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Virtual (Digital) Currencies: Bitcoin

(-) Private emission: No legal value guaranteed by a sovereign Government.

(-) Decentralised governance & record-keeping: users control the currency.

Characteristics that Motivate Users.

(a) Anonymity, Simplicity & Low cost of transactions.

(b) Promise of Constant Growth of Bitcoin in Circulation.

(c) Expectations of quick profits due to upward price trend.

Bitcoin Infrastructure: Blockchain Technology

(i) Decentralised Electronic Payment System:
cryptographic hash function: identification & integrity verification

(ii) ’Miners’: computer servers enter & exit on basis of profit opportunities.

(iii) System Rules set by Protocol: All miners follow.
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Relative Advantage of Gold as Store of Value
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Benefits and Costs as Means of Payment & as Store of Value
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(Hypothetical) Adopting Bitcoin 100% as Means of Payment & Store of Value
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Impact on Broad Money of 1 Lek Migrating to Virtual Currency.
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Market Value of Bitcoin as % of Monetary Base
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