
 

Cryptocurrency Made Easy: Is It Really 

Money? 

Cryptocurrency sounds like something invented by computer experts to bewilder the rest of us. It 

has no physical form, no government guarantees it, and new coins can apparently be created by 

“mining”—although no picks, shovels, or underground tunnels are involved. Nevertheless, 

people buy it, sell it, save it, speculate on it, and sometimes use it to purchase real goods and 

services. 

So, what exactly is cryptocurrency? Is it genuine money, an investment, an elaborate 

technological experiment—or some combination of all three? 

What Is Cryptocurrency? 

Cryptocurrency is a form of digital property that can be transferred directly from one person to 

another through a computer network. Unlike the dollars in your bank account, most 

cryptocurrencies are not issued or controlled by a government or central bank. 

Instead, transactions are recorded on a shared electronic accounting system known as a 

blockchain. Think of the blockchain as an enormous public ledger. Thousands of computers 

maintain matching copies of it, making it exceedingly difficult for one person to alter the records 

secretly. 

Bitcoin, introduced in 2009, was the first widely successful cryptocurrency. Thousands of others 

have followed, including Ethereum, Solana, Dogecoin, and a seemingly endless procession of 

coins with impressive names and questionable purposes. Bitcoin remains the oldest, best-known, 

and most valuable of them. 



Is It Real Money? 

That depends on what we mean by “money.” Cryptocurrency can perform some of money’s 

traditional functions: it can transfer value, pay for certain purchases, and be saved in the hope of 

future use. If a buyer and seller agree to accept Bitcoin as payment, it is functioning as money 

between them. 

Bitcoin is not, however, the same as the dollars in your wallet or bank account. Dollars are legal 

tender backed by the United States government and accepted almost everywhere in the country. 

Bitcoin is accepted only by businesses and individuals willing to take it, and its value can change 

sharply between breakfast and dinner. 

It may be most accurate to call Bitcoin a digital asset that can sometimes be used as money. 

Many owners treat it more like gold, a collectible, or a speculative investment than an everyday 

currency. 

For American tax purposes, the distinction is important: the IRS generally treats digital assets as 

property rather than ordinary currency. Selling cryptocurrency—or spending it after its value has 

increased—can therefore create a taxable gain. 

Where Does Cryptocurrency Come From? 

Conventional money is issued by governments and circulated through banks. Bitcoin uses a 

process called mining, which is less mysterious once the unfortunate terminology is removed. 

Bitcoin transactions are gathered into groups called blocks. Specialized computers compete to 

verify each block and add it to the blockchain. The winning operator receives newly issued 

Bitcoin along with transaction fees. This reward gives people an incentive to provide the 

computing power that keeps the network operating. 

Mining does not allow anyone with a powerful computer to manufacture as many coins as 

desired. Bitcoin’s software controls the rate at which new coins are issued. The process also 

consumes substantial electricity because the computers compete by performing enormous 

numbers of calculations. 

Will Bitcoin Ever Run Out? 

There is still a firm limit built into Bitcoin’s rules: no more than 21 million bitcoins are 

scheduled to exist. The reward paid to miners is cut in half after every 210,000 blocks, which 

works out to approximately once every four years. In April 2024, the reward fell from 6.25 to 

3.125 bitcoins per block. 

The reductions will continue until the final tiny fractions are issued, probably around the year 

2140. Miners will not necessarily disappear after that. Instead of receiving new bitcoins, they are 

expected to earn their income from the fees people pay to have transactions processed. 

Bitcoin.org describes the supply limit and reward schedule. 

https://bitcoin.org/en/halving


Could the 21-million ceiling be changed? Technically, Bitcoin’s software could be rewritten, but 

the change would need extraordinarily broad acceptance throughout the network. Increasing the 

supply would destroy one of Bitcoin’s main attractions—its scarcity—so gaining that agreement 

would be extremely unlikely. 

This limited supply is central to the argument for Bitcoin’s value. Governments can create more 

conventional currency, companies can issue additional shares, and miners can dig more gold 

from the earth. Bitcoin’s supporters know approximately how many coins will ever be available. 

How Can One Bitcoin Be Worth So Much? 

Bitcoin has no factory, land, employees, profits, or government guarantee behind it. Its price is 

produced largely by supply and demand: buyers decide what they are willing to pay, sellers 

decide what they will accept, and cryptocurrency exchanges match them. 

By late summer 2026, a single Bitcoin was worth roughly $78,000. At 8:30 a.m. Eastern Time on 

August 31, the reported price was approximately $78,414. That figure should be treated as a 

dated snapshot, not a permanent value, because Bitcoin prices can change substantially in a 

matter of hours. Fortune reported that morning’s price. 

Fortunately, no one needs $78,000 to buy Bitcoin. Each coin can be divided into 100 million 

smaller units, called satoshis. A person can purchase $10, $50, or $100 worth, just as someone 

can buy a fraction of a share through certain investment accounts. 

Bitcoin’s value has risen because demand has grown while the potential supply remains limited. 

