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What is Cryptocurrency? 
Cryptocurrency, often called “crypto,” is any type of decentralized, digital currency that’s

based on cryptography. Those three terms are key to understanding the thousands of

types of crypto being traded today.

Decentralized means that cryptocurrency isn’t issued by a central authority like a

government or bank, the way the dollar, euro, yen, and other fiat currencies are. Instead,

cryptocurrencies are created, exchanged, and overseen by a distributed peer-to-peer

network.

Crypto is digital, meaning two things. First, with a couple of exceptions, the value of most

crypto is not pegged to a fiat currency like the dollar or euro, nor is it determined by a

precious metal like gold. And though people may refer to crypto in physical terms (e.g., as

coins), crypto is generated and traded in only a digital format.

Cryptography refers to the mathematical technique used to secure each unit of

cryptocurrency and ensure it can’t be copied.

Most crypto exists on a blockchain platform. Blockchain is the digital ledger that records

most crypto transactions. This use of blockchain technology as a foundational element for

cryptocurrency began in 2009, in tandem with the launch of Bitcoin. But blockchain

technology is evolving rapidly, and a range of other industries are exploring its potential

applications as well.
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How Does Cryptocurrency work? 

Today there are thousands of cryptocurrencies, and while many are designed
to provide some new feature or function on a given blockchain platform, most
are founded on similar principles to those that established Bitcoin. Crypto is
secured by a peer-to-peer network, and users can trade or transfer value —
globally and almost instantly, 24/7 — without relying on a middleman like a
bank or payment processor.

Cryptocurrencies are considered secure because they employ a “trustless”
system of verification for all transactions. This means that users don’t have to
rely on a third party to verify transactions: the system itself is self-governing.
As of November 2021, estimates of the number of cryptocurrency you can
trade range from about 6,000 coins to over 10,000, with a total market
capitalization of over $2 trillion. Currently, the biggest cryptocurrencies by
market capitalization are Bitcoin, Ethereum, Binance Coin, Tether and Solana.
Cryptocurrencies are generally stored in digital wallets, commonly a
blockchain wallet, which allows users to manage and trade different crypto.
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What is blockchain technology?

The widespread use of blockchain technology as the underlying platform for most forms of
crypto began in 2009, when an innovative use of blockchain enabled the successful launch
of Bitcoin. For that reason, many people think of blockchain and cryptocurrency as
synonymous, when in fact blockchain technology has a wide variety of applications.
Blockchain is a digital, append-only ledger that can be used to track or record almost any
type of asset, from goods and services to patents, smart contracts, and more. It’s
transparent, meaning the transactions on a public blockchain are accessible to anyone, and
unlike a physical system of record keeping, the record of transactions is designed to be
permanent and immutable.
Why is it called blockchain?
The reason blockchain records are theoretically unchangeable is because the system is built
from blocks of data that are chained together in chronological order (hence the name
blockchain) so that all transactions are visible to everyone on the network. Blockchain
technology relies on cryptography to secure these transactions and, in the case of many
types of crypto, to mine coins and tokens.
Why is blockchain considered secure?
A blockchain runs on a decentralized network of computers, called nodes, which enable a
form of consensus (peer-to-peer) confirmation that can drive faster, more secure
transactions. The distributed, self-governing nature of blockchain thus makes fraud and
duplication far more difficult compared with legacy record-keeping systems.
The combination of speed, security, and transparency has not only enabled the growth of
cryptocurrencies worldwide, many other industries are now exploring blockchain’s uses as
well.
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How does crypto mining work?
Crypto miners use special computer hardware to do the complex mathematical
cryptography required to confirm each transaction on a blockchain. This process, called
“proof of work” (PoW), requires miners to complete billions of calculations in order to verify a
block of transactions. Proof of stake (PoS) is another consensus mechanism by which crypto
is created, but PoW is common to many forms of crypto.

Crypto mining is highly competitive. The process relies on a network-wide consensus that
essentially backs the validity of each transaction, even without a central authority. Once a
miner has completed a certain number of calculations to verify a block of transactions on a
given blockchain platform, they may be rewarded with new coins — if they are the first to
verify the block.

