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Course summary 

This course is an introduction to Cryptocurrency (or Crypto Currency) as an investment class. It will 

address the nature, fees and general risks associated with such investments, with a specific focus on 

identifying appropriate clients, or group of clients, to this alternative intangible investment class.   

Time allotted for course 

The course consists of 4 topics and includes a compulsory electronic assessment. The time allotted for 

each aspect is as follows: 

Topic 
number 

Title 
Word 
count 

Level 
Time 

allotted 

Topic 1 Understanding Cryptocurrencies 5 957 Intermediate 50 minutes 

Topic 2 General risks associated Cryptocurrency 994 Intermediate 10 minutes 

Topic 3 Cryptocurrencies: fees & costs 1 084 Intermediate 10 minutes 

Topic 4 Identifying appropriate Cryptocurrency 
Investments 

2 651 Intermediate 
20 minutes 

 Assessment    
 

   Total time 1.5 hours 

Assessment and certification 

After completion of the workshop, the learner is expected to complete an electronic assessment on the 

learning management platform. 

 Form of assessment: Multiple Choice Questions 

 Number of questions: 10 questions 

 Duration: 30 minutes 

 Competency mark: 65% 

 

Upon obtaining a competency mark of 65%, the learner will receive a Certificate of Completion, 

accredited with the Quality Council, and registered on the National Qualifications Framework. [INSETA 

Provider Nr: 130228.] You are allowed to retake the assessment up to three times. Should you not 

achieve the competency mark within these three attempts, you must retake the course.  
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TOPIC 1 UNDERSTANDING CRYPTOCURRENCY 

 

1.1 Understanding Cryptocurrency 

Cryptocurrency is a digital or virtual currency, internet or mobile server based, which uses 

cryptographical functions to conduct financial transactions that are secured by Cryptography. 

Satoshi Nakamoto is the name used by the presumed pseudonymous person or persons who developed 

Bitcoin, authored the Bitcoin white paper, created and deployed Bitcoin's original secure reference 

protocol implementation. As part of the implementation, Nakamoto also devised the first block chain 

database. In this revolutionary process, Nakamoto was the first to solve the double-spending problem 

for digital currency using a decentralised peer-to-peer (P2P) network.  

Double spending is the act of trying to spend the same digital currency twice by creating duplicate 

transactions. This issue is one of the main obstacles a digital currency needs to solve in order to make 

sure it is not being abused, and that it maintains its value and trust. 

Bitcoin was launched in November 2009. The market capitalisation of Bitcoin currently sits at 117.81 

billion U.S. dollars. Calculated by multiplying the total number of Bitcoins in circulation by the Bitcoin 

price. (Apr 2, 2020) 

Cryptocurrencies, such as Bitcoin, are created digitally through a "mining" process that requires powerful 

computers to solve complex algorithms. In a blockchain, timestamps for a transaction are added to the 

end of previous timestamps based on proof-of-work, as well as an individual public key & private key, 

creating a historical record that cannot be hacked or changed, if kept in a secure Cryptocurrency wallet.  

 

Learning Outcomes 

After studying the topic, the learner should be able to- 

 Describe the general characteristics of Cryptocurrency. 

 Understand a typical Cryptocurrency transaction cycle. 

 Understand as well as explain the terminology pertaining to transacting in Cryptocurrencies. 
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Bitcoins (as example) are currently created at the rate of 25 Bitcoins every 10 minutes and will be capped 

at 21 million, a level that is expected to be reached in 2140. Miners are rewarded with a Bitcoin dividend 

for verifying blocks of transactions. This reward is cut in half every 210,000 blocks mined, or, about every 

four years. This event is called the halving or the "halvening".  The system is built-in to prevent over 

inflation, where the rate at which new Bitcoin is released into circulation, stay controlled. Since the 

previous halvening in 2016, miners received 12.5BTC (Bitcoin) with every block mined. The third 

halvening took place 11 May 2020. Miners now get 6.25BTC per block mined. 

A defining feature of decentralised Cryptocurrencies is that they are not issued by any central authority, 

rendering them theoretically immune to government interference or manipulation. This not only 

reduces risk, but also eliminates many of the processing and transaction fees. It also gives those in 

countries with unstable currencies, a more stable currency with more applications and a wider network 

of individuals and institutions they can do business with, both domestically and internationally. 

Figure 1.1: The Cryptocurrency cycle 

 
(https://blockgeeks.com, 2020) 
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1.2 What is blockchain? 

 Introduction 

If this technology is so complex, why call it “blockchain?” At its most basic level, blockchain is literally 

just a chain of blocks, but not in the traditional sense of those words. When we say the words “block” 

and “chain” in this context, we are actually talking about digital information (the “block”) stored in a 

public database (the “chain”). 

“Blocks” on the blockchain are made up of digital pieces of information. Specifically, they have three 

parts: 

1. Blocks store information about transactions like the date, time, and dollar amount of your most 

recent purchase from Amazon. (NOTE: This Amazon example is for illustrative purchases; Amazon 

retail does not work on a blockchain principle as of this writing) 

2. Blocks store information about who is participating in transactions. A block for your splurge 

purchase from Amazon would record your name along with Amazon.com, Inc. (AMZN). Instead 

of using your actual name, your purchase is recorded without any identifying information using 

a unique “digital signature,” sort of like a username. 

3. Blocks store information that distinguishes them from other blocks. Much like you and I have 

names to distinguish us from one another, each block stores a unique code called a “hash” that 

allows us to tell it apart from every other block. Hashes are cryptographic codes created by 

special algorithms. Let’s say you made your splurge purchase on Amazon, but while it’s in transit, 

you decide you just can’t resist and need a second one. Even though the details of your new 

transaction would look nearly identical to your earlier purchase, we can still tell the blocks apart 

because of their unique codes. 

While the block in the example above is being used to store a single purchase from Amazon, the reality 

is a little different. A single block on the Bitcoin blockchain can actually store up to 1 MB of data. 

Depending on the size of the transactions, that means a single block can house a few thousand 

transactions under one roof. 
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  How blockchain works 

When a block stores new data it is added to the blockchain. Blockchain, as its name suggests, consists of 

multiple blocks strung together. In order for a block to be added to the blockchain, however, four things 

must happen: 

1. A transaction must occur. Let’s continue with the example of your impulsive Amazon purchase. 

After hastily clicking through multiple checkout prompt, you go against your better judgment and 

make a purchase. As we discussed above, in many cases a block will group together potentially 

thousands of transactions, so your Amazon purchase will be packaged in the block along with 

other users' transaction information as well. 

2. That transaction must be verified. After making that purchase, your transaction must be verified. 

With other public records of information, like the Securities Exchange Commission, Wikipedia, or 

your local library, there’s someone in charge of vetting new data entries. With blockchain, 

however, that job is left up to a network of computers. When you make your purchase from 

Amazon, that network of computers rushes to check that your transaction happened in the way 

you said it did. That is, they confirm the details of the purchase, including the transaction’s time, 

dollar amount, and participants. (More on how this happens in a second.) 

