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CRYPTOCURRENCY IN THE MODERN ECONOMY

Abstract: The article examines the economic content of crypto currency, capitalization issues and basic
requirements for investment. The author conducted a comparative analysis of the dynamics of capitalization of the 10
largest crypto currencies for 2017 and 2018. The problems of crypto currencies, the complexity of their
implementation and use in the modern economy are identified, the risks that have an impact on the development of
the crypto currency market are identified. On the basis of the analysis the relevant conclusions are made. It should be
noted that the study of methods of development of the crypto currency market in foreign countries is necessary for
the possible use of their experience with the most effective solutions in the preparation of General principles of state
regulation.

Keywords: the digital economy, capitalization, crypto currency, bit coin, financial elements, the technology of
the block chain, the transaction.

Introduction. The development of digitalization of the national economy expands the content of the
economic category "money", which is associated with new technological opportunities. Crypto currency is
becoming an element of the digital economy. In contrast to the traditional economy, in which value added
is based on real work, in the digital economy — on information, its processing through the use of new
technologics and knowledge. There is a phenomenon of information cost estimation. The end product is
not the extraction of natural resources, but the formation of new knowledge based on information. There
are new varieties of money in the form of virtual electronic forms with many characteristics of the
mongetary category, as an investment asset, means of payment, decentralization of the issue of electronic
money, the objective nature of the formation of the money supply, etc. The relevance of the use of virtual
mongey in the field of socio-economic life increases, despite certain shortcomings and difficulties of the
initial growth. In recent years, the phenomenon of "electronic currencies" has been actively manifested in
financial relations, the most advanced was the first crypto currency — bit coin [1].

On the basis of the first crypto currency appeared bit coin derivatives, the so — called "altcoins" -
demand, the growth of their rates often exceeded the wildest expectations in terms of timing and level of
capitalization. The appearance of altcoins is associated with the further development of the sphere of
application of crypto currencies and improvement of their characteristics. To date, the prospects for further
development of critobulus remains uncertain, although all the experts and professionals, public authorities
it is clear, without regulation it is impossible to do in the future [2].

To understand the prospects of certain altcoins, it is necessary to study the reasons and factors that
affect the dynamics of the crypto currency rate, how many coins of this altcoins, the growth of
capitalization, the possibility of mining, the actions and intentions of national regulators, cooperation with
leading exchanges, transnational corporations in the digital sphere. Along with that, you should explore
other factors, the properties of each specific Aldona determining its opportunities [3].

Methodology — Today, there are many crypto currencies in the world and the emergence of new types
of them does not make you wait. According to our estimates, the state regulation will help to bring order
and consistency in the development of critobulus. The issue of new coins is growing, only in 30 days of
the beginning of 2018 there were about 110 coins, any of which can become a new promising crypto
currency for investment [4].

Consider the most well-known and used by traders, investors on the world's exchanges of types of
crypto currencies, evaluate their prospects. The main and the first crypto currency in the world is bit coin,
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which reached the peak of its capitalization by the end of 2017. In 2017, indeed, the capitalization of bit
coin has increased more than 10 times, and in some cases, the growth of altcoins and tokens has increased
during 2017 by 100-200 times or more. However, the correction of the bit coin exchange rate to a long-
term reduction since the end of 2017 and during 2018 (when one bit coin was equal to almost $ 20,000,
then reached $ 3,500) clearly showed that the growth potential of the bit coin exchange rate and
capitalization level cannot be unlimited in light of the revealed disadvantages of this currency, such as
scaling problems, bulkiness of the transaction and the emergence of alternative altcoins with improved
characteristics.

Investment opportunities of the first crypto currency-bit coin remain promising, but the lack of
regulation by the state creates high volatility in the markets. To expand the application areas, it is
necessary to solve problems that limit the volume and scaling, low bandwidth, high cost of transactions,
which, in General, narrow the prospects for the use of bit coin. Bit coin is actively used as a venture
capital asset, where its share in the market structure remains high. Further prospects for the growth of
crypto currencies are associated with the development of block chain technology, it is difficult to resist
competition to decentralized applications [5].

