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DIGITAL CURRENCIES: CHARACTERISTICS AND FEATURES
L. O. Khodakivska, PhD in Economics,
Associate Professor of the Department of Accounting and Economic Control,
Poltava State Agrarian Academy
Y. M. Hrybovska, PhD in Economics,
Associate Professor of the Department of Accounting and Economic Control,
Poltava State Agrarian Academy

Digital money exists only in the digital form. It doesn’t have any physical
equivalent in the real world. Nevertheless, it has all the characteristics of traditional
money. Just as classic fiat money, you can obtain, transfer or exchange it for another
currency. You can use it to pay for the goods and services, such as mobile and
Internet communication, online stores and others. Digital currencies don’t have
geographical or political borders; transactions might be sent from any place and
received an any point in the world. Actually, digital accounts and wallets may be
regarded as bank deposits.

Cryptocurrency is a kind of digital currency. It is an asset used as a medium of
exchange. It is considered reliable because it is based on cryptography.

One of the main goals of cryptography is communication and their security. It
creates and analyzes algorithms and protocols, so no information is changed or
interrupted when used by third parties.

Cryptography is a collection of many different sciences.

Cryptocurrencies use blockchain and decentralized ledger. This means that no
supervisory authority oversees all activities on the network. This happens in the space
of all users.

Characteristics of digital money, including cryptocurrencies:

1. Structure. Digital currencies are centralized; there is a group of people and
computers that regulates the state of the transactions in the network. Cryptocurrencies
are decentralized and the regulations are made by the majority of the community.

2. Anonymity. Digital currencies require user identification. Cryptocurrencies
are not completely anonymous. Although addresses do not contain sensitive
information, such as names, residential addresses, etc., each transaction is logged,
senders and recipients are known. Thus, all transactions are tracked.

3. Transparency. Digital currencies are not transparent. In it impossible to
select wallet address and view all money transfers. This information is confidential.
Cryptocurrencies are transparent. Anyone can see any transactions of any user, as all
revenue streams are located in the public chain.

4. Transaction manipulation. Digital currencies have a central authority that
deals with issues. It can cancel or freeze transactions upon the request of the
participant or authorities or on suspicion of fraud or money-laundering.
Cryptocurrencies are regulated by the community.

5. Legal aspects. Most countries have some legal framework for digital
currencies. In most countries, their official status is not defined. The establishment of
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the legal framework is only in the process [1].

In a centralized system, there is a group of people responsible for the state of
the entire system. If you make a mistake, you can transact and request the company
and expect a successful result. This cannot be done in a decentralized system.
Centralized networks, on the other hand, store a lot of sensitive user information.
This data may be lost, cracked or transmitted to law enforcement at the request of the
court. Decentralized networks do not have these problems. The same goes for
canceling transactions. If the system is revocable, it is possible to make changes to a
transaction. At the same time, it opens room for fraudulent activities.

Bitcoin is the oldest and most well-known cryptocurrency, but there are
hundreds of others. Some cryptocurrencies, like Litecoin and Bitcoin Cash, share
Bitcoin’s core characteristics but explore new ways to process transactions. Others
offer a wider range of features. Ethereum, for example, can be used to run
applications and create contracts [1; 2].

The economic value of cryptocurrency, like most goods and services, comes
from supply and demand. Supply refers to how much is available — like how many
Bitcoin are available to buy at any moment in time. Demand refers to people’s desire
to own it — as in how many people want to buy Bitcoin and how strongly they want it.
The value of a cryptocurrency will always be a balance of both factors.

Blockchains, which are organizational methods for ensuring the integrity of
transactional data, is an essential component of many cryptocurrencies.

At its most basic, a blockchain is a list of transactions that anyone can view and
verify. The Bitcoin blockchain, for example, is a record of every time someone sent
or received bitcoin.

This list of transactions is fundamental for most cryptocurrencies because it
enables secure payments to be made between people who don’t know each other
without having to go through a third-party verifier like a bank [2].

So, digital money, including cryptocurrencies, is a form of new currency that
has been around for only 15 years. However, during these short years they already
illustrated their ability to fundamentally disrupt the global financial system. But they
are not perfect by any stretch. Crypto, or digital, or virtual currencies have created a
paradigm shift in the way we look at money. The way we look at potentially buying
it. The way we look at potentially spending it. However, everyone who is looking to
ivest into them needs to be very careful.
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