3. That transaction must be stored in a block. After your transaction has been verified as accurate, 

it gets the green light. The transaction’s dollar amount, your digital signature, and Amazon’s 

digital signature are all stored in a block. There, the transaction will likely join hundreds, or 

thousands, of others like it. 

4. That block must be given a hash. Not unlike an angel earning its wings, once all of a block’s 

transactions have been verified, it must be given a unique, identifying code called a hash. The 

block is also given the hash of the most recent block added to the blockchain. Once hashed, the 

block can be added to the blockchain. 

When that new block is added to the blockchain, it becomes publicly available for anyone to view—even 

you. If you take a look at Bitcoin’s blockchain, you will see that you have access to transaction data, along 

with information about when (“Time”), where (“Height”), and by who (“Relayed By”) the block was 

added to the blockchain. 

 Is Blockchain Private? 

Anyone can view the contents of the blockchain, but users can also opt to connect their computers to 

the blockchain network as nodes. In doing so, their computer receives a copy of the blockchain that is 

updated automatically whenever a new block is added, sort of like a Facebook News Feed that gives a 

live update whenever a new status is posted. 
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Each computer in the blockchain network has its own copy of the blockchain, which means that there 

are thousands, or in the case of Bitcoin, millions of copies of the same blockchain. Although each copy 

of the blockchain is identical, spreading that information across a network of computers makes the 

information more difficult to manipulate. With blockchain, there isn’t a single, definitive account of 

events that can be manipulated. Instead, a hacker would need to manipulate every copy of the 

blockchain on the network. This is what is meant by blockchain being a "distributed" ledger. 

Looking over the Bitcoin blockchain, however, you will notice that you do not have access to identifying 

information about the users making transactions. Although transactions on the blockchain are not 

completely anonymous, personal information about users is limited to their digital signature or 

username. 

This raises an important question: if you cannot know who is adding blocks to the blockchain, how can 

you trust blockchain or the network of computers upholding it? 

 Is Blockchain Secure? 

Blockchain technology accounts for the issues of security and trust in several ways. First, new blocks are 

always stored linearly and chronologically. That is, they are always added to the “end” of the blockchain. 

If you take a look at Bitcoin’s blockchain, you’ll see that each block has a position on the chain, called a 

“height.” As of January 2020, the block’s height had topped 615,400. 

After a block has been added to the end of the blockchain, it is very difficult to go back and alter the 

contents of the block. That’s because each block contains its own hash, along with the hash of the block 

before it. Hash codes are created by a math function that turns digital information into a string of 

numbers and letters. If that information is edited in any way, the hash code changes as well. 

Here’s why that’s important to security. Let’s say a hacker attempts to edit your transaction from 

Amazon so that you actually have to pay for your purchase twice. As soon as they edit the dollar amount 

of your transaction, the block’s hash will change. The next block in the chain will still contain the old 

hash, and the hacker would need to update that block in order to cover their tracks. However, doing so 

would change that block’s hash. And the next, and so on. 

In order to change a single block, then, a hacker would need to change every single block after it on the 

blockchain. Recalculating all those hashes would take an enormous and improbable amount of 

computing power. In other words, once a block is added to the blockchain it becomes very difficult to 

edit and impossible to delete. 
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To address the issue of trust, blockchain networks have implemented tests for computers that want to 

join and add blocks to the chain. The tests, called “consensus models,” require users to “prove” 

themselves before they can participate in a blockchain network. One of the most common examples 

employed by Bitcoin is called “proof of work.” 

In the proof of work system, computers must “prove” that they have done “work” by solving a complex 

computational math problem. If a computer solves one of these problems, they become eligible to add 

a block to the blockchain. But the process of adding blocks to the blockchain, what the cryptocurrency 

world calls “mining,” is not easy. In fact, the odds of solving one of these problems on the Bitcoin network 

were about one in 15.5 trillion in January 2020.1 To solve complex math problems at those odds, 

computers must run programs that cost them significant amounts of power and energy (read: money). 

Proof of work does not make attacks by hackers impossible, but it does make them somewhat useless. 

If a hacker wanted to coordinate an attack on the blockchain, they would need to control more than 50% 

of all computing power on the blockchain so as to be able to overwhelm all other participants in the 

network. Given the tremendous size of the Bitcoin blockchain, a so-called 51% attack is almost certainly 

not worth the effort and more than likely impossible 

 Blockchain vs. Bitcoin 

The goal of blockchain is to allow digital information to be recorded and distributed, but not edited. That 

concept can be difficult to wrap our heads around without seeing the technology in action, so let’s take 

a look at how the earliest application of blockchain technology actually works. 

Blockchain technology was first outlined in 1991 by Stuart Haber and W. Scott Stornetta, two researchers 

who wanted to implement a system where document timestamps could not be tampered with. But it 

wasn’t until almost two decades later, with the launch of Bitcoin in January 2009, that blockchain had its 

first real-world application. 

The Bitcoin protocol is built on the blockchain. In a research paper introducing the digital currency, 

Bitcoin’s pseudonymous creator Satoshi Nakamoto referred to it as “a new electronic cash system that’s 

fully peer-to-peer, with no trusted third party.” 

Here’s how it works. 

You have all these people, all over the world, who have bitcoin. There are likely many millions of people 

around the world who own at least a portion of a bitcoin. Let’s say one of those millions of people wants 

to spend their bitcoin on groceries. This is where the blockchain comes in. 
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When it comes to printed money, the use of printed currency is regulated and verified by a central 

authority, usually a bank or government—but Bitcoin is not controlled by anyone. Instead, 

transactions made in bitcoin are verified by a network of computers. This is what is meant by the Bitcoin 

network and blockchain being "decentralized." 

When one person pays another for goods using bitcoin, computers on the Bitcoin network race to verify 

the transaction. In order to do so, users run a program on their computers and try to solve a complex 

mathematical problem, called a “hash.” When a computer solves the problem by “hashing” a block, its 

algorithmic work will have also verified the block’s transactions. As we described above, the completed 

transaction is publicly recorded and stored as a block on the blockchain, at which point it becomes 

unalterable. In the case of Bitcoin, and most other blockchains, computers that successfully verify blocks 

are rewarded for their labor with cryptocurrency. This is commonly referred to as "mining." 

Although transactions are publicly recorded on the blockchain, user data is not—or, at least not in full. 

In order to conduct transactions on the Bitcoin network, participants must run a program called a 

“wallet.” Each wallet consists of two unique and distinct cryptographic keys: a public key and a private 

key. The public key is the location where transactions are deposited to and withdrawn from. This is also 

the key that appears on the blockchain ledger as the user’s digital signature. 

Even if a user receives a payment in bitcoins to their public key, they will not be able to withdraw them 

with the private counterpart. A user’s public key is a shortened version of their private key, created 

through a complicated mathematical algorithm. However, due to the complexity of this equation, it is 

almost impossible to reverse the process and generate a private key from a public key. For this reason, 

blockchain technology is considered confidential. 