More investors, financial institutions, and businesses have become willing to own it. Some 

purchasers see it as “digital gold,” while others simply hope somebody will pay them more for it 

later. 

That last explanation may sound suspiciously circular—and to some extent, it is. Bitcoin has 

value because people believe it has value and expect other people to continue believing the same 

thing. But conventional money also depends heavily upon collective confidence. The major 

difference is that dollars have a government, tax system, legal structure, and enormous economy 

supporting that confidence. Bitcoin relies on its network, its scarcity, its usefulness, and the 

willingness of people to accept it. 

Bitcoin Comes to Wall Street—but It Still Isn’t a Stock 

Bitcoin gradually entered the conventional investment world, but Bitcoin itself never became a 

stock. A stock represents partial ownership of a company. Bitcoin represents no ownership 

interest, produces no company profits, and pays no dividends. 

The connection with Wall Street developed in stages. Regulated Bitcoin futures began trading at 

the Chicago Mercantile Exchange in December 2017. These were contracts based on Bitcoin’s 

future price rather than purchases of the actual coins. CME Group announced the futures market 

in 2017. 

https://fortune.com/article/price-of-bitcoin-08-31-2026/
https://www.cmegroup.com/media-room/press-releases/2017/12/01/cme_group_self-certifiesbitcoinfuturestolaunchdec18.html
https://www.cmegroup.com/media-room/press-releases/2017/12/01/cme_group_self-certifiesbitcoinfuturestolaunchdec18.html


In October 2021, ProShares introduced BITO, the first American Bitcoin-linked exchange-traded 

fund. Investors could buy and sell its shares through an ordinary brokerage account, but the fund 

used Bitcoin futures rather than owning Bitcoin directly. ProShares described the fund at its 

introduction. 

The largest change came in January 2024, when the Securities and Exchange Commission 

allowed several spot Bitcoin exchange-traded products to begin trading on American stock 

exchanges. These funds hold Bitcoin and issue conventional shares whose value is intended to 

follow its price. The SEC announced those approvals on January 10, 2024. 

Consequently, someone can now gain exposure to Bitcoin through an ordinary brokerage or 

retirement account without opening a cryptocurrency account or managing a digital wallet. The 

investor owns shares in a fund, however—not spendable Bitcoin. Fund shares cannot be 

transferred to a cryptocurrency wallet or sent to a merchant as payment. 

How Do You Acquire Cryptocurrency? 

The easiest method is to open an account with an established cryptocurrency exchange, deposit 

dollars, and purchase the desired amount. The exchange may hold the cryptocurrency for you, 

much as a brokerage holds investments. 

Another possibility is to buy shares in a Bitcoin exchange-traded product through an ordinary 

brokerage account. This is simpler for many investors, but again, it provides exposure to 

Bitcoin’s price rather than ownership of coins that can be transferred or spent. 

Cryptocurrency can also be received as payment, transferred by another owner, or earned 

through mining. For the average person, Bitcoin mining is no longer practical. It generally 

requires specialized equipment, inexpensive electricity, and large-scale operations capable of 

competing with professional mining companies. 

Some services promise that customers can earn interest or unusually high returns by depositing 

cryptocurrency. Such offers deserve considerable caution. These accounts do not necessarily 

receive the protections associated with regulated bank deposits, and the company can fail, freeze 

withdrawals, or lose customers’ assets. Investor.gov warns that crypto interest accounts are not 

equivalent to insured bank accounts. 

Where Is Cryptocurrency Kept? 

Cryptocurrency is associated with a digital wallet, but the wallet does not contain coins in the 

way a leather wallet contains cash. It stores the electronic credentials that allow the owner to 

control assets recorded on the blockchain. 

A cryptocurrency exchange may manage those credentials for you. This arrangement is 

convenient, but it means trusting the exchange to remain solvent, secure, and honest. If the 

exchange collapses or locks the account, recovering the assets may be difficult or impossible. 

https://www.proshares.com/press-releases/proshares-to-launch-the-first-u.s.-bitcoin-linked-etf-on-october-19
https://www.proshares.com/press-releases/proshares-to-launch-the-first-u.s.-bitcoin-linked-etf-on-october-19
https://www.sec.gov/newsroom/speeches-statements/gensler-statement-spot-bitcoin-011023
https://www.investor.gov/introduction-investing/general-resources/news-alerts/alerts-bulletins/investor-bulletins/investor-bulletin-crypto-asset-interest-bearing-accounts
https://www.investor.gov/introduction-investing/general-resources/news-alerts/alerts-bulletins/investor-bulletins/investor-bulletin-crypto-asset-interest-bearing-accounts


The alternative is a personal wallet controlled by a private key or recovery phrase. That gives the 

owner direct control, but also complete responsibility. If the private key is stolen, someone else 

can take the cryptocurrency. It is financial independence in its purest form—along with financial 

responsibility in its most unforgiving form. 