The main requirements for crypto currencies to investments. In the analysis of altcoins and tokens for
long-term investments are considered the most promising such currencies, which can have the following
features and characteristics:

1. Competent highly qualified management with experience and high rating in the field of crypto
currency technology and knowledge [6].

2. Application of technical solutions of innovative nature and new specific functions in the basis of
crypto currency functioning (possibilities of mining of this currency, available secure transaction
mechanism at price and cost, availability of open source code, etc.) [7].

3. The presence of a sufficiently high level of capitalization of the currency to maintain the level of
pricing on crypto currency exchanges.

4. Availability of resources and opportunities for events for altcoins marketing promotion;

5. As noted in article [4], "the presence of an open source code of the coin also increases confidence,
and the possibility of mining altcoins reduces the likelihood of manipulations with the rate, which are not
uncommon in the case of tokens that have a single Issuer in the form of a token developer."

6. It is necessary to monitor on a constant basis the rate of the chosen crypto currency to assess the
possibility of speculative or objectively long-term interest of investors working in the short or long-term
time range [8].

Results of a research — Many altcoins meet all these requirements. The main criteria for the analysis
of crypto currency development trends are anonymity, capitalization, and volatility.

Market capitalization is the total value of all electronic virtual currencies on electronic exchanges.
The definition of crypto currency capitalization is no different from any other asset (e.g. company stock).
The higher the value of capitalization of a particular currency, thus it is of potential interest to investors.
Large investors and investment funds prefer to invest in a currency that has a large capitalization value,
since investments in small crypto-coins are not profitable [9, ¢. 80-86].

Table 1- Market capitalization 10 largest crypto currency in 2017

No The name of the coin The cost, in US dollars Capitalization, billion US Growth in 2017
dollars capitalization, in %

1 Bitcoin (BTC) 15405.50 2T, T7 2000

2 Ethereum (ETH) 453,75 43,67 9000

3 Bitcoin Cash ( BCH) 1329,97 224 -

4 I0TA (I0TA) 4,32 12,01 3000

5 Ripple (XRP) 0,24 921 37000

6 Litecoin(LTC) 1522 826 5000

7 Dash ( DASH) 698,85 541 5000

8 Monero (XMR) 246,64 3,81 2500

9 Bitcoin Gold 223,62 3,73 -

10 | NEM (NEM) 0,404 3,64 30000

Note — compiled by authors according to the source [4] and [10]
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Based on the data of open media publications, we have analyzed the TOP 10 most capitalized crypto
currencies, which will reveal the patterns and trends of their development. Table 1 presents the
information of the ten most capitalized crypto currencies, for each of which capitalization, cost, dynamics
are indicated. The data are taken as of 2017.

Let's consider the characteristics of the main crypto currencies that received the best results of
capitalization in early 2018:

1. Bit coin (BTC) is the world's first digital currency, the pioneer of the crypto currency market. It has
a basic block chain. Bit coin is widely used as a common means of payment, has an open source code, has
become the basis for many subsequent projects in the crypto currency market. Bit coin remains the most
promising option, though it has some significant shortcomings — the limitations of emissions, the
complexity of the transaction and high cost. Today, bit coin mining is an extremely resource-intensive
process, but remains the leader in terms of capitalization. Its share in the total cost of crypto currency
capital is only about a third of the total capitalization (34.67%) [4.11].

2. Ethereum (ETH). During the development of this crypto currency, ETH modified the block chain
technology with the help of smart contracts, which allowed using the capabilities of the crypto currency
not only as a speculative financial instrument, but also as a technological innovation. The coin
immediately attracted such giants of the financial and I'T market as Sberbank, Microsoft, IBM and others,
and therefore long-term investments in this project still look like a reasonable solution. Its capitalization
grew to $ 100 billion. Technical progress made thanks to the efforts of developers in recent months has
contributed to the growth of ETH, as well as the expansion of the market for trading with this coin.

3. Bit coin Cash (BCH) was created in the development of the bit coin line by taking into account and
climinating the identified shortcomings. Its capitalization became high when its rate rose several times and
firmly entrenched in the price above $ 1000. As a result, altcoins BCH entered the top three most
capitalized currencies [12, ¢. 94-96].