 Public and Private Key Basics 

Here’s the ELI5—“Explain it Like I’m 5”—version. You can think of a public key as a school locker and the 

private key as the locker combination. Teachers, students, and even your crush can insert letters and 

notes through the opening in your locker. However, the only person that can retrieve the contents of 

the mailbox is the one that has the unique key. It should be noted, however, that while school locker 

combinations are kept in the principal’s office, there is no central database that keeps track of a 

blockchain network’s private keys. If a user misplaces their private key, they will lose access to their 

bitcoin wallet, as was the case with this man who made national headlines in December of 2017. 
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(I) A Single Public Chain 

In the Bitcoin network, the blockchain is not only shared and maintained by a public network of users—

but it is also agreed upon. When users join the network, their connected computer receives a copy of 

the blockchain that is updated whenever a new block of transactions is added. But what if, through 

human error or the efforts of a hacker, one user’s copy of the blockchain manipulated to be different 

from every other copy of the blockchain? 

The blockchain protocol discourages the existence of multiple blockchains through a process called 

“consensus.” In the presence of multiple, differing copies of the blockchain, the consensus protocol will 

adopt the longest chain available. More users on a blockchain mean that blocks can be added to the end 

of the chain quicker. By that logic, the blockchain of record will always be the one that most users trust. 

The consensus protocol is one of blockchain technology’s greatest strengths but also allows for one of 

its greatest weaknesses. 

(II) Theoretically, Hacker-Proof 

Theoretically, it is possible for a hacker to take advantage of the majority rule in what is referred to as 

a 51% attack. Here’s how it would happen. Let’s say that there are five million computers on the Bitcoin 

network, a gross understatement for sure but an easy enough number to divide. In order to achieve a 

majority on the network, a hacker would need to control at least 2.5 million and one of those computers. 

In doing so, an attacker or group of attackers could interfere with the process of recording new 

transactions. They could send a transaction—and then reverse it, making it appear as though they still 

had the coin they just spent. This vulnerability, known as double-spending, is the digital equivalent of a 

perfect counterfeit and would enable users to spend their bitcoins twice. 

Such an attack is extremely difficult to execute for a blockchain of Bitcoin’s scale, as it would require an 

attacker to gain control of millions of computers. When Bitcoin was first founded in 2009 and its users 

numbered in the dozens, it would have been easier for an attacker to control a majority of computational 

power in the network. This defining characteristic of blockchain has been flagged as one weakness for 

fledgling cryptocurrencies. 

User fear of 51% attacks can actually limit monopolies from forming on the blockchain. In “Digital Gold: 

Bitcoin and the Inside Story of the Misfits and Millionaires Trying to Reinvent Money,” New York Times 

journalist Nathaniel Popper writes of how a group of users, called “Bitfury,” pooled thousands of high-

powered computers together to gain a competitive edge on the blockchain. Their goal was to mine as 

many blocks as possible and earn bitcoin, which at the time were valued at approximately $700 each. 
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(III) Harnessing Bitfury 

By March 2014, however, Bitfury was positioned to exceed 50% of the blockchain network’s total 

computational power. Instead of continuing to increase its hold over the network, the group elected to 

self-regulate itself and vowed never to go above 40%. Bitfury knew that if they chose to continue 

increasing their control over the network, bitcoin’s value would fall as users sold off their coins in 

preparation for the possibility of a 51% attack. In other words, if users lose their faith in the blockchain 

network, the information on that network risks becoming completely worthless. Blockchain users, then, 

can only increase their computational power to a point before they begin to lose money. 

 Blockchain's Practical Application 

Blocks on the blockchain store data about monetary transactions—we’ve got that out of the way. But it 

turns out that blockchain is actually a pretty reliable way of storing data about other types of 

transactions, as well. In fact, blockchain technology can be used to store data about property exchanges, 

stops in a supply chain, and even votes for a candidate. 

Professional services network Deloitte recently surveyed 1,000 companies across seven countries about 

integrating blockchain into their business operations. Their survey found that 34% already had a 

blockchain system in production today, while another 41% expected to deploy a blockchain application 

within the next 12 months. In addition, nearly 40% of the surveyed companies reported they would 

invest $5 million or more in blockchain in the coming year. Here are some of the most popular 

applications of blockchain being explored today. 

(I) Bank Use 

Perhaps no industry stands to benefit from integrating blockchain into its business operations more than 

banking. Financial institutions only operate during business hours, five days a week. That means if you 

try to deposit a check on Friday at 6 p.m., you likely will have to wait until Monday morning to see that 

money hit your account. Even if you do make your deposit during business hours, the transaction can 

still take one to three days to verify due to the sheer volume of transactions that banks need to settle. 

Blockchain, on the other hand, never sleeps. 

By integrating blockchain into banks, consumers can see their transactions processed in as little as 10 

minutes, basically the time it takes to add a block to the blockchain, regardless of the time or day of the 

week. With blockchain, banks also have the opportunity to exchange funds between institutions more 

quickly and securely. In the stock trading business, for example, the settlement and clearing process can 

take up to three days (or longer, if banks are trading internationally), meaning that the money and shares 

are frozen for that time. 
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Given the size of the sums involved, even the few days that the money is in transit can carry significant 

costs and risks for banks. Santander, a European bank, put the potential savings at $20 billion a year. 

Capgemini, a French consultancy, estimates that consumers could save up to $16 billion in banking and 

insurance fees each year through blockchain-based applications. 

(II) Use in Cryptocurrency 

Blockchain forms the bedrock for cryptocurrencies like Bitcoin. As we explored earlier, currencies like 

the U.S. dollar are regulated and verified by a central authority, usually a bank or government. Under 

the central authority system, a user’s data and currency are technically at the whim of their bank or 

government. If a user’s bank collapses or they live in a country with an unstable government, the value 

of their currency may be at risk. These are the worries out of which Bitcoin was borne. 

By spreading its operations across a network of computers, blockchain allows Bitcoin and other 

cryptocurrencies to operate without the need for a central authority. This not only reduces risk but also 

eliminates many of the processing and transaction fees. It also gives those in countries with unstable 

currencies a more stable currency with more applications and a wider network of individuals and 

institutions they can do business with, both domestically and internationally (at least, this is the goal.) 

(III) Healthcare Uses 

Health care providers can leverage blockchain to securely store their patients’ medical records. When a 

medical record is generated and signed, it can be written into the blockchain, which provides patients 

with the proof and confidence that the record cannot be changed. These personal health records could 

be encoded and stored on the blockchain with a private key, so that they are only accessible by certain 

individuals, thereby ensuring privacy 

(IV) Property Records Use 

If you have ever spent time in your local Recorder’s Office, you will know that the process of recording 

property rights is both burdensome and inefficient. Today, a physical deed must be delivered to a 

government employee at the local recording office, where is it manually entered into the county’s central 

database and public index. In the case of a property dispute, claims to the property must be reconciled 

with the public index. 

