2008 mortgage crisis that nearly paralyzed the US financial system and affected many of the world’s largest financial institutions. The event has served as a wake-up call for many of the world’s major economies and has led to the emergence of what is now known as the blockchain, which is the basis of hidden money today as we know it.

			In 2009, an anonymous person (or group) who owned Satoshi Nakamoto’s identity published a white paper describing, among other things, the source code, technology, and the concept of what is now called the blockchain. And along with the blockchain, he introduced the grandson of all cryptocurrencies as we know it; Bitcoin. The blockchain, though not a shocking, disruptive, or growing technology, was considered a foundation. Why basic? Because it was intended to - and is still in operation - serve as a basis for other network data storage technologies. As a result, the blockchain naturally challenges all current online data management processes, including data integration.

			

			Today, more than 16 million Bitcoin units are circulating in the digital financial system, and these have an estimated market capitalization of $ 50 billion. More importantly, Bitcoin is already gaining increasing acceptance and support from both I.T. and business communities. However, as part of its gradual integration into the financial sector, some economically powerful countries like Australia, Canada, and Japan have begun regulating Bitcoins with taxes and legal measures.

			Since 2009, the growing popularity of blockchain and Bitcoins has increased. This growing popularity gave birth to other cryptocurrencies, called altcoins or other Bitcoin currencies. Today, there are more than 850 cryptocurrencies in the international digital financial system, including Ethereum (Ether), Ripple, Litecoin, Monero, and Stratis. And if you combine the total market value of all altcoins with that of Bitcoin, the result could be more than $ 100 billion.

			Due to the rapid growth of cryptocurrencies, cryptocurrencies have created a new and global industry. Furthermore, due to major advances in blockchain technology, as evidenced by the growing number of cryptocurrensets on the market today, newly developed applications built on blockchain technology will naturally use cryptocurrencies. And with more cryptocurrency and trading platforms emerging, more and more people will be able to use blockchain-based applications, which will make the latest industry grow even bigger.

			1.3 Importance of Cryptocurrencies?

			First, note that there are different types of cryptocurrencies, and for this section, I will easily focus on the most widely used and widely used: Bitcoin (BTC) and Ether (ETH).

			Bitcoin was the first blockchain - financially - created by a single person (or group, you know) named Satoshi Nakamoto in 2008. Its value has risen dramatically to an alarming level: you may have seen pieces around the internet such as “if I had brought $ 100 bitcoin back in 2010, I would have had more than US $ 100 million now” or about the first billionaire of Bitcoin. Many online merchants and retailers are beginning to accept Bitcoin as a payment method.

			[image: 5 Reasons why you should go for cryptocurrency - The Economic Times]

			Fig. 1.4 Why to invest in crypto

			Without going into too much detail, while Ethereum is very similar to Bitcoin, its use extends beyond the financial side of things like mining in providing services in its particular blockchain. Ethereum offers programming languages that can be used to write, for example, smart contracts that can be used for many purposes, including the transfer and extraction of its digital marketing token, Ether (more complex than Bitcoin).

			Prior to Christmas 2017, the cryptocurrency space went through “month” 1. That is, their prices have gone up completely and ridiculously. So it was a completely wrong time to buy crypto. Because just before Christmas, the entire market crashed, losing about 20% of the global market.

			Then it exploded. And then, in mid-January, crypto trading crashed again, with prices on Ethereum, for example, falling by almost 25%.

			So, news headlines. Regulators who issue “consumer precautions” notices (which are really needed, but also because many central regulators are struggling with the idea of controlling technologically segregated technologies). Investing in first-line currency issuers (ICOs) and cryptocurrencies is very speculative, and basically, you could lose all your money.

			And you can really. Yes, you can say that Lehman Brothers’ public shareholders have done the same, but undoubtedly cryptocurrency trading is much more flexible than the stock market.

			But cryptocurrency is as important and permanent, or as limited to 100 years as some might think: transactions are fast, digital, secure, and global, actually allowing for record-keeping without the risk of data loss. In fact, fraud has been reduced.