4. YOTA. The growth of iota capitalization in recent months indicates that this coin has the highest
prospects along with giants like Bit coin or Ethereum. The currency is aimed at creating a tool for reliable
anonymous transactions, the creators of IOTA see the key to the development of the crypto economy in
the Internet of things and master its inherent technologies. Micropayments for Internet transactions.

5. The token Ripple (XRP). The main goal of this project is to create a full-fledged digital monetary
system with maximum security of transactions. Protocol for international transactions in different systems.
This crypto currency has caught the attention of major players in the classic financial market, among
which are such giants as UniCredit, UBS, Western Union and others. Rippl Protocol has been used in the
work of banks and payment systems, and therefore the future of this crypto currency looks promising. This
crypto currency is relevant for the beginning of the study of the crypto economy by its example, as it has a
large package of interesting technologies important for the development of the industry as a whole. In the
Wake of growing interest in its rate increased so actively that XRP for some time even held a leading
position among altcoins.

6. Litecoin (LTC) was developed as a result of the fork of bit coin, taking into account a number of
shortcomings of the classic bit coin, which allowed to increase the currency issue to 84 million coins and
increased the transaction speed by 2.5 times. Litecoin as a fast analogue of bit coin under SegWit, is
mined in a similar way, anonymous, its emission is limited, and transactions are not subject to
cancellation. To date, the mining of this coin is more profitable than bit coin. During the correction period,
LTC capitalization fell by almost half.

7. Dash. This crypto currency has a more reliable system of protection of personal data of the owner
of the coin than implemented in Bit coin. The currency has several specific features in comparison with
financial instruments: 1) its production is not demanding on energy resources; 2) not one, but a group of
algorithms is used. Currency for instant transactions on the Internet, sent to the wallets of recipients after
splitting transactions in the service Private Send. The stable growth of Dash makes it one of the most
attractive crypto currencies on the altcoins market.

8. Monero (XMR). An independent crypto currency. The main purpose of the creation is to ensure the
maximum possible anonymity of transactions, due to the CryptoNote Protocol, ring signatures using one-
time keys when making money transactions. Investors appreciate the potential of this currency.
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9. The NEM token, designed to make innovative changes in the sphere of Bank transfers, is another
coin included in the top ten. Currency Coin from Japan, has an original open source code and a number of
technological advantages that are not available to more eminent colleagues. Payments and p2p
transactions.

10. Stellar, a token that has some common features with the RIPL, holds very close to NEM and has a
slightly lower total value of $ 8.629 billion.

11. The EOS token is another token designed to scale decentralized sites and services more
efficiently. The capitalization of the token exceeds $ 8 billion. and brings it closer to other coins, which
took a higher position in the ranking.

12. The NEO token, which showed particularly good growth rates last year, despite its low starting
positions, finally entered the TOP of the most capitalized coins. His achievement is almost capitalization.

13. Cardano token (ADA), through the use of smart contract technology, is able to increase the
internal efficiency of the crypto currency economy. Cardano demonstrated an impressive growth of
market capitalization: in 2017, the market capitalization of this token is equal to almost 15 billion US
dollars [4,10,11].

During 2018, the total number of crypto currencies rose to 1910, according to Coinmarketcap. The
opposite trend was observed to reduce capitalization for almost a year, preceding the rapid growth of
crypto currencies by the beginning of 2018. Compared to December 2017, when the maximum growth in
total capitalization reached $ 600 billion, by December 26, 2018, the total capitalization fell to § 127.5
billion. Compared to the previous year, the capitalization of such currencies as NEO, EOS, NEM, I0TA,
BTH decreased from the TOP 10, but the top ten included new currencies like USDT, Tronit (TRX) [13].

Thus, there are natural changes in the dynamics of capitalization and popularity of crypto currencies.
At the beginning of 2019, respectively, many of the TOP 10 capitalized currencies lost weight, we present
data on capitalization for 2017-2018 in Table 2.

Table 2 — Dynamics of capitalization of the 10 largest crypto currencies as of December 27, 2018.