This process is not just costly and time-consuming—it is also riddled with human error, where each 

inaccuracy makes tracking property ownership less efficient. Blockchain has the potential to eliminate 

the need for scanning documents and tracking down physical files in a local recording office. If property 

ownership is stored and verified on the blockchain, owners can trust that their deed is accurate and 

permanent. 
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(V) Use in Smart Contracts 

A smart contract is a computer code that can be built into the blockchain to facilitate, verify, or negotiate 

a contract agreement. Smart contracts operate under a set of conditions that users agree to. When those 

conditions are met, the terms of the agreement are automatically carried out. 

Say, for example, I’m renting you my apartment using a smart contract. I agree to give you the door code 

to the apartment as soon as you pay me your security deposit. Both of us would send our portion of the 

deal to the smart contract, which would hold onto and automatically exchange my door code for your 

security deposit on the date of the rental. If I don’t supply the door code by the rental date, the smart 

contract refunds your security deposit. This eliminates the fees that typically accompany using a notary 

or third-party mediator. 

(VI) Supply Chain Use  

Suppliers can use blockchain to record the origins of materials that they have purchased. This would 

allow companies to verify the authenticity of their products, along with health and ethics labels like 

“Organic,” “Local,” and “Fair Trade.” 

As reported by Forbes the food industry is moving into the use of blockchain to increasingly track the 

path and safety of food throughout the farm-to-user journey. 

(VII) Uses in Voting  

Voting with blockchain carries the potential to eliminate election fraud and boost voter turnout, as 

was tested in the Nov. 2018 midterm elections in West Virginia. Each vote would be stored as a block on 

the blockchain, making them nearly impossible to tamper with. The blockchain protocol would also 

maintain transparency in the electoral process, reducing the personnel needed to conduct an election 

and provide officials with instant results. 

 Advantages of Blockchain 

For all its complexity, blockchain’s potential as a decentralized form of record-keeping is almost without 

limit. From greater user privacy and heightened security to lower processing fees and fewer errors, 

blockchain technology may very well see applications beyond those outlined above. 
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(I) Accuracy of the Chain 

Transactions on the blockchain network are approved by a network of thousands or millions of 

computers. This removes almost all human involvement in the verification process, resulting in less 

human error and a more accurate record of information. Even if a computer on the network were to 

make a computational mistake, the error would only be made to one copy of the blockchain. In order 

for that error to spread to the rest of the blockchain, it would need to be made by at least 51% of the 

network’s computers—a near impossibility. 

(II) Cost Reductions 

Typically, consumers pay a bank to verify a transaction, a notary to sign a document, or a minister to 

perform a marriage. Blockchain eliminates the need for third-party verification and, with it, their 

associated costs. Business owners incur a small fee whenever they accept payments using credit cards, 

for example, because banks have to process those transactions. Bitcoin, on the other hand, does not 

have a central authority and has virtually no transaction fees. 

(III) Decentralization 

Blockchain does not store any of its information in a central location. Instead, the blockchain is copied 

and spread across a network of computers. Whenever a new block is added to the blockchain, every 

computer on the network updates its blockchain to reflect the change. By spreading that information 

across a network, rather than storing it in one central database, blockchain becomes more difficult to 

tamper with. If a copy of the blockchain fell into the hands of a hacker, only a single copy of the 

information, rather than the entire network, would be compromised. 

(IV) Efficient Transactions 

Transactions placed through a central authority can take up to a few days to settle. If you attempt to 

deposit a check on Friday evening, for example, you may not actually see funds in your account until 

Monday morning. Whereas financial institutions operate during business hours, five days a week, 

blockchain is working 24 hours a day, seven days a week. Transactions can be completed in about ten 

minutes and can be considered secure after just a few hours. This is particularly useful for cross-

border trades, which usually take much longer because of time-zone issues and the fact that all parties 

must confirm payment processing. 



 

© Compliance and Learning Center (Pty) Ltd                                                                                 Page 16|34  
                                 
 

(V) Private Transactions 

Many blockchain networks operate as public databases, meaning that anyone with an internet 

connection can view a list of the network’s transaction history. Although users can access details about 

transactions, they cannot access identifying information about the users making those transactions. It is 

a common misperception that blockchain networks like bitcoin are anonymous, when in fact they are 

only confidential. 

That is, when a user makes public transactions, their unique code called a public key, is recorded on the 

blockchain, rather than their personal information. Although a person’s identity is still linked to their 

blockchain address, this prevents hackers from obtaining a user’s personal information, as can occur 

when a bank is hacked. 

(VI) Secure Transactions 

Once a transaction is recorded, its authenticity must be verified by the blockchain network. Thousands 

or even millions of computers on the blockchain rush to confirm that the details of the purchase are 

correct. After a computer has validated the transaction, it is added to the blockchain in the form of a 

block. Each block on the blockchain contains its own unique hash, along with the unique hash of the 

block before it. When the information on a block is edited in any way, that block’s hash code changes—

however, the hash code on the block after it would not. This discrepancy makes it extremely difficult for 

information on the blockchain to be changed without notice. 

(VII) Transparency 

Even though personal information on the blockchain is kept private, the technology itself is almost 

always open source. That means that users on the blockchain network can modify the code as they see 

fit, so long as they have a majority of the network’s computational power backing them. Keeping data 

on the blockchain open source also makes tampering with data that much more difficult. With millions 

of computers on the blockchain network at any given time, for example, it is unlikely that anyone could 

make a change without being noticed. 

 Disadvantages of Blockchain 

While there are significant upsides to the blockchain, there are also significant challenges to its adoption. 

The roadblocks to the application of blockchain technology today are not just technical. The real 

challenges are political and regulatory, for the most part, to say nothing of the thousands of hours (read: 

money) of custom software design and back-end programming required to integrate blockchain to 

current business networks. Here are some of the challenges standing in the way of widespread 

blockchain adoption. 
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(I) Technology Cost 

Although blockchain can save users money on transaction fees, the technology is far from free. The 

“proof of work” system that bitcoin uses to validate transactions, for example, consumes vast amounts 

of computational power. In the real world, the power from the millions of computers on the bitcoin 

network is close to what Denmark consumes annually. All of that energy costs money and according to 

a recent study from research company Elite Fixtures, the cost of mining a single bitcoin varies drastically 

by location, from just $531 to a staggering $26,170. 

Based on average utility costs in the United States, that figure is closer to $4,758. Despite the costs of 

mining bitcoin, users continue to drive up their electricity bills in order to validate transactions on the 

blockchain. That’s because when miners add a block to the bitcoin blockchain, they are rewarded with 

enough bitcoin to make their time and energy worthwhile. When it comes to blockchains that do not 

use cryptocurrency, however, miners will need to be paid or otherwise incentivized to validate 

transactions. 