Because proof-of-work crypto mining requires immense amounts of energy, there are
concerns that the types of crypto that rely on PoW may be harmful to the environment.
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What are crypto exchanges?
With the exception of emerging crypto-based securities, it’s generally not
possible to trade crypto on a traditional exchange, which is why you need a
crypto exchange.
There are three main types of crypto exchanges: centralized, decentralized, and
hybrid. While centralized exchanges are still more common for trading crypto,
it’s important to understand the differences among the three so you can
decide which is best for you.
Centralized
A centralized cryptocurrency exchange is a platform where cryptos are bought
and sold, with the help of a third party to conduct these transactions. On a
centralized exchange you can use a traditional, a.k.a. fiat currency, like the
dollar to execute trades, as well as trading crypto itself.
Decentralized
Decentralized exchanges (DEX) are more aligned with the spirit of crypto, in
that these exchanges allow crypto investors to trade directly with each other,
without the need for a middleman. In theory, a DEX might be more secure
since there’s no central platform that can be hacked. Also, without the need for
third parties, you might see lower fees and faster transaction speeds on a DEX.
Hybrid
Hybrid exchanges are less common than either centralized or decentralized
exchanges. They aim to combine features of both: e.g., the liquidity of a
centralized exchange and the security and anonymity of a DEX.
When choosing the exchange where you prefer to trade crypto, there are other
issues to consider, including ease of use, whether your funds might be insured,
as well as other considerations.
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Why has crypto become so popular?
In a word: Growth. Investors are intrigued by the potential of cryptocurrency to
grow in value — as well as the potential transformation of the financial system
that crypto might bring.
When Bitcoin first launched in January 2009, few imagined a single BTC would
be worth over $65,000 (as of November 15, 2021) — or that a single digital
currency would spur the creation of thousands more. But it has. In just 13 short
years, cryptocurrency has gone from being viewed as a financial fad to
becoming a new market sector worth trillions.
But it’s not just the value of the coins and tokens themselves that has captured
investors’ attention. Many forms of crypto are being created as part of larger
digital platforms that are part of the DeFi — or decentralized finance —
movement. There are new investments based on crypto, new channels for
global transactions, and myriad other innovations, from smart contracts to
non-fungible tokens.
Although cryptocurrencies are still largely unregulated (and their use as actual
currency can be limited), there is a growing sense that a door has been opened
to a vast number of new opportunities and technologies.
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WWW.PROGRESSWEALTHMANAGEMENT.COM

BLAINE@PROGRESSWEALTHMANAGEMENT.COM

We appreciate the opportunity to
help you learn a little more about

how best to manage your
finances. 

Thank You!
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All content is for information purposes only. It is not intended to provide any tax or
legal advice or provide the basis for any financial decisions. Nor is it intended to be
a projection of current or future performance or indication or future results.
Opinions expressed herein are solely those of Progress Wealth Management and
our editorial staff. The information contained in this material has been derived
from sources believed to be reliable but is not guaranteed as to accuracy and
completeness and does not purport to be a complete analysis of the materials
discussed. All information and ideas should be discussed in detail with your
individual adviser prior to implementation. Advisory services are offered by
Progress Wealth Management an Investment Advisor in the State of Colorado.
Being registered as an investment adviser does not imply a certain level of skill or
training.

• Progress Wealth Management is not affiliated with or endorsed by the Social
Security Administration or any other government agency.
• Securities offered through Charles Schwab & CO and Altruist, LLC, Member
FINRA/SIPC. Progress Wealth Management Charles Schwab & CO and Altruist, LLC
are separate entities, independently operated. The information contained herein
should in no way be construed or interpreted as a solicitation to sell or offer to sell
advisory services to any residents of any State other than the State of Colorado or
where otherwise legally permitted. Images and photographs are included for the
sole purpose of visually enhancing the website. None of them are photographs of
current or former Clients. They should not be construed as an endorsement or
testimonial from any of the persons in the photograph. Purchases are subject to
suitability. This requires a review of an investor’s objective, risk tolerance, and time
horizons. Investing always involves risk and possible loss of capital.
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