Ne | The name of the coin The cost, in US Capitalization, in Capitalization on the Dynamics of changes,
dollars billion dollars. USA on | 27.12. 2017, in billions minus, plus
27.12.2018 of dollars USA

1 Bitcoin (BTC) 385725 67, 34 269,0 - 3,99 times
2 Ripple (XRP) 0,37 36,73 47,0 - 1,28 times
3 Ethereum (ETH) 142,38 14,83 74,0 - 4,99 times
4 Steller (XLM) 0,11 2,19 15 - 6,85 times
5 EOS 2,71 2,78 - Not available
6 Litecoin (LTC) 32,11 1,92 15 - 7,8 times
7 USDT 1,01 1,88 -

8 Cardano (ADA) 0,04 1,09 10 - 9,17 times
9 Manero (XMR) 48 87 0,82 6 - 7,32 times
10 | Tronit (TRX) 0,02 1,34 -

11 | DASH 82,62 0,71 9 - 12, 68 times

Note — compiled by authors according to the source [14]

Crypto currency problems. A digital currency, hardly appeared to be unclaimed, to assess their
capitalization is almost impossible. In modemn conditions of unregulated crypto currency processes at the
state level, but at the same time, when trading crypto-currency exchanges are active, it is necessary to pay
special attention to the measures taken by States that have more influence on this financial market, such as
Japan, South Korea, China, the United States and others [15].

It is important to analyze the measures taken by these States in the field of regulation of crypto
currencies, to monitor their actions for their impact on the exchange rate and capitalization of a particular
crypto currency. For example, Japan has been consistently implementing measures to embed crypto
currency relations in the financial system of the country. Measures are being taken to regulate and license
the activities of companies in the field of crypto currency economy. Therefore, investors should pay
attention to projects with Japanese participation, and not only pay attention to the world-recognized
platforms Ethereum and Bitcoin, Ripple and Stellar [16].
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One of the States that offered its vision on the regulation of the crypto market is South Korea. South
Korea sees state regulation in the adoption of strict measures to limit the issuance of crypto currencies,
their regulation.

China generally opposes the development of crypto-currency projects, it is necessary to pay special
attention to projects with Chinese participation. Chairman of the Chinese Central Bank Mr. Zhou Xiao
chuan at a press conference in Beijing on the sidelines of the session of the national people's Congress
(NPC) on March 9, 2018 said that "Bitcoin and other digital currencies enter the market too quickly, and
they are not reliable enough. Their too rapid spread can have a negative impact on consumers. In addition,
they can lead to the most unpredictable consequences in the financial market... Virtual money like bitcoin
is not currently recognized by the People's Bank of China and the banking system as a means of payment
like cash." According to Mr. Zhou Xiaochuan: China is developing a digital currency for electronic
payments, which will be based on existing Chinese banknotes and coins, without changing the position of
the Central Bank and commercial banks in the financial system. The official digital currency in China
"should provide uninterrupted monetary and financial stability and at the same time protect consumers...
We do not want to create products for speculation ... the Illusion of getting rich overnight is not good"
[17].

In the us, in the crypto-currency sector, there is a General unregulation of the industry. Until now, the
fundamental issues of regulation have not been resolved. The launch of the crypto currency platform for
institutional investors Bakkt in January 2019 is delayed, did not receive the necessary permits from the
commodity futures trading Commission (CFTC) . A feature of the launch of this platform is the
availability of permission to use its own infrastructure for storing bit coin assets of its customers. The
irregularity of the situation for resolution to keep the block chain assets disrupted the timing of the launch
[18].

Some of the larger trading exchanges, starting in January 2018 and has launched futures trading of
crypto currencies, but at the same time, the authorities are taking tough measures against some of the
crypto currency exchanges that have committed tax violations.

News reports have a negative impact on bit coin and other altcoins. For example, Google, Facebook,
Twitter refused to publish bit coin in advertising on their fields, which led to a sharp further drop in the
rates of all crypto currencies. Bitcoin fell only in the last day in mid-March by 7% after Google, Twitter
Facebook refused to advertise bit coin. About it reports a source Cointelegraph. Accordingly, the fall in
the bit coin exchange rate affected the fall of the leading altcoins [19].

