
Currency  
 Background 

● Money is the official legal tender of a country that is used as a medium of 
exchange.  

● Currency is the accepted form of money. Ex. Coins, paper notes  
● Legal tender is any official medium that can be used to pay a public or private 

debt and that must be accepted as a payment medium.  
Fiat Money 

● Back by a government and declared legal tender  
● Not backed by a commodity  
● Value is established by supply and demand  
● No intrinsic value  
● Subject to inflation, deflation, and hyperinflation  
● Governments can print or create money as needed  

○ In response to the financial crisis of 2007 the U.S Government created 
and pumped 3 trillion dollars into the world economy 

○ In Zimbabwe, the government produced so much money the inflation rate 
reached 500 billion perfect  

● All major governments use fiat money  
 
Representative Money or Commodity Money 

● For most of history, currency was backed by commodities  
● When money is backed by a commodity the money can be exchanged for a fixed 

amount of the commodity 
● Commodity money is much less susceptible to inflation and deflation  

○ The U.S used the “gold standard” during which U.S notes could be 
exchanged for gold, until 1933 when America moved to fiat currency 

● Although the United States uses fiat money today, the U.S dollar is closely tied to 
a number of commodities and consumer staples which allow the dollar to act like 
a sort of “super commodity”  

 
Crypto-Currency  

● Cryptocurrency is digital money that used cryptography to protect the integrity of 
the money, hence the name 
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Currency  
● Most cryptocurrencies are hard to counterfeit thanks to the advanced 

cryptography they use  
● Most cryptocurrencies also used blockchain technology, this means that all 

transactions are recorded on an often public ledger that is maintained by a 
network of computers  

● People who help manage the network of computers that facilitate the financial 
transactions are called “miners”  

● Cryptocurrency is not issued by any central authority which often attracts illegal 
activities  

●  Launched in 2009, Bitcoin was the world’s first cryptocurrency  
○ Bitcoin is now the world largest cryptocurrency with a market cap that has 

been over $100 billion dollars for the last few years 
○ The price of a single bitcoin was nearly $20,000 in December 2017 

● Cryptocurrency prices are often extremely volatile  
● Cryptocurrency is appealing because it is an extremely fast and cheap way to 

send money anywhere in the world  
● Each cryptocurrency had its own unique code and can work very differently from 

others  
○ Bitcoin has a limited number of coins that can be mined and once all coins 

are minded there will be no way to create more bitcoins, while the 
company behind Ripple can create as many coins as they want  

○ Cryptocurrencies can also have their own purpose, some coins are made 
directly for consumers while others target specific niches  

 
 

ALCHANATI CAMPBELL & ASSOCIATES LLC 
 
 

The text above has been gathered or is based on text from multiple sources and Alchanati Campbell & Associates 
LLC makes no claim to this text. It is strictly for educational purposes.  


