
 

 

 

 

 

 

Cryptocurrency is an electronic form of money which is 
designed to be safe & secure and, in many cases can be 
anonymous. Cryptocurrency is associated with the 
internet, it uses cryptography, the process of converting 
legible information into what the designers hope is an 
almost uncrackable code, to track purchases and 
transfers.  

 
Originally cryptography was invented in the Second World 
War to ensure secure communications. Many years on it 
has evolved in the digital age with algorithms of 
mathematical theory and computer science to become a 
way to secure communications, information and money 
transfers online.  

 
We are all pretty familiar with the first cryptocurrency 
Bitcoin, which was created in 2009 and is still the best 
known. There has been an explosion of cryptocurrencies 
in the past decade and there are now more than 1,000 
available on the internet. Bitcoin reached a high of 
$20,000 at the end of 2017 before crashing back to less 
than $6200 now.  

 
CRYPTOCURRENCIES EXPLAINED 
 
 Cryptocurrencies use decentralised technology to let 
users make secure payments and store a representation 
of money without the need to use their name or go 
through a bank. They run on a distributed public ledger 
called a blockchain, which is a record of all transactions 
updated and held by currency holders.  

 
Units of cryptocurrency, the actual coin can be sub-
divided up into smaller fractions of the coin, are created 
through a process called mining, which involves using 
computer power to solve complicated mathematical 
problems that generate coins. Users can also buy the 
currencies from brokers, then store and spend them using 
secure cryptographic wallets.  

 
Cryptocurrencies and applications of blockchain 
technology are still in their infancy and are still 
developing in financial terms and more uses of the 
currency will arise. Transactions including bonds, stocks 
and other financial assets could eventually be traded 
using this new technology. 
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The 4 leading cryptocurrencies are:  
 
• BITCOIN: Bitcoin was the first and is the most commonly 
traded cryptocurrency to date. The currency was 
developed by Satoshi Nakamoto in 2009, a mysterious 
figure who developed its blockchain. It has a market 
capitalisation of around $230 billion as of December 2017.  
 
• ETHEREUM: Developed in 2015, ether is the currency 
token used in the ethereum blockchain, the second most 
popular and valuable cryptocurrency. Ether has a market 
capitalisation of around $67 billion as of December 2017. 
However, ether has had a turbulent journey. After a major 
hack in 2016 it split into two currencies, while its value has 
in January this year reached a high of £1015 but it has 
previously dropped briefly to as low as £675. It has proved 
hugely popular as a platform for other cryptocurrencies in 
2017, which use the ethereum blockchain’s code. Many 
blue chip companies around the world have joined the 
Enterprise Etherium Alliance (EEA) like BP, Deloitte, 
Santander, Microsoft, Pfizer and JP Morgan to name a 
few. 
 
• RIPPLE: Ripple is another distributed ledger system that 
was founded in 2012. Ripple can be used to track more 
kinds of transactions, not just of the cryptocurrency. It has 
been used by many banks to carry out interbanking 
transfers including Santander and UBS and has a market 
capitalisation of around £7.25 billion. 
 
 • LITECOIN: This currency is very similar in construction to 
Bitcoin, but has moved more quickly to develop new 
innovations, including faster payments and processes to 
allow many more transactions. The total value of all 
Litecoin is around £3.5 billion.  
 
The big question is: Are cryptocurrencies here to stay?  
 
Even though the Bank Of England stated recently that is 
has reconsidered and now dropped plans to launch its 
own digital currency, it is still interested and will continue 
to research the topic. This implies that could change and 
with the EEA growing ever stronger with new members, it 
appears that cryptocurrencies are still gathering pace and 
will do for some time yet. 
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