Risks of cryptocurrency. The cryptocurrency environment, due to its specific functioning (anonymity,
decentralized nature of money issue), carrics great financial risks for potential investors. The main of them
are fraud, theft from accounts of cryptocurrency exchanges, of robbery of individuals, of bankruptcy, as
exchanges, and certain cryptocurrencics. However, the characteristic properties of current
cryptocurrencies, such as volatility and speculative demand, are risky for investors. For example, only "for
the first two months in 2018 it has already been recorded 22 facts of fraud, during this period of time the
attackers stole about $ 1.3 billion, according to the well-known portal Bitcoin.com". Experts believe that if
the crypto-currency community does not provide transparency and a high level of security, by the end of
the year thieves will steal $3.25 billion according to forecasts. No less serious financial risks are issues
related to the primary placement of crypto-coins. According to the data, of all the projects of the primary
placement of coins last year raised $5.2 billion, and only 48% of them were successful [20].

No less great risks are the lack of General principles of regulation by States, which create uncertainty
and manipulation from the outside, which negatively affected the development of the crypto-currency
market during this period.

Conclusions - 1. It should be recognized that a significant gap in the capitalization of the main
currency - bit coin BTC, also altcoins - Ethereum ete, ripple XRP and new coins indicates that the first of
the noted ones still have a higher attractiveness for potential investors.

2. The long-term correction for the depreciation of the majority of crypto currencies, starting from the
second half of January 2018 to the present time, is due to the fact that the crypto currency market was
overbought, strongly depends on speculation, General principles of regulation have not been developed.
Accordingly, this trend will not end soon.
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3. The volatility of crypto currency rates is often associated with any negative news (news from
developed countries in this regard, such as South Korea, China, the United States on the regulation of
digital currencies).

4. It should be noted the direct dependence of the most capitalized altcoins on changes in the bit coin
exchange rate in the conditions of the General correction, its low volatility. In practical terms, a powerful
low-level currency correction becomes necessary for the future growth of prices for crypto currencies.

5. The significant growth and subsequent correction of bit coin to decline showed well that the growth
potential of bit coin is on the verge of exhaustion, until the problems of scaling, the transaction
mechanism, the high cost of withdrawal of Fiat money will not be solved in the near future.

6. The emergence of more advanced characteristics of new altcoins creates prerequisites for their
further growth, it becomes relevant in subsequent years, investments in the most promising altcoins, which
will take into account the shortcomings of the main crypto currency — bit coin, improved characteristics of
use.

Thus, new financial elements such as bit coin and altcoins create new economic relations in the
financial spheres of States. Potential participants of the crypto-currency markets should accumulate
experience, analyze the state of certain crypto-currencies, introduce new altcoins, be aware of the main
news of the crypto-economy of various States and on this basis each participant should develop his own
strategy for participation in the crypto-economy.

The state bodies of the Republic of Kazakhstan should not just decide on the adoption of the state
policy of this new sector of the financial sector, it is necessary to take concrete measures to prepare the
General principles of state regulation based on international experience. The need to address regulatory
issues directly affects the development of civilized methods of development of the crypto currency market
in the country and its integration into the global digital economy, the use of digital currencies, potential
investors, taking into account the strategy of choosing crypto currency assets, risk assessment.

The development of the digital economy, of which the crypto — currency sphere is a part, is an
objective factor, it does not depend on subjectivity, accordingly, it is necessary to develop in all directions
of new technologies in this sphere, so as not to be among the lagging countries. The digital economy
cannot exist without the digital currency, it must be understood, first of all, by the state bodies. Digital
currency brings new content to the essence and functions of money, has a great prospect of development
in a new technological dimension.