			And as a side, digital currencies like Bitcoin should not cause inflation. The total amount of bitcoins that can be mined is estimated at 21 million, so there is no way the amount of money in the system can be increased by any major bank. By its very nature, Bitcoin itself is scarce… although one can argue that cryptocurrencies themselves are not as limited as they can be by anyone.

			Many large banks now spend money in partnership with existing crypto clients (JPMorgan via Zcash) or upgrade their cryptocurrency (such as Bank of America).

			Whenever I am asked, “Should I consider buying any cryptocurrency like Bitcoin or Ethereum?” I usually respond with the following lines [and note, I am not at all an investment advisor, and I am not at an investment advisor or in any case. What position to offer investment advice, so none of this should be considered an alternative]. In fact, do you have a backup? Do you like to speculate on flexible investments (and I use the word “fairly” to be polite)? Have you ever been to Las Vegas? If so, you are welcome to Crypto Casino.

			As mentioned, cryptocurrency markets are currently ubiquitous. However, one should keep in mind this: apart from Bitcoin and Ethereum, there are a high number of high-quality digital tokens and issuers, with excellent support and management, excellent AML processes available, excellent business models, etc.

			However, there are also many bad ICOs that is actually happening.

			Therefore, the need for “consumer alert” control notifications. You really need to do your research before investing.

			More importantly, another important thing to note is that as secret money spreads widely, it is the established ledger technology, the blockchain, on which crypto is based, which is a real work of art.

			Blockchain is just a platform, and its technology allows those cryptocurrencies and their digital tokens to operate within them. So basically, any transaction that can be recorded can track blockchain usage, regardless of medical records, immigration information, birth certificates, or insurance policies - all of that data can be stored and verified via a blockchain.

			The use of smart Ethereum blockchain-based contracts - agreements that allow for self-employment once certain conditions are met - will eventually become a major issue again.

			1.4 Cryptocurrency Pre-Hodling Strategies

			Before we discuss how to do hodl in detail, I want to distinguish between two investment options: a long-term approach and a short-term approach. The short-term method is commonly known as trading, buying, and selling financial assets during a short exchange period within a few hours, or at least a few weeks. The long-term approach, also known as buy-and-hold and buy-forget-it, is how the investment climate is - perhaps well guessed - is long. Over time, even at least 1 year.

			[image: What Is The Optimal Bitcoin Investing Strategy? (Cryptocurrency:BTC-USD) |  Seeking Alpha]

			Fig. 1.5 Bitcoin Hodling strategy

			Hodling falls under the long-term, buy-and-take approach. However, Hodling has its share of profits beyond the short-term approach. One of them is time. In the short term, you have to be in your position most of the time to better plan what you are doing. This is especially true for financial assets whose prices vary, such as cryptocurrencies. In the long run, most of the work you will need to do will be before buying your financial assets and research. After you do your homework, you buy a financial asset that you believe is your best bet, and you forget about it. You have to reconsider your investment once a week or once a month. Because your investment look is long-term, you will not be affected by price fluctuations during this time; you only need a little management or supervision.

			Another benefit is the cost. In a perfect world, everything done should not cost a fortune. But our land is flawless, so you will need to pay transaction fees for all investment transactions. You will trade more often with trading, which means more pay for transactions. In the long run, a.k.a. hodling, the amount of work you will have to do is small and medium, which means small payments for transactions.

			Now that I have found the difference in the way, let’s jump into how you can greatly increase your chances of a successful catch. To appreciate and better understand, I will divide this topic into two main sections: Before and during fishing. We will focus before HODLing on this chapter.

			[image: The Biggest Secret Nobody Tells You Before You Start HODLing Bitcoin | by  Sylvain Saurel | In Bitcoin We Trust]

			Fig. 1.6 Hodling of crypto in theory vs. practice

			When you look at the lives of people who have achieved so much in their lives, one common thread that passes them by is to realize the purpose of their life. In other words, they know why they are doing what they are doing. And most importantly, I assure you that if you examine any of their reasons, you will find those reasons very logical or compelling. Therefore, you will need to have a strong reason for holding any financial assets, cryptocurrencies.

