Cryptocurrency Overview

Definition: Cryptocurrency is a digital or virtual currency that uses cryptography for
security and operates on decentralized blockchain technology. It enables peer-to-peer
transactions without intermediaries such as banks.

Pillars of Cryptocurrency

Blockchain Technology: A decentralized ledger that records transactions securely across a
network of computers.

Cryptography and Security: Encryption ensures data integrity, ownership verification, and
transaction authentication.

Decentralization: Eliminates central authorities; users collectively validate transactions.

Consensus Mechanisms: Algorithms that validate and agree on transactions (e.g., Proof of
Work, Proof of Stake).

Tokenomics / Incentive Design: Economic systems that manage supply, rewards, and
participation.

Strengths

* Decentralization and autonomy (no intermediaries)
Transparency and immutability of records

* Strong security through encryption

* Financial inclusion for unbanked populations

* Programmability through smart contracts

* Fast, borderless transactions

Weaknesses
* High price volatility

Regulatory uncertainty across countries

* Energy-intensive mining (Proof of Work systems)
* Security risks such as hacks, scams, or key loss

* Limited consumer protection and recourse

* Complex setup for new users



* Potential misuse for illicit activities

Summary

Cryptocurrency is a transformative innovation in digital finance, enabling secure,
decentralized, and global transactions. Despite its promise, volatility, regulatory gaps, and
accessibility challenges limit mainstream adoption.
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