A. CemGexon'
1K33T¥TI>IHy0£[aFI>I Kaparauzas! s5xoHOMHUKATBIK YHIHBSPCHTETI, Kaparanas! k., Kazakctan
3AMAHAYH 3KOHOMUKA JAFTBI KPUIITOBAJIIOTA

AnHoTanusi. Makananaa KPHNTOBAMIOTAHBIH SKOHOMHKAIBIK MAa3MYHBI, KaUTATIAHABIPY CYPAKTaphl MCH
WHBECTHIMSUIAY YIIH HeErisri Tamamrap 3eprrenai. Asropmer 2017 xome 2018 sxsmimapmarer 10 ipi
KPHIITOBATIOTANIAPABIH, KAMUTANJAHABIPY JHHAMHKACHIHBIH CAIBICTBIPMAIIBI-CATFACTHIPMANBI TANAAYBI SKYPTi3iiil.
KpunrrosamoTanapaslH Macenenepi, 0J1apabpl EHri3y MEH 3aMaHayH 3KOHOMHKAIA KOJIAAHY KYPACILIIri alfKbIHAAJbIIL,
KPHIITOBATMIOTANBIK HAPBIKTHIH JaMy OapbiChlHA acepi Oap Toyekemaep aHbIKTamapl. JKypriziireH Ttanmay
JKYMBICBIHBIH HETI3IHIC COHKEC KOPBITBIHABLIAP >KacamblHabl. COHmaH-ak, INET elAcpAcTi KPHUITOBAIFOTAIBIK
HAPBIKTBIH AAMy SICTEPIH 3€PTTEY MEMICKETTIK PETTEYiH SKANIBI KAaFMAAJIAPBIH 93ipIey CYpPaKTapbIHAAFBI €H
THIMZI IemmiMACPMEH OafIaHbBICTHI ONAPABIH THKIPHOCCIH KOIJAHY MYMKIHAIT] VIIIH KaXKET CKCHIH aTal 6Ty Kepek.

Tyiiin ce3aep: mUPIBIK 3KOHOMHKA, KANMTAIIAHIBIPY, KPHNTOBAIIOTA, OMTKOWH, KAPJKBUIBIK 3JICMEHTTED,
OTOKYCHH TCXHOIOTHACHL, TPAH3AKIIHAL.

YK 336.7.
A. Cemberon!

1KaparaH;:chmp“l SKOHOMHYCCKHH yHUBEPCHTET KasznoTpebcoro3a,
Kaparanga, Kazaxcran

KPUIITOBAJIIOTA B COBPEMEHHO YKOHOMUKE

AHHOTaHI/Iﬂ. B crartbe HCCICAYIOTCA 3KOHOMHUICCKOC COACPKAHUC KPUIITOBATKOTEI, BOIPOCHI KAIMUTAITA3AINH 1
OCHOBHBIC Tpe60BaHI/I}I AJIA UHBCCTHPOBAHMA ABTOpOM NPOBCACH CpaBHI/ITeJlLHO-COHOCT.’:lBI/ITGJ'ILHBIfI aHaTIHu3
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JUHAMHUKHM Kanuranusaumme 10 kpynaeiimmx kpunroBamor 3a 2017 u 2018 roxsl. BulasneHbl mpoOiaeMsbl
KPHIITOBATIOT, CIOKHOCTH WX BHEJPCHUS M HCIOJB30BAHHA B COBPEMCHHOM SKOHOMHKE, OIPEICIICHBI PHCKH,
HMCIOIIME BIMSHHC HA XOJ PA3BHTHS KPHUITOBAMFOTHOTO PHIHKA. Ha OCHOBAHWYM MPOBEIECHHOTO AHANW3A CICIIAHBI
COOTBETCTBYIOIIME BHIBOABL. CIEIyeT OTMETHTH, UTO W3YUCHHEC METOJOB PA3BHTHS KPHITOBAIIOTHOTO PHIHKA B
3apyOC/KHBIX CTPaHAX HECOOXOAMMO A BO3MOXKHOTO HCIOJB30BAHHSA HX ONBITa ¢ Hamboyee 3(P(CKTHBHBIMH
PEMICHUSIME B BOIIPOCAX MOATOTOBKH OOIIMX MPHHIUIIOB TOCY AAPCTBEHHOTO PETYIHPOBAHHS.

Kmouensie ciioBa: nudpopas IKOHOMHKA, KAITUTAIU3ANNS, KPUITOBATIIOTA, OUTKOMH, (DMHAHCOBBIC 3JICMEHTHI,
TEXHOJIOTHS OJIOKUCHH, TPAH3AKIHA.
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