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Bitcoin: Currency of the Future or Geek’s Bubble?:
Revealing the Mysteries of Blockchain as the
Anchor for Innovative Currencies

Lionel Ming-Shuan Ni

Abstract: Over the past decades, the United States dollar inherited its status as the world’s most dominant anchor
currency (or reserve currency). However, the status became faltered due to the 2008 U.S. subprime mortgage crisis
and the undertaken quantitative easing policy, leading to rethink what the world's anchor currency is. The “Bitcoin”
began life in the mind of the brilliant creator Satoshi Nakamoto, whose true identity has not been revealed, and who
published the ground-breaking white paper “Bitcoin: a peer-to-peer electronic cash system”in 2008. In 2009, the
bitcoin system was generated and spread rapidly across worldwide. Compared with traditional currencies, bitcoin
brings unprecedented two benefits: first, its underlying technology - blockchain - makes the bitcoin cost-effective,
highly secure, convenient, transparent and the total amount 1s in control; second, to ensure stable operation of
the bitcoin system, multiple techniques including encryption technology, proof-of-work consensus protocol,
incentive mechanism and guarantee mechanism are fused. More importantly, the principle of the ledger technology
blockchain is innovative, since it breaks through the centralized control from banks and governments, and makes
use of mathematical algorithms to accurately control the circulation of 21 million bitcoin currency, which won
the trust of the participants and lurkers, as well higher credit than that of the national central bank. Therefore,
the worldwide central banks have invested in human resources and financial resources to develop the blockchain
platform, in terms of system stability, application security, business model and so on. In 2016, the People’s bank
of China set up the institute of digital currency, seeking to hold the strategically active position in this international
competition. The disruptive blockchain technology has become the critical engine of development of Fintech,
shifting the way from primary stage to smart contract, and finally permeating into all fields of human society.
It 1s believed that the fusion of the central bank’s digital currency and emerging technology will have a massive
impact on the financial infrastructure, currency policy, inclusive finance, regulatory policy and even the future
digital economy. Blockchain is envisioned to have far-reaching implications in the era of Internet, and bitcoin will

promote its unique advantages to lock the status of world anchor currency.
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