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Economrc scuence has evolved over several decades toward
- -greater emphasis on payment: methods. 'Electronic payments
“e-Payment” revolution started. with e-Cash, -e-Cheques and
e-Portfolio ending up. with “Crypto CUrrencies” in geheial and
with “Bit Coin” in particular, started in the past decade, is likely to
‘have a further and profound effect on.economies and research in
economics.With “Crypto Currencies”,people no longer have to go
to traditional banks if they need financing. Peer{to-peer networks,
‘including those based on Cryptocurrencies are becoming more
common and those who might be tutned away by traditional
banks now have another way around financing. Consequenily
economlsts made use of newfy available technology andnew
financial data or private sector data that often are obtained
through collaborations with private . firms, gtvmg rise t0 new
opportunities and challenges. This research aims at studying the
effect of Crypto Currencies on economies.The main question of
this research is “Whatis the future of Crypto Currencies specially
Bitcoin?. The main hypothesisis, similar to several other countries,
the Egyptian economy will catch up with the other countries and
Crypto Currencies will be somehow integrating with traditional
payment methods. :
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1 Introduction ;i =g, b 0 T L ALY

‘The birth of e-Comimerce was supported by e-Payment
systems’ That, atthat time','-vrras arevolution in economic systems.
Similar:to any new invention;~e-Payment as having its prose:-it
had its cenes. In fact, by the end of:the day, they represented a.
problem When customers were able toperform the exchange of
rvalue in barter: systems t‘*ey were able to:communicate face-
to-face and-were able to- mstantly verrfy the, respectrve physical
propertres being'exchanged.” - . oo et

As world economy drspersed and e~Commerce became one
of the facts of life, purchasers and sellers became geographrcally
drstant that Iead to the emergence of what colld be called
agents”whrch are & trusted third- -parties actmg on behalf of the
partlcrpants to guarantee the transactron In that sense, those
agentsexrstence became necessary 1o verify the quantity or
qualrty of the property bemg transferred and the money to be paid.
An example could be grven by credit card issuers. Credit cards
“are issued by a third- party standing in for a buyer, guaranteeing.
to the se!!er that the buyer s funds are guaranteed

.The growth of e-Commerce, associated wrth the growth
of the Internet lead to the propagatlon of drgrtal transactions
which showed that traditional payment systems, represented in
traditional currencies and exchange systems in the borderless,
electronic world have many limitations. Thase limitations include:

-B-
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+  High expenses, e e
- timedelays; ‘.
+  Security risks. | | e
These limitations are paiticularly 'crippl‘ing. when transactions
. involve parties on each side of the globe. But distance is not the
only problem a more compllcated problem is the exchange rate

. -values ofdn‘ferent currencses ‘when a transact[on is. held between
party susing. different currenmes Consequently, the idea of USmg'

. -an international currency was borne. That currency should be

characterized by being: |
» Independent ofacotmtry, _ |
. ‘Independent ofacountry central bank A o
. DeSIgn,ed foraglopallzedy economy. i | |
- Provide anonymity-to its holders, S
+* Protection from. i'nftatio'n' A

. Securzty from theft and fraud A . [

The concept of digital currency enabled the concept of cash of
cash equivalent to.be used over the Internet. Payment methods
like electronic cash, electronic checks and electronlc portfoho
were borne. Eventually, Crypto Currenmes in general and the
famous “Bit Coin” in particular were borne anid. swept thie world in
no time overtakmg and dommatlng many other curren(:les

The website Shoplfy recently Ilsted 75 spemalty retallers that |
accept Bltcoms and Forbes announced its. “Top, 10 Bitcoin |
Merchant = Sites,” including website development software

7-
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5 I_'developer WordPress Even Baldu Inc Chlna s blggest searchf'
’ engine, accepted "Bltcoms" untilthe nation’s central bank banned
~ theuseor ownership of the currency by flnan0|al mstltutlons

This paper will focus on the recent performance of the
‘cryptocurrency as a hew currency and as an industry. It will also
put emphasns on the key factors dnwng and restraining growth.
Flnally it will try to, outlook over the near-fyture of cryptocurrency‘
© and the economic environment they are generating.