How Bitcoin Can Disappear Forever 

A bank can usually restore access when a customer forgets a password. Bitcoin does not 

necessarily provide that safety net. Control of Bitcoin depends upon a private key—usually 

protected by a series of words called a recovery or seed phrase. Whoever possesses that 

information can control the Bitcoin associated with it. 

If an owner manages a personal wallet and loses both the private key and recovery phrase, no 

bank, government, computer technician, or Bitcoin headquarters can issue replacements. The 

coins remain recorded on the blockchain, but they can never be transferred or spent. They have 

effectively disappeared from circulation forever. 

Leaving Bitcoin with an exchange makes password recovery easier because the exchange 

controls the keys, but that introduces another risk: the owner must trust the company to protect 

the assets and remain in business. Personal ownership provides greater independence but also 

places the entire burden of safekeeping upon the individual. Owners should keep recovery 

information secure, protected from fire and theft, and accessible to a trusted heir or executor after 

death. Otherwise, a digital fortune can vanish with its owner. 

How Do You Spend It? 

Some online businesses and a smaller number of physical merchants accept cryptocurrency 

directly. A purchaser generally scans a code or enters the recipient’s wallet address, specifies the 

amount, and authorizes the transaction. 

Other companies provide cryptocurrency debit cards. At the moment of purchase, the service 

sells enough cryptocurrency to cover the transaction and pays the merchant in conventional 

currency. The store receives dollars while the customer spends the value of cryptocurrency 

holdings. 

In practice, most Bitcoin owners appear more interested in holding or trading it than in buying 

groceries with it. Price volatility, transaction procedures, possible fees, and tax consequences 

make it less convenient than cash or a credit card for routine purchases. Transactions are also 

generally irreversible; sending cryptocurrency to the wrong address can become a very expensive 

typographical error. 

Why Does the Value Rise—and Why Can It Collapse? 

Cryptocurrency prices rise when more money is trying to buy an asset than leave it. Enthusiasm, 

news coverage, institutional buying, political developments, fear of inflation, and expectations of 

future adoption can all increase demand. Limited supply then magnifies the effect. 



The process also works in reverse. A government announcement, exchange failure, major theft, 

economic downturn, or simple change in investor enthusiasm can send prices sharply lower. 

Unlike a profitable company, Bitcoin has no earnings statement that helps investors decide what 

it is objectively worth. 

This makes Bitcoin highly speculative. People have made fortunes from it, especially those who 

bought early and held through repeated crashes. Others bought during periods of excitement and 

suffered enormous losses. Its past rise does not guarantee another rise, and a high current price 

does not prove that the price is justified. 

What About Stablecoins? 

Stablecoins are cryptocurrencies designed to maintain a steady value, commonly one dollar per 

coin. The organization issuing a stablecoin may claim to hold cash, government securities, or 

other reserves supporting that value. 

Stablecoins can make cryptocurrency transactions easier, but the word “stable” should not be 

mistaken for a government guarantee. Their safety depends upon the quality of the reserves, the 

honesty and stability of the issuer, and the regulations governing it. Some stablecoins have lost 

their intended value or collapsed completely. 

Is Cryptocurrency Safe? 

The Bitcoin network itself has proved remarkably difficult to alter, but that does not make 

everything surrounding Bitcoin safe. Exchanges can fail, passwords can be stolen, fraudulent 

coins can be promoted, and criminals can impersonate legitimate investment firms. 

Cryptocurrency payments are particularly attractive to scammers because they can be transferred 

quickly and are difficult to reverse. Any stranger promising guaranteed returns, demanding 

payment in cryptocurrency, or offering to help recover previously lost cryptocurrency should be 

treated with suspicion. The SEC continues to warn that the risk of loss in crypto investments 

remains significant. Investor.gov provides current information about crypto-asset risks. 

Does Cryptocurrency Make Sense? 

As a technological achievement, Bitcoin is ingenious. It created a way for strangers to transfer 

scarce digital property without relying on a central bank or conventional payment company. The 

blockchain record, limited supply, and worldwide network are real, even though the coins 

themselves are intangible. 

As everyday money, Bitcoin remains awkward. Its price is unstable, relatively few merchants 

accept it directly, transactions can be unforgiving, and spending it may involve fees and tax 

recordkeeping. 

As an investment, it is capable of spectacular gains and equally spectacular losses. Its price 

depends more upon scarcity, adoption, and public confidence than upon measurable earnings or 

https://www.investor.gov/additional-resources/spotlight/crypto-assets


productive assets. Anyone buying it should understand that distinction and use only money 

whose loss would not threaten essential savings or retirement security. 

So, does cryptocurrency sound nuts? Parts of it certainly do. Invisible coins are produced by 

computers solving deliberately difficult problems, stored through secret digital keys, and valued 

at tens of thousands of dollars because a worldwide collection of people agrees that they are 

valuable. 

Yet cryptocurrency is not imaginary. The networks operate, ownership changes hands, billions of 

dollars are invested, and Bitcoin-linked funds trade beside conventional investments on major 

exchanges. Cryptocurrency is real—but “real” should never be confused with stable, safe, 

simple, or sensible for everyone. 

 


