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So, What Is the Bitcoin?


http://www.youtube.com/watch?v=Um63OQz3bjo

Gbitcoin

‘ Typical Fiat | )
Migheljquidity Y B 5 u Oy Wi n
Low Transaction cost _ |
Anonymity - ayn
Also , Anyone is not provided for the Trust tobein

use currency
No Control System
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Total Cains (millions)

Bit coin as Currency

Peryear , currency increase o
But per 4year, currency decrease.
Finally limited 210,000,000 coin

‘Those intend to control cyerency keep from it.

It means deflati

scontrastively, General monetary policy intend to inflation

Early Adgpter get a price than first early stage. Also Bitcoin have a
attractioh in  follow - up Adapter.
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The Rise And Fall Of Bitcoin: A
Brief History

f® acomments W f@ +1 =
INDIANA UNIVERSITY Aa

Bitcoin, the virtual peer-to-peer currency that was launched last
year, had a meteoric rise in the last few weeks-but after a hacking attack...

2008 e- cash




Transaction bitcoin

Bob, an online merchant, decides to begin accepting bitcoins as payment.

.|

jue contains

a!' pravieus The mining computers
:al:ulate new hash values
f the
New previous hash value. the new
:‘:lsuhe transaction block. and anonce.

Alice, a buyer, has bitcoins and wants to purchase merchandise from Bob.

Wallets are files
that provide
access to
multiple Bitcoin
addresses.

Each address
has itsown
balance of
bitcoins.

WALLETS e vy
AND Bitcoin “wallets™
ADDRESSES onther
\\ \ \ ‘ 4 /// Bob creates :
y __  anewBitcoin CREATING
. — Mo A NEW
= I herpaymentto ADDRESS

XA V4

It's tempting to think of addresses as bank
accounts, but they work a bit differently. Bitcoin
users can create as many addresses as they wish
and in fact are encouraged to create a new one
for every new transaction to increase privacy.

So long as no one knows which addresses are
Alice's, her anonymity is protected

SUBMITTING s s
A PAYMENT
Key Cryp 101

When Bob creates a new address,

what he's really doing is generating a
“cryptographic key pair.” composed of

a private key and a public key. If you sign
amessage with a private key (which only
you know), it can be verified by using the
matching public key (which is known

Garyo Ganho o

to anyone). Bob’s new Bitcoin address Ga;y.GGle;rth.
represents a unique public key, and the ‘;‘: e
ST corresponding private key is stored in his T
tel ;e"’ wallet. Thepublickey allowsanyoneto | | soiiieeeseaeees
t;.::os:ecdlk‘e verify that a message signed with the
I P private key is valid. VERIFYING
the purchase THE Their comput-
amountto TRANSACTION achuodlee
of the past
............... 10 minutes into
anew “trans-
Private Public
key key

Alice’s wallet holds the private key for each

of her addresses. The Bitcoin client signs her
transaction request with the private key of the
address she’s transferring bitcoins from.

Anyone on the network can now use

request is actually coming from the
legitimate account owner.

the public key to verify that the transaction

An address
is a string of
letters and
numbers,
suchas
THULMwWZEP
kiEPeCh
43BeKJLlyb
LCWrfDpN.

The miners’
computers are
setuptocal-
culate crypto-
graphic hash
functions.

TRANSACTION

Cryptographic Hashes

Cryptographic hash functions
transform a collection of data intoan
alphanumeric string with a fixed length,
called a hash value. Even tiny changes in
the original data drastically change the
resulting hash value. And it's essentially
Impossible to predict which initial data set
will create a specific hash value.

Creating hashes is computationally
trivial. but the Bitcoin system requires
that the new hash value have a
particular form—specifically. it must
start with a certain number of zeros.

86a

echaracters) |
The miners
£ all evil » uBb( 6be4 6dde have noway to
2 . predict which
The ro nonce will
of all veil } b8db 7ee9 8392 produce a hash

Nonces
Tocreate different hash values from the 4
same data. Bitcoin uses "nonces.” A nonce is

just a random number that's added to data

prior to hashing. Changing the nonce results

in a wildly different hash value.

value with the
required number
of leading zeros.
So they're forced
to generate
many hashes
with different
nonces until they
happen upon
one that works.

Each block includes a “coinbase” trans-
action that pays out 50 bitcoins to the
winning miner—in this case, Gary. A new
address Is created In Gary’s wallet witha
balance of newly minted bitcoins.

VERIFIED

As time goes on, Alice’s transfer to Bob gets buried beneath other,
more recent transactions. For anyone to modify the details, he
would have to redo the work that Gary did—because any changes
require a completely different winning nonce—and then redo the
work of all the subsequent miners. Such a feat is nearly i




Transaction bitcoin
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