			Why is this important? Successful catching will require self-control and patience, especially in times when prices are down, that is, bear markets. It is during such a period that your emotions become so intense that they overwhelm you and make you do things you may later regret.

			

			But while anyone’s reason for hodling is very obvious, that is, making money, it is not a very compelling thing. In fact, it is very common and shallow. I speak in the depths, compulsory, and personal reason. To help better find this, ask yourself some in-depth questions like why do you want to make money with this money? Is it because you have had enough money for your child’s college education 15 years from now? Are you able to retire early? Or are you able to travel around the world in your 60’s? If your reasons are yours and bigger, they can be very compelling.

			When you are tempted to switch to a risky cryptocurrency growing at a faster rate than a less risky yet stable cryptocurrency, you know how to do this to reduce the risk of your child missing out. Going to college can help you control yourself and avoid taking extreme risks and gambling on your child’s future. If you are tempted to lower your cryptocurrency simply because the price is down even though all indicators may point to a bright future, knowing that doing so to retire early can help you resist the temptation knowing that unless you actually sell your secret money at a loss, your market loss is just an idea and can be restored.

			1.5 Minimum return rate

			If you know how much investment you need to make, it will be easier for you to choose your investment wisely. And wisely, I mean to choose the investment that is less risky but less profitable or more likely to be profitable but also extremely risky. When you know how much compensation you need to achieve your participation goals, you put yourself in a good position to take money that will help you achieve your goals with very little risk.

			So how do you know if the minimum wage is? The first thing you need to know is how much the amount you need to have at the end of a period, e.g., after 5, 10, or 15 years. Then decide how much you can afford to spend on investing. Lastly, determine the amount of the return based on your expected future value (the amount you need to have in the future) and the current value (your available investment or investment). And once you have decided on that, make it your minimum expected return and choose only those cryptocurrencies whose annual return rate is equal to or greater than your minimum required rate.

			[image: Bitcoin Annual Returns 2011-2020 : r/CryptoCurrency]

			Fig. 1.7 Bitcoin annual rates

			1.5.1 Risk Appetite

			This means how much you are willing to lose if your investment becomes sour. Why is this an important consideration? Because there is no such thing as a risk-free investment, and the higher the investment value, the higher the financial risk you should be willing to take. So there is a possibility that your investment may not be able to provide you with the benefits you want. And the worst thing that can happen is losing money on your investment, which can be as much as anything. By knowing how much you can afford to lose in comfort, you will be able to decide whether to invest in certain financial assets, such as cryptocurrencies. And if you decide that you want to invest in some financial asset, knowing your appetite or tolerating your risk can help you decide how much to invest.

			Once you find out how much cryptocurrencies amount to hodl, there are two ways you can measure your appetite. One way is to consider how much you can afford to lose in luxury. There are two advantages to this approach. The first is this: Your finances will not be affected in the worst-case scenario. Investing all your savings in cryptocurrencies is a foolish idea because if the price goes down a lot, you may not have enough money.

			[image: What crypto investors' risk appetite looks like]

			Fig. 1.8 Risk Appetite of investors

			Your personal needs in an unexpected event such as hospitalization or crash. But if you invest more than you really need to live a comfortable life, you can still live with very bad investment conditions or financial conditions.

			The second advantage of this method is that you will not be pressured if your cryptocurrency prices fall or fluctuate negatively. If that happens, your emotions will not be better for you. Because you can be more ambitious in your cryptocurrency holdings, your chances of successfully removing the “storms” of short-term investment are very high.

			You can measure your risk appetite is to determine the amount of money you firmly believe you will not need to spend between one or 2 years or more. How is this a good foundation for deciding how to invest in cryptocurrencies or other financial assets? Hodling is a long-term endeavor. Thus, you need to keep your investments stable to come out of the short term, if any. To do this, you will need to make sure that your investment is worth a considerable amount of time shortly.

			1.6 Read White Papers

			Especially if you plan to invest in donating a first coin or ICO, which is a cryptocurrency equivalent to the first public offerings or IPOs of stocks and bonds, you will need to read the white paper about currencies you are interested in. But what are white papers?