Sec’uon wo presents the concept of. Cryptocurrencnes Section’

. three presentsthe growth- of Cryptocurrencnes (B|tcoms) Section’ '

. four discusses the: factors that affect’ growth of cryptocurrencyln" S

sectfon five, advantages and dlsadvantages of Cryptocurrencies
. are presented The paper conclusmn andfuture works isdiscussed”
- in sectlon S[X L

1-8-



s Dr. Marwa Sa!ah - The'lmpéct of nypto'Qurrencies on Economy, ‘

2 The concept ofCryptocurrenmes

in thelr very bastc form, Cryptocurrenmes are encrypted dlgltal
' -money, nmanyothercasestheyarecal[ed“\nrtual money“ Bitcom
isthe firstand probablythe best known Cryptocurrencies. Duetothe
suocess of Bttcoms many otherCryptocurrenCIes have followed .
those Cryptocurrencles are ‘such as: “Ethereum” "R;ppie .
“Cash Litecoin” and many others :

Bitcoin was invented by’ an unknoWn person or group of peopie
under the name Satoshi Nakamoto and released as open-source
software in the yéar (1] (2009]. [t has been estabhshed as aresult
of the financial crash in that year as a digital currency that has
no ceniral bank or’ regulatory authority backing. it up. In fact, the
~ coins don't exist'in a tangible form but are made by computers
and stored in a digital wallet or on the cloud, and. then they could'
be exchanged and used in commerclai transactton_s

Today, Bitcoin, ‘as the leader of crypto' currencies; is an
accepted worldwide payment system. it is-the most renowned
decentralized digital currency.They can be exchanged for other
currenicies, products, and services. It has been defined that
Bitcoinsare a form of money that's remarkable for what it is not.

+ ltis not currency you can hold in your hand.
- ltis not recognized by most Main Street stores.
« ltis not issued or backed by'a national government.

Then Bitcoin became part of a public online ledgers that s called
“Blockchain” [2] The Blockbhqin technology is used for verifying
and recording transactions of different sorts, that formulated the
heart of Bitcoin. o o
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" There is a finite number of bitcoin that can be supplied —21m —
and there are currently 15m in circulation. lts price has fiuctuated
wildly since it was launched. Seven years ago, two pizzas
were bought for 10,000 Bitcoins. At its peak at the beginning. of
. September this year each Bitcoinwas worth almost (3] .(21,0008]

Blockchaln is seen as havmg the potentlal to reshape the
global financial system and possibly other mdUStnes Both Bitcein
and its umbrelia, the Blockchain, are followed by thousands of
imitators ‘as well as adherents. In the meantime, plenty of critics.
were directed to them mcludlng from Jamie Dimon, the chief
" executive officer of JPMorgan ‘Chase & Co.May be the worst
critics to Bitcoin is, as it can be used as an anonymous way to
carry out crbs‘s—bordér money transfers, it has been linked to drug
‘dealing and money laundenng ' ' ‘

Cryptocurrenmes were accepted in f1nancna! transactlons
because, similar to any- ‘functioning form of currency,
Cryptocurrencies facﬂltate payments between parties and provide
a store of value with an advantage of being capabie of serving
those roles even in environments where trust or lack of trust is a
problem, in facttrustis implicit for practically any means of payment’
where payment “validation,” determining which transactions can
precede through the system and which should be refused as
invalid, that includes checking for sufficient funds in the account
of someone who wants o make a payment. With Bitcoin there
isn't one designated validator. Instead, everybody in the Bitcoin
network could be picked, essentially at random, to-validate
recent transactions. Actually, Cryptocurrencies transactions, in
general, are verified by network of nodes and recorded ina pubhc
distributed ledger called a Blockchain.

-10-
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The most |mportant and most controversral feature in Bltcoms o

|s “The system works wrthout a central reposrtory or slngle
admmlstrator” consequently it could be completely invisible. The
network is peer—to peer and transactrons take place between users

dlrectly through the use of cryptography, W|thout an mtermedlary [4] ‘

How Cryptocurrenr.:les (Brtcoms) are: workmg -The concept

of mining

TradutlonaI currenaes are usu ally backed by gold or some other ‘
physical commodity:’ Gontrary to tradttlonal cufrencies,- V|rtual"_-' '

currencies aren’t backed by anythmg real WhICh ralse the question

'. “does that make them worthless’?” the answer to that questlon .
could be driven from the fact that some’ lmportant tradmonal-'

chrrencres such as the dollar and many other modern currencres

arenot.- . T T SRS

Money, even :ntrms:callyworthlesscurrencres cutsthe problem« '

of “double comcrdence ‘of barter payment system between the

trading parttes One Just needs to find, someone wﬂlmg to pay .
some of that currency for product or service, and then use that_
currency to pay for.another goods or services. The secret is, as'
long“as trading’ partles trust thatcurrency, someohe wrll accept it
Then a situation is borne, trad:ng partles become: wnllmg to accept'
it in exchange for anythmg they trade. Trust. made “worthless '
piece of currency a worthycurrency to people and made it an
acceptable medium of exchange between them That IS the case ‘