(II) Speed Inefficiency 

Bitcoin is a perfect case study for the possible inefficiencies of blockchain. Bitcoin’s “proof of work” 

system takes about ten minutes to add a new block to the blockchain. At that rate, it’s estimated that 

the blockchain network can only manage seven transactions per second (TPS). Although other 

cryptocurrencies like Ethereum (20 TPS) and Bitcoin Cash (60 TPS) perform better than bitcoin, they are 

still limited by blockchain. Legacy brand Visa, for context, can process 24,000 TPS. 

(III) Illegal Activity 

While confidentiality on the blockchain network protects users from hacks and preserves privacy, it also 

allows for illegal trading and activity on the blockchain network. The most cited example of blockchain 

being used for illicit transactions is probably Silk Road, an online “dark web” marketplace operating from 

Feb. 2011 until Oct. 2013 when it was shut down by the FBI. 

The website allowed users to browse the website without being tracked and make illegal purchases in 

bitcoins. Current U.S. regulation prevents users of online exchanges, like those built on blockchain, from 

full anonymity. In the United States, online exchanges must obtain information about their customers 

when they open an account, verify the identity of each customer, and confirm that customers do not 

appear on any list of known or suspected terrorist organizations. 
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(IV) Central Bank Concerns 

Several central banks, including the Federal Reserve, the Bank of Canada and the Bank of England, have 

launched investigations into digital currencies. According to a Feb. 2015 Bank of England research report, 

“Further research would also be required to devise a system which could utilize distributed ledger 

technology without compromising a central bank’s ability to control its currency and secure the system 

against systemic attack.” 

(V) Hack Susceptibility 

Newer cryptocurrencies and blockchain networks are susceptible to 51% attacks. These attacks are 

extremely difficult to execute due to the computational power required to gain majority control of a 

blockchain network, but NYU computer science researcher Joseph Bonneau said that might change. 

Bonneau released a report last year estimating that 51% attacks were likely to increase, as hackers can 

now simply rent computational power, rather than buying all of the equipment. 

 What's Next for Blockchain? 

First proposed as a research project in 1991, blockchain is comfortably settling into its late twenties. Like 

most millennials its age, blockchain has seen its fair share of public scrutiny over the last two decades, 

with businesses around the world speculating about what the technology is capable of and where it’s 

headed in the years to come. 

With many practical applications for the technology already being implemented and explored, 

blockchain is finally making a name for itself at age twenty-seven, in no small part because of bitcoin and 

cryptocurrency. As a buzzword on the tongue of every investor in the nation, blockchain stands to make 

business and government operations more accurate, efficient, and secure. 

As we prepare to head into the third decade of blockchain, it’s no longer a question of "if" legacy 

companies will catch on to the technology—it's a question of "when." 
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1.3 Types of Cryptocurrencies  

As mentioned before, the first blockchain-based Cryptocurrency was Bitcoin, which remains the most 

popular and most valuable. Today, there are thousands of alternate Cryptocurrencies with various 

functions and specifications. Some of these are clones or forks of Bitcoin, while others are new currencies 

that were built from scratch, of which Ethereum is the most popular after Bitcoin. 

Since Bitcoin's inception, its success spawned competing Cryptocurrencies named "altcoins".  These 

include Litecoin, Peercoin, Dodgecoin, Auroracoin, Namecoin, as well as, Cardano, and EOS. Today, the 

combined value of all the Cryptocurrencies in existence is around $214 billion—Bitcoin currently 

represents more than 68% of the total value.  

 

 

Figure 1.2: Example - Crypto Altcoin Calculator 

 

Fun Fact 

Some of the cryptography used in Cryptocurrency today was originally developed for military 

applications. At one point, the U.S. government wanted to put controls on cryptography like the 

legal restrictions on weapons. Still, the right for civilians to use cryptography was secured on 

grounds of freedom of speech 
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TOPIC 2 GENERAL RISK ASSOCIATED WITH CRYPTOCURRENCY 

 

2.1 Key risk features of Cryptocurrency 

 Advantages of transacting/investing in Cryptocurrency 

The following are regarded as advantages of transacting/investing in Cryptocurrency: 

 Pseudonymous:  Neither transactions nor accounts are connected to real-world identities. You 

receive Cryptocurrency on so-called addresses, which are randomly seeming chains of around 30 

characters. While it is usually possible to analyse the transaction flow, it is not necessarily 

possible to connect the real-world identity of users with those addresses. 

 Fast and global:  Transactions are propagated nearly instantly in the network and are confirmed 

in a couple of minutes. Since they happen in a worldwide network of computers, they are 

completely indifferent of your physical location. It does not matter if you send funds to your 

neighbour or to someone on the other side of the world. 

 Secure: Cryptocurrency funds are locked in a public key cryptography system. Only the owner of 

the private key can send Cryptocurrency. Strong cryptography and the magic of big numbers 

make it impossible to break this scheme. A Cryptocurrency address is more secure than Fort Knox. 

 Permissionless: You do not have to ask anybody to use Cryptocurrency. It is just software that 

everybody can download for free. After you installed it, you can receive and send any 

Cryptocurrency. No one can prevent you. There is no gatekeeper.  

Cryptocurrencies have also been praised for their portability, divisibility, inflation resistance, and 

transparency.  At the same time, there is no central authority, government, or corporation that has 

access to, or control over your funds or your personal information.  

Learning outcomes 

After studying the topic, the learner should be able to- 

 Name the risks associated with purchasing Cryptocurrencies. 

 Describe the difference between Cryptocurrency and Fiat Monies. 

 Understand that the nature of Crypto trading lends itself to illegal activity and scams. 
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 Disadvantages of transacting/investing in Cryptocurrency 

The following are regarded as disadvantages of transacting/investing in Cryptocurrency: 

 Irreversible:  After confirmation, a transaction cannot be reversed by anyone. If you send money, 

you send it. No one can help you, if you sent your funds to a scammer or if a hacker stole them 

from your computer. There is no safety net. 

 Volatile: Due to the lack of a centralised regulatory authority, virtual currencies are prone to wide 

swings in their valuations. The value of a Cryptocurrency is wholly dependent on what investors 

are willing to pay for it at a point in time. As well, if a Cryptocurrency exchange folds up, clients 

with balances have no recourse to get them back. Crypto market moves resemble the standard 

market, but on steroids.  Investing in Cryptocurrency requires a different belief system.  Don 

Conway wrote in his book "The Confessions of a Crypto Millionaire". "crypto isn't an investment, it's 

a belief system".   And that foundation will allow the investor to develop a new tolerance level 

for "very low" lows and potentially "very high highs". 

 Private Security Risk: If a user loses his/her private key due to the loss or destruction of a hard 

drive s/he can no longer access the crypto wallet to spend, withdraw, or transfer coins. It is, 

therefore, imperative to save the private key in a secure location (not connected to the internet). 

The same provisions apply to a Cryptocurrency Exchange. Responsibility for the safety and 

insurance of the coins lies with the owner, irrespective of how the coins were purchased. 