			Before we get to that, we need to talk about ICOs first. ICO is how cryptocurrency creators raise enough money to launch a new one. These are fundraising activities uncontrolled, considering the type of autonomy and classification of cryptocurrencies. Compared to conventional fundraising activities for conventional investment banks and other financial institutions, ICOs are less robust and regulated, making them easier to do.

			

			ICOs worth their salt will always produce white paper, an ICO equivalent to IPO’s prospectus. A white paper is a document that describes the details of the fundraising activity, namely, the ICO. This information includes, among other things, the purpose of the fundraising activity. As a potential investor, you must know as much as you can about the ICO you are planning to enter to have a strong idea of whether it is legitimate or not and that it has excellent investment opportunities. White papers are written by people from all walks of life who know of a coin or token to be issued and funding from lawyers, PR professionals, knowledgeable businessmen, and information technology professionals, among others.

			White papers are created and distributed in an investment community to give them a clear idea of what the ICO is really about and, in this process, promote a good level of trust in them. White papers - such as prospectuses - can help determine the suitability of an upcoming ICO and thus, are critical to its success. And for you, as an investor, a white paper is a great way to learn all about cryptocurrency that will be released soon. With a white paper, you can make the most informed decision about investing in an ICO or not. So if you see an ICO already sold out of white paper, that should be a red flag already about its legitimacy or, if not, the quality of that ICO.

			So what are the things that should have a good white paper? These include:

			•ICO Vision;

			•Basic token technology; 

			•A unique token or marketing proposal for a project (USP), that is, what current problems or challenges can be successfully dealt with, why being able to cope with such challenges is important, as well as the unique features of the token;

			•How the token will be distributed between its ICO registrars and between the group behind it;

			•Timeline of activities to be completed in ICO;

			•Language and focus of white paper; and

			•People behind token development and their details

			Information like this is important for your success as this is one of the things that can affect the long-term performance of the token in question.

			Reading white papers is very important in identifying potential scams. Of all the details contained in the white paper, there are three that can give you some good indications as to whether the ICOs backup is legal or not. These are the vision, the people behind the ICO, and the language and focus of the paper.

			The white paper vision section gives you an idea if the people behind the ICO believe they will be there for a long time or only a short time. Legit ICO has been around for a long time, so if their vision is temporary or vague on the timeline, it is better to think twice.

			The people behind the ICO should give you a very good idea of their quality and their chances of achieving their vision successfully. Conduct a background check on the people identified in the white papers as part of the core team, particularly their achievements, their details, and, where available, any scandals or problems involving them. Because they are the people responsible for creating and managing tokens for sale for ICOs, it should be a major factor to consider when measuring the chances of success for ICOs. Whether they are legal or not.

			Finally, the way white papers are written is another indication of whether they are legitimate or not. In particular, pay close attention to the focus and language of the paper. What is the focus of the paper? Is it focused on benefits with very little or no discussion about risks? If so, the chances of being a low-quality ICO or worse could be a scam. Scams tend to focus on potential benefits, making them appear positive or guaranteed so that you feel good about them enough to be deceived. Official ICOs disclose the appropriate investment risk so that their investors can make the most informed decision possible.

			What about language? White papers are very poorly written, using inappropriate language or words that could indicate fraud. For example, try watching the Selected Survival TV game, and one thing you will notice is how real the game looks, which makes it a high-quality official program. And one of the reasons why you would think so is because they use terms used in the White House or politics. In the same way, official white papers will use words and phrases that you know are relevant to the industry. So again, white papers appear to have been written by beginners on a red flag.

			However, a white paper that meets these three principles does not guarantee legitimacy and high quality, as fraudsters may hire professionals to write the best white papers. But what it does do is tell you that there is a very good chance that such ICOs are white paper that is legal and of good quality. That is why it is important to research information other than white paper. That way, you can confirm the information you will receive from them.

			1.7 Cryptocurrency Hodling Strategies

			Now that you have done your homework before you participate, it is time to discuss hosting strategies to help you achieve your investment goals.
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