' wnth Cryptocurrenmes . b RS ;

Bltcoms are created as a result of a process known as mlnmg

At thelr core,- Cryptocurrencies, Bltcoms and rts srmllar celns in

L
1

REST R ',
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thelr core are sets of soﬂware protocols that encrypt and transmit .
data from" one place to another The transrmtted encrypted
values are the basrs for generatlng drgrtal tokens and for tracking
-transactrons ina way that makes it hard to counterfeit or re- use
those tokens. Cryptocurréncies mcludmg Bitcoins have value onty
when its users agree that it does. [5] (Bloomberg)

Bitcoins are created in blocks of 50 bitcoins through a process
called “mining”. That process is transformed to the amounts to
-a payment for services'provided to the decentralized network by
processing' transactions. Min‘ing": processing transactions for the
Bitcoin network is the only method by whlch ‘new .Bitcoins are
created.

In that process mlnmg a transactron occurs when one party
: transferring Bitcoinsto a second party electronlcally using each
.. party’s Bitcoins*wallet”. "

_ The term “wallet;"is given for the public digital files where the
respective parties, in other words“wallet” owners, keep private
encryption keys to prove ownership of the wallet.

Transactions are processed by network computers that are
called “Bitcoins miners" rnto a shared public ledger called a
“block chain.”

The block chain is maintained over the entire network according
to specific cryptographic rules, and each fransaction must be
verified by other computers (nodes) in the network béfore it's
confirmed.

Once the network computers (the “mrners”) complete the
increasingly, complex algorithms associated with each transaction,

-12-
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the owners of the mlnlng computers earn. a Trxed number of
Bitcoins..

Essentially, ‘the Brtcomstransactron is auduted a m:mmum of SIX
tlmes by dlﬁerent computers in the network before the transfer rs
conflrmed to the wallet owners. Thss ensures that

1. The transferrmg bltcom wallet has suﬁrclent Bltc:omsto‘
.-.complete the transactron LT

=

. 2. The appropnate number of Brtcoms rs transferred frorn one -
wallet to" the-other, thus agreemg and conflrmmg the total
number of Bltcornsoutstandlng remams the same.

3. The Bltcomsbalance in each wallet is- correct 1‘o!low1ng”=
the transfer, again’ conflrmlng that the total. outstandlng .
' Bltcomsare correct. :

Each computervenfylng thetransactlon adds lts own sequence '
of numbers to the block chain As ‘transact;ons mcrease the
computlng power necessary io- complete each; transactron also»
increases due to the longer block chain and'the: greater compiexrty' '
of the algorithms requrred completrng each opereltronw o

As the number of outstanding (unlssued) B|tcornsdecrease
" and the number of Bltcomstransactlons increase, the Bltcoms
miner must expand greater oomputer power to cornplete each
transaction. - . S T e s :,3
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"'~ 3 The growth of Cryptocurrencies

When Bitcoin broke into public consciousness in 2013, it’
couldn’t have been more attractive; it encapsulated all the merits
 traders dreamt of: “a digital currency being used to buy everything
from drugs to cupcakes”. In the year 2017, the total number of
cryptocurrencies and digital assets on exchanges exploded to
reach 1335 cryptocurrencies from 617 cryptocurrencies it has
been called the “year of the cryptocurrency.”[6] That is due to
the exponentlal jump of the market capitalization, investor, and
institutional coverage for'cryptocurrencies. Figure 1, shows the
total crypto currencies market capitalization.

Total Horket Capitntiontion

P P A B T

ey adline.

- Figﬁre 1, total crypto currencies market capitalization
(coinmarketcap.com).

As of February 2015, over (100,000) meirchants and vendors
accepted Bitcoins as payment. Research produced by Cambridge
University estimates that in 2017, there are 2.9 to 5.8 million
unique users using a Cryptocurrency wallet, most of them using
Bitcoins. [4] ' .

