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Abstract. With the outbreak of the Russian-Ukrainian war, more and moreWest-
ern countries have imposed sanctions on the assets of the Russian people overseas,
which have triggered a crisis of confidence in the world’s currency, the dollar. At
this time, the popularity of Bitcoin has also resurfaced. People are starting to
think about the future of Bitcoin. This paper starts from the basic technical means
of bitcoin and discusses the possibility of the future development of bitcoin by
analyzing the characteristics of bitcoin. We believe that although Bitcoin cannot
become a world currency in the future, it can become an investment asset and a
convenient means of payment.
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1 Introduction

This paper introduces the technology, principles, and characteristics of Bitcoin. The
research purpose of this paper is to analyze how bitcoin will emerge in the future.
Section 2 introduces the background of bitcoin. Section 3 is the definition and tech-
nology of bitcoin. Section 4 combines the characteristics of Bitcoin with its technical
analysis. Section 5 explores the future of Bitcoin through the analysis of its charac-
teristics. Section 6 makes a conclusion. The last section shows the limitations of the
paper.

2 The Birth of Bitcoin in the Subprime Crisis

In the early 21st century, the U.S. government tackled the recession caused by “9.11”
incident and the bursting of the IT bubble by introducing incentives for Americans
to buy homes. The commercial banks and financial institutions continued to provide
loans to low-credit groups to stimulate people to buy houses after the policy was issued.
These loans provided to low-credit groups are sub-prime loans. Rising house prices
have allowed unqualified people to mortgage their homes to pay off their loans. In this
environment, the U.S. economy returned to growth. However, after the number of new
homes in the US reached 2.3 m in January 2006, prices began to fall. The subsequent
fall in house prices caused many unqualified lenders to default. Because of liquidity
difficulties, these frequent default events have caused many financial companies’ funds
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to drawon bank credit, whichmade the real estate bubble transmitted to the creditmarket,
and the credit market bubble transmitted to the capital market. For more than a year, the
subprime mortgage crisis began in the United States and then spread around the world.
In this situation, many countries over-issued currency, causing the assets in the hands of
the people to shrink continuously, and people have a credit crisis for centralized banks,
which also stimulated the birth of Bitcoin.

On October 31, 2008, Satoshi Nakamoto released the Bitcoin White Paper, pointing
out that Bitcoin is an electronic transaction system that does not rely on credit. Satoshi
Nakamoto wanted Bitcoin to be a system without top-down control, managed by a
decentralized crowd. Satoshi Nakamoto received 50 bitcoins for ‘mining’ the first block
in January 2009. Satoshi later sent coins to Hal Finney [1], an early developer. Over time,
Bitcoin’s meteoric rise as the original cryptocurrency has made it a major concern for
investors, media, economists, and technologists. In the process, the concept of Bitcoin
and blockchain began to gain popularity among the general public.

3 What is Bitcoin?

Bitcoin is a peer-to-peer (P2P) form of virtual currency [2] and is not issued by a spe-
cific currency institution. It is generated by multiple calculations of a specific algorithm,
using a distributed database of multiple nodes across the P2P network to confirm and
record all transaction. Essentially, bitcoin is stored digitally in a database, and the sys-
tem moves money from one account to another by transferring numbers. Bitcoin is the
first distributed virtual currency, with an entire network of users and no central bank.
Decentralization is the guarantee of Bitcoin’s security and freedom.

As we all know, money is created by the central banks of various countries printing
and issuing paper money. How does Bitcoin make money? We must introduce the word
“digging”. What is “digging”? In plain English, mining is a way to make money out of
thin air. The characteristic of Bitcoin is that it combines bookkeeping andmakingmoney
out of thin air, which is the essence of mining. First, we will talk about bookkeeping. All
virtual currencies, includingBitcoin, are known to be decentralized. In otherwords, there
is no central authority like a bank to record and guarantee every transaction. Thus, how
do we keep our trading books? Who will keep it? Furthermore, how to supervise? In the
face of such a situation, Satoshi Nakamoto stipulated that every ten minutes to pack the
book, the book contains all the transaction recordswithin tenminutes. In addition, anyone
can pack a ledger and become a bookkeeper. Meanwhile, bookkeepers record bitcoin
transactions in public ledgers that become official records for everyone to consider.
We call the ledger package that travels every ten minutes a block, and all transaction
records formed by linking all blocks together are called blockchains. In this process,
all balances can be determined on the blockchain. To encourage everyone to participate
in bookkeeping, the first transaction in a block, according to Satoshi Nakamoto, is a
special transaction that creates a new coin held by the block’s originator. This provides
an incentive for nodes to maintain the network, as well as a mechanism to get currencies
into circulation at first. The continual creation of a fixed number of new coins is akin
to gold miners devoting resources to increase the amount of gold in circulation [3].
Therefore, the act of bookkeeping is called mining, which is the production of bitcoins
out of thin air. The bookkeepers are called miners.
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4 Characteristics of Bitcoin

