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Cryptocurrency

Fundamentals



Cryptocurrencies are transforming the financial landscape, offering a 
decentralized and secure alternative to traditional currencies. This eBook 
explains the core concepts, technologies, and types of cryptocurrencies to help 
you understand this rapidly evolving field.

Cryptocurrency is a type of digital 
currency that prioritizes speed, 
security, and reliability compared 
to government-issued currencies.

Key Features

 Users can store and transfer funds directly, without 
relying on intermediaries like banks

 Cryptocurrency transactions are generally faster and 
cheaper than traditional methods

 Bitcoin, created in 2009, was the first cryptocurrency 
and continues to lead the market

 There are now over 1,500 cryptocurrencies, with new ones 
emerging regularly.

 Direct Transactions:

 Lower Costs:

 Pioneering Example:

 Growth:

Introduction

1. What is a

Cryptocurrency?



Stablecoins are designed to minimize price 
volatility by pegging their value to a reserve 
asset, such as a fiat currency or commodity.

Types of Stablecoins
 Backed by a fiat currency like USD or a commodity like gold

 Backed by other cryptocurrencies

 Use algorithms to manage supply and maintain value.

 Fiat-Collateralized:

 Crypto-Collateralized:

 Non-Collateralized:

Challenges:



Dependence on the 
trustworthiness of the issuing 
entities and external audits.

2. Stablecoins

Popular Examples:

Tether (USDT)



USD Coin (USDC)



Binance USD (BUSD)

Advantages:



Stable value, making 
them safer for daily use 
and trading.



Blockchain has applications 
beyond cryptocurrencies, 
including in supply chain 
management, healthcare, 
and voting systems.

Blockchain is the underlying technology for 
cryptocurrencies, providing a decentralized 
ledger to securely record transactions.

3. Blockchain

Key Benefits:

 Immutability: 

 Efficiency: 

 Cost Reduction:

Transactions are tamper-proof and nearly 
impossible to alter

Transactions are validated within seconds to minutes, 
removing delays common in traditional banking

 By eliminating intermediaries, blockchain 
reduces fees.



Mining is the process by which 
transactions are validated and 
added to the blockchain.

4. Mining

Drawbacks:

Specialized Hardware: Mining necessitates specific 
equipment, making it inaccessible to casual participants.

High Energy Consumption: Mining requires a significant 
amount of energy.

How It Works:

Computers solve complex mathematical problems, 
competing to add a new block to the chain.

The fastest computer earns rewards, typically in the 
form of cryptocurrency.



Proof of Stake (PoS) Model

 Validators are chosen  they 
hold

 PoS is more  friendly than mining.

based on the amount of cryptocurrency

environmentally

Advantages:



Predictable rewards with lower 
computational resource 
requirements.

Risks:



Volatility in the value of staked 
coins can impact profits.

5. Staking
Staking involves holding cryptocurrency 
to support the network’s operations 
and earn rewards.



Though often used interchangeably, coins 
and tokens serve different purposes in the 
cryptocurrency ecosystem.

6. Coins vs. Tokens

Coins:

Tokens:

 Primarily designed as currency 
(e.g., Bitcoin, Litecoin)

 Operate on their own blockchain.

 Represent assets or utility beyond 
currency (e.g., real estate, voting rights)

 Created on existing blockchains, like 
Ethereum.



7. Forks
A fork occurs when developers 
split a cryptocurrency, creating 
a new version.

Types of Forks:

 Hard Fork: 

 Soft Fork: 

A permanent change that creates a new cryptocurrency (e.g., Bitcoin 
Cash, Ethereum Classic)

An update that remains compatible with older versions.

Cryptocurrencies

Bitcoin (BTC): The Pioneer
 Created in 2009 by the pseudonymous Satoshi Nakamoto
 Features: Limited supply (21 million), decentralized control, resistant to forgery.

Ethereum (ETH): Beyond Currency

 Focuses on decentralized applications (dApps) and smart contracts.

Ripple (XRP): Fast Transfers
 Simplifies and speeds up international payments.

Tether (USDT): A Stablecoin Leader
 Pegged to USD, offering stability in volatile markets.

Dogecoin (DOGE): A Lighthearted Innovation
 Initially created as a joke in 2013, featuring the Doge meme.



Cryptocurrencies are reshaping financial systems, unlocking new 
opportunities for investment, payment systems, and decentralized 
applications. However, they also come with challenges such as volatility and 
regulatory scrutiny. By understanding these fundamentals, you can confidently 
navigate the evolving world of cryptocurrencies.

Conclusion