In 2017, Bitcoin ATMs started to appear that allow the crypto
currency to be exchanged for cash, and an increasing number of
businesses accept it.

-14-
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. In 2018 Lady Mone, co-founder of underwear brand Ultimo,
launched a property deveiopment in Dubal with prices in Bitcoin,
-while a London property deveIOper is to allow its tenants to pay -
- their deposits usmg it.

But tryingto estimate the exact market'size of cryptocurrenmes
‘mlght prove difficult, but the fact is cryptocurrency industry is
suffermg massive volatility in prices over short periods of time.

 tAs: of December 2017 .1, ther total market . capltallzatton of the‘

" cryptocurrency market was 326:7$B. By January 2018 1, the
j cryptocurrency market cap had increasedto 629 5%8. By February
2018 ,28, the market cap settled at-447. a%B. F‘gure 2, presents

SIFR Vol Index Annuahzed Voiatthty and Future Prolectlon [7]

SIFR Vol Index Annualfzed.\fciatll‘;tv and Future Projectibn
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F|gure 2: SIFR Vol lndex Annuallzed Volatility and Future
Pro;ectlon (Source SlFR}
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in reeent'yearé'-ihe c;ryptbeijrr'ency'industry s_ew ;epgrqureaking
growth rates, in the year 2017, the number of market padicip__en;s
and market capitalization have skyrocketed. The growth was:

* The total number of -cryptocurrencies and digital ‘assets
« , on exchanges soared by %216, from 617 to 1,335, and
- currently stands.at 9J(8].1,531]

v Total market capitalization increased by %3,363 in. 2017,
with Bitcoin's m‘arket'c‘ap jumping %1,364 and the Altcoin

' side shooting 10}.%16 695] . po :
Pnces of the Top 10 cryptocurrenmee by capztallzatton durmg ’
2017, are presented in flgure 2 B o

W -5000W . 00X 150008 20000% B0, OO | B/OXK 00K

Liecotn pries, § PR

Cudanoprice,§ DEEEO 2691K

Bucoinpries,$ I 1360%
prie.$ ——_—

Bteoin Gk price . § 563%
WTAprice,§ | 458%
Figure 3:
Prices of the Top 10 cryptocurrencies by capitalization during 2017

(USD),(Source: CoinSpeaker)
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The blrth of new type of tmancual transacttons

Due to aII of that ac‘uwtyr a new klnd of fmanc:al transaction
was bome this flnanmal transactlon is called lmtlal Com Offenngs '
(iCO) which is used to raise funds tor a new cryptocurrency or
other digital asset.

In this type of transactlons investors can trade and pay using
both cash or cryptocurrency and are given a percentage of the
new cryptocurrency in return. '

~ 1COs, are becoming to be a popular means of ransmg money
and avoiding the arduous regulation surroundlng the ‘capital
.raising process because cryptocurrencies’ are becommg a more
.stable asset class.[1 1] Figure 4, shows the ICO. Market JFunds
Invested and Number of ICO s in 2017 '

[T

USD, tniflion
T usher of 160

s Colinctnd, USD millin

Fugure 4 ICO Market, Funds Invested & Number of lCO s, 2017
(Source ComSpeaker)
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According to a study by Bank of Canada Victoria and the
University. of Wellington Thorsten Koeppl Queen’s -University,
“The Economics of’ Cryptocurrencies — Bitcoin.and Beyond”, they
presented the followmg trends regardlng

Active users.
Exchanges.
Wallets .,
Payments

Mining '

- They toond_the following results:

a. Actlve Users

Tne current number of unique active users of Cryptocurrency
wallets is estrmated to be between 2.9 million and 5.8
million.

The lines between the different Cryptocurrency industry
sectors‘ are increasingly blurred: %31 of Cryptocurrency -

‘companies surveyed are operating across  two
.Cryptocurrency industry sectors or more, giving rise to an

increasing number of universal Cryptocurrency companies.

At -least 1,876 - people -are working full-ime in the
+ Cryptocurrency industry, and the actual total figure is likely

well above two thousend when large mining organisations

. and, other .organizations that did not provide headcount
‘ figures are added

'Average secunty headcount and’ costs for ‘payment
‘companies and ' exchanges as a percentage of total

headcount/operating expenses are similar, but signifi cantly
htgher for wallets - :

-18-
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b Exchanges .