The first feature is decentralization. Bitcoin is not regulated by any institution such as
a central bank. The second feature is the limited amount. When Bitcoin was first used,
miners were rewarded with 50 bitcoins per block, according to an algorithm developed
by Satoshi Nakamoto. For every 210,000 blocks mined (approximately every 4 years),
the block reward is halved and will continue to be halved until the reward per block
becomes 0. Finally, the final output of Bitcoin in 2140 is 21 million [4]. The third feature
is that the address is anonymous. In the world of Bitcoin, everyone’s address is random.
The computer automatically generates a 256-bit binary private key and computes the
respective addresses through operations. The fourth feature is global circulation. The
Bitcoin network is a global network, and transactions can take place anywhere there is
a network.

5 Bitcoin’s Future

5.1 Bitcoin Becomes an Asset to Invest

The possibility of bitcoin as an asset investment will remain. After the war between
Russia and Ukraine, we saw the European Union, the United States, and the United
Kingdom start sanctions against theRussian oligarchic elites at the fastest speed.Western
countries have frozen the assets of Russia’s central bank to prevent it from using its
$630bn (£470bn) dollar reserves, according to the BBC. In addition, the United States
has blocked $600 million in debt repayments to Russian banks in the United States,
making it more difficult for Russia to fulfill its foreign debts [5]. However, buying and
investing in Bitcoin can avoid this risk. Bitcoin, gold and the U.S. dollar have similar
patterns, according to Dyhrberg. Bitcoin can be used alongside other financial assets
to protect investors. [6]. The decentralized nature of Bitcoin makes it unregulated by
any bank in any country. Therefore, no country can confiscate other people’s bitcoins.
Meanwhile, there are many costs associated with holding assets, such as maintenance
costs, transfer costs, and time costs. For example, if someone buys gold bars but has no
place to store them, he can rent a safe at the bank to manage them. The fee charged by
the bank is the maintenance fee. Another example is someone who wants to sell their
fixed assets and turn their house into a liquid asset. At this time, transfer costs and time
costs will be incurred. Selling a house requires various brokerage fees, handling fees,
and too much time. In contrast, bitcoin costs zero to transfer and maintain, and can be
deposited and transferred at any time as long as there is a network. Thus, Bitcoin can be
used as a good store of value and safe haven.

5.2 Bitcoin Becomes a Payment Method Accepted by More People

Because of the institution’s monitoring, traditional payment methods can result in trans-
fers that aremore costly, less efficient, and last longer. The process of overseas remittance
is that the counterparty sends the money to the bank, and the bank submits the money to
UnionPay, which then sends the money abroad. The bank will charge a certain fee for
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this process. At the same time, the process is very cumbersome, and it takes a long time
to transfer money to the other party’s account. According to reports, the global average
transfer charge is 6.04 percent of the remittance amount [7]. On the contrary, bitcoin’s
remittance cost is relatively low because it can be transferred at any time without any
intermediary supervision. Besides, because of the decentralization of Bitcoin, transfers
are very efficient. According toGoldman Sachs, transaction costs for foreign remittances
utilizing Bitcoin were about 1%, while the transaction cost of traditional remittances is
8–9%, which means cost savings [1].

