Examples of

cryptocurrencies
are:

* Bitcoin

+ Litecoin

* Namecoin

* PPCoin

« Ethereum
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NOTE:
There is NO recourse
for those who invest in

digital currencies

» Easy to transfer money between different party’s
* Relatively inexpensive to transact, no bank charges
» Blockchain is used to keep records of transactions

Cons

* Itis not regulated

« Computers can crash and information can be
lost if there is no backup

« Unstable fluctuation which is based on
supply and demand

« The system can be hacked

« Exposure to theft

NOTE:
If you invest in digital currency you will have
no recourse should you lose your money.
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Conduct Authority

Financial

Digital
Currency

What is digital
currency?

A digital currency is not
money you can touch
and feel, but rather in an
electronic form, known as
cryptocurrency.

NOTE:
As digital currencies
are unregulated, end-
users are exposed to
risks.



Ayanda is interested in investing in digital currency, she is aware tha

titis

not regulated by the FSCA. Let’s follow Ayanda’s journey.

e Transaction

Ayanda’s transaction request is sent out into the cyber world
(peer-to-peer (P2P) network). This P2P

is made up of many computers,
referred to as nodes.

e Start to trade

Using her code, Ayanda purchases R4000
of cryptocurrency. This transaction creates
a block of data. The block of data is like an
accounting system that keeps records of
all transactions.

[
Registration
and request

Ayanda visits a digital currency
website. She creates a profile for
herself (this may include personal
details and banking details). Ayanda
requests a transaction online, to

enable her to start trading in
cryptocurrency.
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O Code

Ayanda receives her
personalised code,
which becomes her
online identity.
Ayanda will use this
code when trading in

cryptocurrencies.
e Check and approve
o Complete
This network of computers check that Ayanda is a
human and is suitable to be able to transact. The Ayanda has now successfully
nodes use rules (algorithms) to approve the bought her R4000 of

transaction request. cryptocurrency.

6 Keeping it safe

The block of data is
attached to the
blockchain. The blockchain
acts like a security system
as it is a record of the
transaction which is now
permanent, and nobody can
change it.

Monitoring
performance

Ayanda will be able to
monitor her
cryptocurrency on the
digital currency website.
She will be able to see if the
value of her crytocurrency is
going up or down.