The exchanges sector has the hlghest number of operatlng

entities and employs more people than any other industry

~ sector -covered in this study; a significant geographical
r,dispersmn of exchanges is cbserved. -

‘%52 of small exchanges hold a formai government license
- compared to only %35 of large exchanges.

-On average, security headcount corresponds to %13 of

~total employees and %17 of budget is spent on security.

o c. Wallets

-

Between 5.8 mllllon and 11 5 mllllon wallets are estlmated

‘to.be currently ‘active’,

s The 1|nes between wallets and exchanges are lncreasmgly |
: o 'blurred %52 of wallets surveyed prowde an lntegrated' _
-currency exchange feature of which %80 offer a national-

' ~ to-cryptocurrency exchange service. In contrast with

\exchanges the majority of wallets do not- eontrol accessto . -

user keys.

d. Payments

‘While %79- of payment -companies-have: ~existing -

relationships with banking institutions . and payment
networks, the difficulty of obtaining and maintaining these
relationships is cited as this sector’s biggest challenge.

.On .average, nationalto-~ Cryptocurrency *payments
. constitute two-thirds of total payment company transaction .
“ volume, whereas national-to-national curréncy transfers

19-
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and Cryptocurrency -to- Cryptocurrency payments account
- for %27 and %8, respectlvely ‘

e Mmmg

i %70 .of large miners rate their influence on .protocol
' development as high or very high, compared to %51 of
small miners.

. The Cryptocurrency mining. map shows that publicly
'_known mining facilities are geographlcally dispersed, but
a S|gn|f|cant concentratlon can-be observed In certain
_ ‘Chmese provinces.
| 4 Factors That Affect Growth of Cryptocurrency

’ Desplte the tract[on that Cryptocurrencyhas gamed over the
' .Iast half deCade its path has been turbulent. Many argue that the
A performance ‘of anarchic Cryptocurrencyhas been underwheiming
i companson to the’ hype it stirréd when it publicly emerged in
- 12] 2009] There are two main factors thathave affected the growth
. .ofthe Cryptocurrencymdustry ‘and will continue to mfluence its
b development and mtegration into the broader financial scheme
those factors are:

5

.. ,Regulatory attempts by several internationat governments.

. -"Phb}li_c p‘erceptiph_lin r_novfng toward wider adoption of the
i Cryptocurrency.

41 R:egulatory attemptshy-governh'nents

.+ Virtual curren01es are not umversally recognized as official
. means of paying. for goods. and services, until Cryptocurrency is

regulated by. goyernments and developing standardized systems

cl20-
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| for thelr use, the expancllng Cryptocurrencymarket in. global
venues is fraught with challenges and potentlal prtfalls [ 3] Those
pm‘alls include: - :

i

', ‘nability: to limit fraud
. Inability to protect consumers,
- Inability to respect‘economic sanctions, .
+  |nability to mstrtute vrable raxalron methods. o

"+ Inabilityfo offer clarity and a broad evervrew of contemporary
regulatron attempts : 1

"Avarlable data‘is 1n ﬂux and SUb]BCt to frequent change

Varlous governments are contemplatlng several approaches
of regulatory systems: “The current’ challenge: faced by regulators
i expandmg exrstrng laws fo. allow for the umque aspects and
challenges of the. virtual- currency “world. Anyways current
regulatory measures are in therr infancy and continue to-evolve
with the- rapidly expandmg industry. Advantages of havrng,
reguiatory measlires include:

+ Regulations will offer greater, |eg|t|macy to a currency
~ struggling to gam mass acceptance

. Tney will standardize elements of the market. -
. They will minimize at least some of the volatility of the
currency. o '
- 4,2 Public perception in moving toward wider adoption of
the Cryptocurrency. ' o
Publi¢ perceptron in moving toward Wlder adoptron of the

Cryptocurrency, lS taking different directions |n dlﬁerent countries
as follows ‘ ‘

.21
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-a, The Unijted States:

" The. United States takes“a'p;ermissive, slightly neutrai stance

on Cryptocurrency.For taxation purposes, virtual currencies are

handled as property rather than as currency, and transactions are

» subject to the same taxation norms as other types of property.

b The FlnanclaI Crimes Enforcement Network (FINCEN)
!r;n 2013 the F[NCEN stried to clarn‘.y Cryptocurrencyplace in the

'finan:c':ial'merket and announced that while individual use of virtual

- - currencies is not to be considered a money service business

(MSB), exchanges and conversion of virtual currencies do fall

-under the definition of a money sefvice business [14]. As such: .