Second, in recent years, credit card theft, fraud and other problems emerge in end-
lessly. Fraudsters use Trojan software and other methods to copy the cardholder’s CVV,
card number, and expiration date. Fraudsters use this information to steal and swipe
cards at will. In addition, scammers also obtain other people’s information through ille-
gal means and falsely claim credit cards for overdraft consumption, which is a huge loss
to enterprises, cardholders, and banks. However, because of the Bitcoin’s encryption
algorithm and anonymity, this problem can be properly solved. In the world of Bitcoin,
everyone automatically generates a unique 256-bit binary private key through a com-
puter. The computer then uses the private key to calculate the address that belongs to
them. Because these algorithms are encrypted, scammers cannot steal other people’s
Bitcoin information.

5.3 Bitcoin Cannot Be the World Currency

Yermack argues that bitcoin does not function as a currency since it does not fulfill the
three fundamental textbook functions of money [8]. In microeconomics, Marx pointed
out the nature of the general equivalent of money. Money is commodity money and
a contract for the exchange rights between owners. Value scale, means of circulation,
means of storage, means of payment, and world currency are the five basic attributes of
money [9]. Firstly, as far as themediumof exchange is concerned,whilemany companies
now accept Bitcoin as one of the payment methods, some countries such as China do
not. In this case, Bitcoin cannot be used as an accepted currency and circulated around
the world. Second, money needs stability, and bitcoin is a measure of value, so it doesn’t
provide that. There is inflation and deflation in the currency, which are determined by its
supply and demand. If Bitcoin gradually develops into a currency, the growing demand
and limited supply of 2100Wwill lead to a shortage of Bitcoin. Thus, the price of bitcoin
skyrockets, and the increase in price makes more people want to hold bitcoin. Currently,
the growth rate of Bitcoin’s demand continues to rise, while its supply growth rate is
decreasing. In this process, if Bitcoin becomes a currency, its value will continue to rise
predictably. At the same time, bitcoin will also face persistent deflation, prompting it to
withdraw from circulation, lose its function as a payment tool and become a collection.
What does a good currency look like? The answer should be moderate inflation. While
relatively stable, its supply is proportional to the economy. The economy is in an upward
spiral. In the early stage of the outbreak, countries appropriately issued currencies to
providemonetary support for economic development.When an economic bubble occurs,
the currency is tightened by reducing issuance and other means to bring the currency
back to its true value. However, bitcoin has always been deflationary. As the economy
develops, the value of Bitcoin keeps rising because of the fixed output. People can get
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more growth interest if they hold the currency. Eventually, borrowers no longer have
an incentive to borrow, making markets less liquid. Meanwhile, the companies have
nowhere to lend to develop their businesses, so the economy cannot develop.

6 Conclusion

This paper draws out the reasons for the emergence of Bitcoin from the historical back-
ground and then introduces the principle, operating mechanism, and characteristics of
Bitcoin. Combined with its characteristics and reality, analysis of its possible future
route, finally draw a conclusion. The results suggest that no matter how bitcoin devel-
ops, it is unlikely to become a global currency in the future. However, because of the
decentralization and anonymity of Bitcoin, it can become a good store of value and
may even become a mainstream payment method. I believe that blockchain technology
will become more and more mature in the long run, and more and more countries will
recognize Bitcoin and use Bitcoin.

7 Limitations of This Paper and Expectations for the Future

There are some deficiencies here. The article mentions that the supply of Bitcoin is
certain. This question will have a big impact on the future development of Bitcoin. But
this paper does not study how to solve the problem of a certain supply of Bitcoin. It is
hoped that in the future, the shortcomings of Bitcoin will be overcome from the technical
level and from the level of equal replacement.
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Open Access This chapter is licensed under the terms of the Creative Commons Attribution-
NonCommercial 4.0 International License (http://creativecommons.org/licenses/by-nc/4.0/),
which permits any noncommercial use, sharing, adaptation, distribution and reproduction in any
medium or format, as long as you give appropriate credit to the original author(s) and the source,
provide a link to the Creative Commons license and indicate if changes were made.

The images or other third party material in this chapter are included in the chapter’s Creative
Commons license, unless indicated otherwise in a credit line to the material. If material is not
included in the chapter’s Creative Commons license and your intended use is not permitted by
statutory regulation or exceeds the permitted use, you will need to obtain permission directly from
the copyright holder.
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