 

 

 

These characteristics make Cryptocurrency fundamentally different from a fiat currency, which is backed 

by the full faith and credit of its government. Fiat currency issuance is a highly centralised activity 

supervised by a nation's central bank. While the bank regulates the amount of currency issued under its 

monetary policy objectives, there is theoretically no upper limit to the amount of such currency issuance, 

which can lead to over-inflation. Besides, local currency deposits are generally insured against bank 

failures by various government bodies. This has the result of inevitable ongoing and rising bank costs. 

2.2 Risks of investing and trading in Cryptocurrency 

As Bitcoin is the first and most successful Cryptocurrency, it will be used as an example, seeing that all 

hard- and soft fork altcoins are based upon it.  Bitcoin supporters believe that digital currency is the 

future. One of the primary reasons for the growth of digital currencies, like Bitcoin, is that they can act 

as an alternative to national fiat money and traditional commodities like gold. 

Additional reading 

Cryptalker.com compares the Top-7 Best Cryptocurrency Wallets in the World-2020.  
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Bitcoin was not designed as a regular equity investment (no shares have ever been issued). Nevertheless, 

buyers purchase Bitcoin for its investment value rather than as a medium of exchange. 

The concept of a virtual currency is still novel. And according to Barry Silbert, CEO of Digital Currency 

Group, which builds and invests in Bitcoin and blockchain companies - "It is pretty much the highest-risk, 

highest-return investment that you can possibly make."  

 

 

2.3 Altcoin Pump and Dump Risk 

Investments can be made by wealthy traders who can increase the price of a specific altcoin or coins. 

These traders, also known as "whales", can inject massive amounts of capital into any low-priced or new 

coin. This builds the hype around a specific coin. Once the price of a coin rises, the whales often end up 

selling all their coins on exchanges, thus incurring a considerable profit. 

This trading tactic, used by whales, is often known as pump and dump and it hurts all those traders who 

did not do their homework and shortens an altcoin's overall lifespan.  

 

 

Keep in Mind 

Cryptocurrencies are a rival to government currency and the possibility exists that they could be 

used for black market transactions, money laundering, illegal activities, or tax evasion. As a result, 

governments may seek to regulate, restrict, or ban the use and sale of Cryptocurrencies, and some 

already have. The lack of uniform regulations about virtual currencies raises questions over their 

longevity, liquidity, and universality. 
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TOPIC 3 CRYPTOCURRENCIES: FEES & COSTS 

 

3.1 What determines the price of 1 Bitcoin? 

Buying a Bitcoin is different than buying a stock or bond because the issuer of the security is not a 

corporation. Investing in a Bitcoin is also unlike investing in traditional currencies as  Bitcoin is not issued 

by a central bank or backed by a government. Therefore, the monetary policy, inflation rates, and 

economic growth measurements that typically influence the value of currency do not apply to Bitcoin. 

 Bitcoin pricing is influenced mainly by external factors, for example: 

 The supply and demand sentiments of a Bitcoin. 

 The number of competing Cryptocurrencies. 

 The efficiency of the exchange the Bitcoin trades on. 

 

New Bitcoins are introduced into the market when miners process blocks of transactions and the rate at 

which new coins are introduced is designed to slow over time. In the US growth has slowed from 6.9% 

(2016), to 4.4% (2017) to 4.0% (2018).  This can create scenarios in which the demand for Bitcoins 

increases at a faster rate than the supply increases, which can drive up the price.  

Research has shown that Bitcoin's market price is closely related to its marginal cost of production, of 

which electricity usage is dominant. 

 

Sources:   blockchain.info. "Bitcoins in Circulation," CoinMarketCap. "Top 100 Cryptocurrencies by Market 

Capitalisation," ; www.investopedia.com;  https://www.sciencedirect.com/science/article 

 

 

Learning Outcomes 

After studying the topic, the learner should be able to- 

 Describe what determines the price of a Cryptocurrency coin/token. 

 Describe the typical trading fee structure. 
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3.2 What does it cost to buy and trade Cryptocurrencies in RSA? 

As Cryptocurrency exchanges are decentralised and unregulated, fees are calculated in one of the 

following two ways:  

 A flat fee per trade  

 A percentage of the 30-day trading volume for an account.  

In both cases, they have adopted a tiered structure that depends on the amount being traded. 

To find out the real price of Bitcoin, Ethereum or any of the other altcoins in South Africa, visit one of 

the local Cryptocurrency exchanges such as IceCubed or Luno.The subsections following gives an extract 

of the explanation of fees by IceCubed an Luno. 

 IceCubed fees explained 

IceCubed (iCE3) explains its transaction fees as follows: 

 Deposit Fees: None 

 Withdrawal Fees: Fiat currencies attract a small withdrawal fee of 0.033%, which is calculated 

and displayed when you create a withdrawal request. Please refer to each individual currency 

payment gateway for the most up to date withdrawal fee schedule.  

Current Crypto Withdrawal Fees are between 0.25% to 0.5% with minimum and maximum limits 

for each currency.  This will be indicated on your withdrawal slip. They also have markets that 

charge 0%. 

IceCubed fees explained: https://help.ice3.com/support/solutions/articles/11000033288-fees-

explained 

 Luno's fees explained 

Luno explains its transaction fees as follows:  

 Deposit Fees: EFT deposits are Free, whereas a penalty of R20 plus 5% applies for cash deposits. 

 Withdrawal Fees: EFT withdrawals are charged at R8.50 

 Trading Fee: A maximum of 1% calculated according to a 30-day trading volume. 

 

Luno fees explained: https://www.luno.com/en/countries 

For a brief comparison of trading fees of Bitcoin/Altcoins at the current list of the most popular 

exchanges by trade volume in the U.S. (accessed January 2020), follow these hyperlinks: 
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Coinbase. "Price"; HCoin. "Rate"; Coinsbit. "InvestBox"; Coinsbit. "Fee Schedule"; BitForex. "Trading Fees"; LBank. 

"Fees"; P2PB2B. "Fee Schedule"  (Not for assessment purposes) 

3.3 Buying Cryptocurrency at the USD price 

If a client enquires about buying Crypto at the USD price, the Financial Advisor should keep the following 

in mind: 

 Buying from a USD based exchange can only be done in USD.  

 ZAR can be exchanged for USD in branch and wired to the overseas exchange.  

 To convert ZAR to USD will be subject to the current exchange rate. 

 Wiring money to any exchange abroad can take several days and will be subject to transfer fees. 

 Converting currency is subject to specific regulations which must be adhered to.  

 There is a limit to how much ZAR can be converted and wired. 

The time and effort involved in sending money from South Africa to a USD based exchange, as well as 

the fees and charges involved to make the transfer, add to the cost of the Cryptocurrency being bought. 