. Virﬁuél currency transmitters must follow the government

. requirements already established for MSBs, including

reporting techniques, record-keeping and abiding by the
Bank Secrecy Act of 1970

» It demands a degree of accountability from virtual currency
, transmitters, as well as one more layer of security against
fraud

T C. lndlvlduaf U.S. states

~ In Aprit 12,2015 states and Puerto Rico played a large role in
eéstabhshmg regulatlons for the emerging currency. They instituted

'Elcensmg protocol for: \nrtual coin operatlons [15].

" d. Callforn ia State

ln January of 2015, Cryptocurrency gained legal status in

' Callfornlaﬁ B}. Currently Californiahasmare Cryptocurrencyactivity

than any other state and has been proactive in incorporating

't '-d;gltal currencnes into exnstmg financial frameworks [16].

-22-
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e New York

_ New.York is currently in the flnal stages of mstttutmg its awn
regulatory framework [17]. '

f. Australla

' TheAustralian government has not formally adopted reg ulations
for vrrtual currency,and has been clear. that “Bitcoin is not a legally
recogn:zed universal means of exchange and form of payment by
‘the laws of Australla or the laws of any other country. But, it has
provided space for the Cryptocurrencyto comfortably eXIS‘l and
Austrailanc:ltlzens account for roughly %7- of Bitcoin users The

Australlan government has established a system.of taxatlon for |

the coinage.[18]. Trading done in the form of Cryptocurrencyrs.
subject fothe country S preexrst;ng fax: rules relatmg o goods and
services [19]. S CoaE T ‘

g canada . : ' : PR 1.‘:".;

" Canadaisthefirst country mthe worldto establlsh ataxon vntual |
" currencies. The Bank of Canada has expressed a wﬂhngness to
-acknowledge the developing virtual currency market but currently

- recognizes Gryptocurrency as investments rather than. currency
Taxation system and Bank of Canada acknowledgement, seekto .. .

minimize the risks most frequently associated with Cryptocurrency:
money-laundering and terrorist-funding [171-

h. Russia

+ Russia has reacted less favorably to the emergence of
Cryptocurrency. They tock the ‘f_ollowing ‘actions: .

-23-
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The Bank of Russia shared concerns that the currency‘ _
.could factlltate money-launderlng attempts, as well as

" be convenient means to transport funds to terrorist

organizations.

In February of 2015, Russia’s Prosecutor Geﬁeral s Office
-claimed that Bltcom “cannot be used by individuals or Iegal

e entltles !

.And in Aprit 2015, Deputy Minister of Flnance Alexei
Moiseev reiterated that position, stating “The law, which
provides measures for penalizing the usage of monetary
surrogates, will finally be passed.this year” [20].

Russia’s crackdown on the currency is already evident,
‘with at least half a dozen Cryptocurrency websites blocked
at the beginning of 20] 2015].

The bank argued that virtual currency violates federal law -
mandating one central bank and currency [20].

The Ministry of Finance announced its intent to restrlct use
of Cryptocurrencyas a means of payment.

. China

‘Chinahas taken steps to restrict the use of virtual coinage.

In December of 2013, China's Central Bank prohibited
financial institutions from handling Bitcoin transactions,

They also limited legal trade of the coin to individuals and
private parties. '

‘ Bitcoinsand other Cryptocurrencies are treatedas a goods

rather than a viable currency. '

24
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je Vletnam

Vletnam has firmly cautroned ltS cmzens 'on the use of
Cryptocurrencres While there is no regulation specrfrcally relatlng _
to virtual currency usage the Bank of Vietnam has warned that
‘Vretnam does not consrder virtual currency to be a legitimate
form of currency. Accord:ngly,, transactions utilizing ‘forms of .
cryptocurrency are not covered‘by legal proteotions. . -

5 Advantages and Drsadvantages of Cryptocurrencres
5. 1 Advantages of Cryptocurrencles

Accordrng to Anthony Gallrppr CEO of Brtpay payment : ‘
processor “Bitcoin is a more secure, faster, and more affordab|e