3.4 Exchange calculations 

To exchange of ZAR to Bitcoin can be calculated as follows: 

 

������ �� ����� ����ℎ���� =  
��� ���������� ������

������� ������ ����� �� ����� �� �� ����ℎ����
 

 

 

 

Example 

If the price of one Crypto Coin is R8 500 and the client would like to get R500 worth of Crypto Coins, 

then divide the amount (R500) by the price of the Crypto Coin (R8 500) to get your amount of 

0.0588 Coins. The calculation is 500 / 8500 = 0.0588. 
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3.5 Domestic developments 

The iCE3 exchange is to launch the first Cryptocurrency debit card in South Africa in the second term of 

2020. 

The card will be accepted at any merchant that supports Mastercard or VISA.  While the number of 

merchants who accept Cryptocurrencies has steadily increased, they are still very much in the minority. 

For Cryptocurrencies to become more widely used, they have to first gain widespread acceptance among 

local consumers. 

Since market prices for Cryptocurrencies are based on supply and demand, the rate at which a 

Cryptocurrency can be exchanged for another currency can fluctuate widely, since the design of many 

Cryptocurrencies ensures a high degree of scarcity. 

Many observers see potential advantages in Cryptocurrencies, like the possibility of preserving value 

against inflation and facilitating exchange while being easier to transport and divide than precious metals 

and existing outside the influence of central banks and government regulations. 

The planned costs and fees of the Cryptocurrency debit card are as follows: 

 Door to door delivery:  R250 once-off fee 

 Swipe & Spend: Free 

 Cash withdrawal: R10 – R18 (Depends on the ATM Bank Issuer) 

 Cashback: R3 - R5 Flat Fee 

 Maintenance: R10 per month 

3.6 Cryptocurrency Future Tax Risk  

After the debut of Bitcoin as first Cryptocurrency November 2009, U.S. taxation agencies stated in March 

2014, that the IRS  will tax all virtual currencies, including Bitcoins, as property rather than currency. 

Gains or losses from Bitcoins held as capital will be realised as capital gains or losses, while Bitcoins held 

as inventory will incur ordinary gains or losses. The sale of Bitcoins that were mined or purchased from 

another party, or the use of Bitcoins to pay for goods or services are examples of transactions which can 

be taxed.  (Currently not applicable in RSA) 
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TOPIC 4 IDENTIFYING APPROPRIATE CRYPTOCURRENCY INVESTMENTS 

4.1 Cryptocurrency as an Alternative Class 

Alternative investments include asset classes outside of traditional securities such as stocks, bonds, and 

currencies. They include artwork, wine, gems, real estate, and Cryptocurrency. 

Alternative investments are becoming more popular for investors. Supporters of these non-traditional 

investments maintain the average investor will now have access to assets not linked to the stock market 

and other regulations, offering diversification and potentially higher returns when compared to mutual 

funds, stocks, and bonds (subject to various taxes, fees and fluctuations). 

Alternatives are complex and often higher risk than traditional investments to which most individual 

investors are accustomed.  For financial advisors, education is vital when it comes to recommending 

these investments for a client's portfolio. 

The halving applied throughout the years since Bitcoin was established, let to the decline in Bitcoin 

supply, which significantly increased the demand as well as the price. At the same time Grayscale 

Ethereum Trust (Ether-ETH), the second-largest Cryptocurrency, has announced that it is opening a 

secondary market for "mom and pop" investors, thus also opening its doors to Joe Public. All of these 

factors have led to Bitcoin once again being an attractive alternative investment option and even more 

so for the retail investor than ever before.  

Keep in mind that according to Strategy& (formerly Booz & Company), alternative investments will grow 

to $18.1 trillion worldwide by 2020. 

4.2 Identifying an appropriate Crypto client 

Originally news of Bitcoin Millionaires tweaked the interest of the public.  For example, see articles 

featured in Forbes Magazine; Guardian newspaper; Gazette Review - "Top 10 Richest Bitcoin Millionaires". 

Bitcoin's open-source, peer-to-peer approach opened the world of investments, setting Cryptocurrency 

apart from traditional investment markets, allowing anyone to invest and earn dividends.  Many 

individuals, looking for quick financial gains, realised that they did not need a high net worth to invest in 

Cryptocurrencies. 
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As the number of Cryptocurrency users/investors continues to rise worldwide, financial advisors must 

educate themselves about the average high-risk/high-return investing opportunities, to identify the 

potential market. 

According to a survey done by Bitcoin Exchange Guide in the U.S., seven key elements of an average 

Crypto investor were identified and are considered in the subsections following.   

 Users see themselves as Investors 

Most people who place their money (and faith) in Cryptocurrencies consider themselves long-term 

investors (rather than using it as a "get rich quick" mechanism).  These investors that hold on to their 

tokens/coins waiting for prices to recover again and markets to stabilise are called holders.. 

 Men Dominate the Market, For Now 

90% of Crypto Investors are men, as the entire tech industry is dominated by men.  Some females are 

starting to emerge, but the market remains strongly influenced by men. 

 Millennials Trust Bitcoin 

While many calls it a bubble, and others are losing faith, most millennial investors still trust in Bitcoin. 

More than a third of Crypto Investors are between 25 and 34–young people who have a high interest in 

technology.  More than 50% of Cryptocurrency users are less than 44 years old, making the majority of 

them millennials. Tech-savvy and fiercely independent, self-service millennials like to have complete 

control over how they invest their money. And they're particularly attracted to the lack of a centralised 

authority. 

Gen-Z is cultivating an interest in investing, as well, with almost 20% of Cryptocurrency users younger 

than 18. The narrowest age category belongs to Baby Boomers, with less than 5% of investors aged 55 

or older. 

 The Average Crypto Investor Has a Bachelor's Degree – At Least 

Most internet users who choose to invest in Cryptocurrencies and ICO's hold a degree of some kind.  

More than half of them had access to higher education, one-third of them have a Bachelor's Degree, and 

a further 20% hold a Master's degree. 

The study also found a correlation between a user's education and their likelihood of using 

Cryptocurrencies to make regular payments. People with diplomas, it seems, are more likely to use 

Crypto for transactions, rather than HODLing. 
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 Most Investors do not use Crypto for Daily Payments 

According to the survey, 56% of crypto investors never use their tokens to pay for goods or services. In 

most cases, this is because of the various market limitations at the current time. 

Three significant disadvantages to using Crypto on a daily basis were identified: 

 Users want to hold onto investments (HODL) 

 Cryptocurrencies have become more volatile 

 There's a lack of payment acceptance points 

The survey indicated that if it became easier to use Cryptocurrencies daily, users would. Generally, 

freelancers, business owners, and service providers are more likely to pay with Crypto, as it can facilitate 

business relationships. Around 11% of crypto buyers use them at least once a month, while 5% use them 

daily. 

 The Average Crypto Investor has between 1,000 USD & 10,000 USD Worth of Tokens 

This statistic reveals a lot about the purchasing power of the average Crypto Investor – these are people 

with regular incomes, who want to build a stable financial future. These so-called "Crypto Stakeholders" 

make up almost a third of the crypto users interviewed in the survey. 

Another 20% of Crypto Investors were HODLing more than 100,000 USD worth of tokens each, mainly a 

direct result of the seismic shift in valuation that most coins regularly registered. 

Finally, Crypto enthusiasts (people who HODL between 100 USD and 1,000 USD) represent another 20% 

of the total Crypto Investors that participated in the survey. They tend to never use Crypto for payments 

due to high USD transaction fees, which is understandable considering their limited investment. 

 Most Crypto Investors Come from North America 

Understandably 40% of the Crypto Investors that took part in the survey live in North America, 25% are 

European, and another 21% hail from Asia. Americans are more interested in holding onto their 

investments, while Asians seem to be more willing to use Crypto to pay for goods and services. 

Although, it should be noted that Asian users don't use Crypto as much as they would like to, due to the 

wide range of regulatory restrictions. Europeans say they would use Crypto more often, too, if it were 

not for the transaction fees and limited acceptance. 



 

© Compliance and Learning Center (Pty) Ltd                                                                                 Page 30|34  
                                 
 

4.3 Identifying an appropriate Cryptocurrency - Recap 

As mentioned before, the word "crypto" in the phrase "Cryptocurrency" is used because every single 

transaction involving digital currencies is wholly encrypted for security purposes; this process is known 

as cryptography. The use of cryptography, is done for following reasons: 

 To protect the transactions from being tampered with. 

 To safeguard the identities of different parties involved in a transaction. 

 To create fresh coins through mining. 

Not every altcoin is a substitute or modification of Bitcoin. That means there are some altcoins that are 

not derived from Bitcoin's open-source protocol; instead, they have created their own protocol and 

blockchains. Some examples of such altcoins (or hard forks) comprise Ripple, NXT, Ethereum, Omnicoin, 

CounterParty, and Waves. Every altcoin has its own blockchain, wallets, and miners.  Each needs to be 

studied to determine their offering value. 

Due to their sudden rise in popularity, altcoins may also not be a risk-free investment. Bitcoin, too, suffer 

from price volatility. However, altcoins, by comparison, are more volatile. As their market caps are low, 

altcoins might be more susceptible to price manipulation, such as Pump and Dump (mentioned earlier). 

To avoid getting hurt by a pump-and-dump tactic, Financial Advisors should educate their clients to focus 

on long-term investments done on a healthy altcoin (if a client is not interested in investing in Bitcoin or 

Ethereum).  

4.4 What is a Healthy Altcoin? 

An altcoin is developed with the idea of improving the Bitcoin.  A healthy altcoin has the following 

features: 

 A strong community. 

 High liquidity. 

 Supported by developers improving the coin's source code.  

These three factors strengthen a coin's overall value in the competitive crypto space. All in all, before 

buying an altcoin, (or any coin) you, as financial advisor should make sure that its purpose or application 

is clear to you, and applicable to your prospective client(s). 
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4.5 More advice on how to pick a viable Crypto Investment 

After Bitcoin, Ethereum has the second-highest market cap and is regarded as the most valuable Altcoin. 

So, if you are going to invest in Cryptocurrencies, Cryptokowmics.com suggest that the smart thing would 

be to invest in the top 50 altcoins.   

The market cap of various altcoins can be checked on coinmarketcap.com .  This will greatly assist you in 

identifying the top Altcoin to invest in (during 2020) by its market capitalisation. The larger the market 

cap of the Altcoin, the less would be the risk involved. However, altcoins with a mid-cap have more 

potential for growth. According to CRYPTOKNOWMICS, altcoins such as Ethereum, Ripple, EOS, 

Chainlink, BAT, OmiseGo and Ontology are worth considering during 2020. 

Figure 4.1: The top 5 most popular Cryptocurrencies 

 

4.6 3-Step Investment Process of Altcoins 

The subsections following consider the three-step process of investing in Cryptocurrency. 

 Step 1:  Create an account. 

To purchase, Bitcoins or any other Cryptocurrency in South Africa, an Investor needs an account in a 

Cryptocurrency Exchange. Other than Crypto Exchanges, altcoins can also be bought from brokers or 

direct sellers. There are websites like LocalBitcoins that connects you directly with the sellers online.  
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CRYPTOKNOWMICS, identified the following trusted 2020 Crypto Exchanges according to their secure 

protocol for purchasing, selling, or trading Cryptocurrencies: 

 Binance 

 LocalBitcoins 

 Coinbase 

 Kraken 

 Bitterex 

 Changelly 

 CEX.io 

 Bitfinex 

 Bitpanda 

 

Before making a decision, compare the charges, fees, security, services and Cryptocurrency supported 

by the platform. 

 Step 2:  Purchase an Investment. 

Before purchasing anything, the purchaser must decide why the investment is being made. Is it for daily 

trading or holding a long-term investment?   

 Step 3:  Keep the Investment Safe in a Hardware Wallet. 

To keep the investment safe, the purchaser must have total control over his/her Investment Wallet as 

well as the investment Private Key (!) 

The best way of keeping such an investment safe from hackers and phishing attacks is by keeping them 

offline or in cold storages. You can purchase hardware wallets such as Ledger Nano S, Ledger Nano X, 

Trezor and KeepKey easily from the market. 

4.7 The Future of Cryptocurrencies 

The emergence of Bitcoin has sparked a debate about its future and that of other Cryptocurrencies. 

Despite Bitcoin's volatile history, its success since its 2009 launch has inspired the creation of alternative 

Cryptocurrencies such as Ethereum, Litecoin, and Ripple.  

What will be harder to overcome is the fundamental paradox that bedevils Cryptocurrencies – the more 

popular they become, the more regulation and government scrutiny they are likely to attract, which 

erodes the fundamental reason for their existence. 

As of writing this (30 June 2020) Bitcoin is currently valued at 9166.6 USD/BTU and is likely to rise further. 
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When this digital currency was created in June 2009, it was valued at 0.0001 USD. Since then, the value 

has been on a steady rise as more and more people, merchants and nations recognise the 

Cryptocurrency as a means of transacting business. Basically, the value of Bitcoin is derived from the fact 

that people want them. Just like any other currency, Bitcoin respects the basic laws of demand and 

supply.  

There are many Bitcoin/Altcoin supporters who believe that digital currency is the future. Many of those 

who endorse Bitcoin/Altcoin believe that it facilitates a much faster, low-fee payment system for 

transactions across the globe. Although it is not backed by any government or central bank as a fiat 

currency, Bitcoin/Altcoin can be exchanged for traditional currencies; in fact, its exchange rate against 

the USD (for example) attracts potential investors and traders interested in currency plays. Indeed, one 

of the primary reasons for the growth of digital currencies like Bitcoin is that they can act as an 

alternative to national fiat money and traditional commodities like gold. 

The COVID-19 Global Pandemic made Cyber Space part of daily living, consequently forcing citizens out 

of their comfort zones, thus rethinking traditional commerce (amongst other things). 
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