S opt;on for transferrrng funds.” In technrcal terms Bltcoms area -
math-based frnlte verlflable open-sourced decentratrzed Virtual -~
"currency that relres upon Cryptography for securrty Proponents of

. the hew currency claim that

+  Instant payment can be made to anyone anywhere in the
' world S e T :

. Transactrons cannot be reversed for any reason .
. Thrrd parties are unnecessary

+ The supply of Bitcoins cannot be manipulated by any
government bank, organrzatlon or lndlvrdual

+ As Cris Skmners (author of drgrtal banks) puts it: “People
who could not access trade and finance ten years ago can
. do so-today. This will it many out of poverty*
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5.2 Disadvantages of Cryptocurrencies (Bitcoins)

Cryptocurrenmes suffer from several disadvantages, some of
them are:

1. The as_spciation -of Cryptocurrencies with illicit activities.

© 2. The fluctuation of the price of Cryptocurrencies

The association of Cryptocurrencies with illicit activities

Cryptbturreneies .sometimes  associated = with  illicit
activities, and this is. likely related to trusting it. Criminals
foundCryptocurrencies as more convenient than cash for

' many illegal activities that now take place online. What made

' ICryptocurrenCIes ideal for circumventing legal or regulatory

,authoritles is due to being’ ‘not governed by any. Accordmgly,

" Cryptocurtencies replaced cash and traditional payment

" "sygte_mé between criminals, who typically use cash for the
: ahbnymity and,security it provides. Examples include:

In 2013;. the, crackdown‘ on an.online marketplace that is
called Sllk Hoad which was used to trade iliegal goods,
Bltcom prices piunged.

In 2018, China, banned banks from dealing with Bitcoin,
(this was relaxed later). As China controls capital flow,they
thought that Bitcains are used for money laundering.

In 261'5'; w'hep Greece fell deeper into financial distress,
Greek interests and trading in Bitcoin rose quickly amidst
fears of cap(tal controls and the possibility of exiting the
gurozone. Bitcoin became attractive as trust eroded.
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: In 2016, reports by the Drug Enforcement Admrmstratron IR

showed a sharp declme in bulk cash smuggllng They
" suggests that payments may have shltted toward
_ Cryptocurrencres o At -

,,,,,,

‘ l, r‘Fmalty, North Korea is reportedly responsmle for state-

sponsored hacks to ‘steal Cryptocurrencres Wthh help o

_bypass economic sanctnons that are enforced through the

" cooperatlon offirandial mstrtutlons and cotmntries..
The fluctuatlon of the pnce of Cryptocurrencles

. \Cryptocurrencres has’ expenences extremeiy hlgh Ievels of ."
+" fluctuation’in. 2017. In-fact,.those Ievels of ﬂuctuatron -are
unheard of for any assets traded in volumes o

’Compared o US stock market; Wthh expenenced one of
' _theleast volatile years on record in 201 7 Cryptocurrenmes- X
7 fluctuation was exceptlonally high. [21] '

+ Asa result ‘the prrce of Bitcoin tluctuates with news that -

_vendors or firms accept or dechne Bitcoin as a.mode of
payment. Late in the year2017, Bitcoin prices jumped after
Square, a payments firm, was reported o be testing Bitcoin.

- ‘Wider adoption and acceptance of Cryptocurrencres as a
payment option. naturally increases what they are worth.

~+ In. the year 2017 the following volatility behaviors were
detected:

«  The volatility of crypto market was above %80 annujaiized
volatility level.

' + Alarge portion of the year consistently was above %100
volatility.
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. The volatmty peak was reached in February 2018 to hit
© %148 volatility[22]. . - .

6 Conclusion and Future Prospectlve

From the previous discusswns it appears that the market of
cryptocurrency will-be a fixture of a new era of investing. That
conclusion is based oniwe reasons [23]:

« The overabundance ‘of new technologies that it employs
- s applications i in the several industries.
From the prevnous analysns we can conclude that [24]:

.. Cryptocurrenc:es are expected to contlnue to grow and
eventually stabilize.

- Volatility will gradually subside over the coming decade.
. Moreregulation will conttrol the market.
« A gfeater diversity 6f'investors enter the market.
+ Improved security measures will be imposed.
Consequently: |
"« Theflow of capital into the’erypto market will be a continued.
| . Lbng term investdrs will begin to invest in the market.

*  Asolid foundation for long term market growth will be built.
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