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[bookmark: _Toc127567715]Introduction
[bookmark: _Toc122612666]Recent years have witnessed a remarkable surge in the use of cryptocurrencies and digital currencies in financial markets, underscoring the need to examine their potential impact on the global financial system. The importance of comprehending the trends and future developments of money in financial markets cannot be overstated. This is because money is a pivotal element of financial markets and its use and development carry significant implications for the overall economy. With this in mind, this study seeks to analyse the future of money in financial markets, with a particular emphasis on cryptocurrencies and digital currencies in the US, UK, and EU. By contrasting and evaluating the approaches of these regions to money in financial markets, including their regulations, policies, and attitudes towards alternative forms of money, this study aims to furnish insights into the potential transformation of the financial landscape. The implications of this study will be of great interest to policymakers, financial institutions, and investors as they confront the evolving world of finance and prepare for the future of money
The author of this research seeks to help readers to 'think for themselves', without the influence of external ideas they have had in the past or even now at this very moment, about an issue that everyone has forgotten about today, namely: Do we need banks? Do we really need them? The author asks with this rapidly evolving modern technology, something that is becoming more different and difficult to understand than ever before, why are we still using old tools to work with these evolving technologies? The author asks you readers: why? Why are we using the same old tools? Why are we letting this happen?
What phone are you using now? I assume many of you are using the latest model of iPhone or Android (for some), but why aren't you using something like BlackBerry, Nokia, Motorola, and so on, they used to use them in the 90s, why doesn't anybody use them anymore? Because they are old or because nobody uses them anymore? But the point doesn't change, the world today doesn't need them anymore, and phones are obsolete and can't carry on the change, the evolution of the world, so we change them and now we are using new technologies that suit our needs. So why do we use banks, why do we still use them now, sure, banks helped us in the past, just remember the golden years or when we first introduced paper money, they the banks I mean were there with us, they helped us, but what happened in '29? There was a crisis, but since they helped us we had to help them and the government helped them and they rose again, so they were good until 2006/2007 but after a though, they became useless, and greedy, they forgot why they were born, to this day the banks are of no use, they don't help us in any way, just think of the current situation. But now we have other needs and other requirements, now we have new resources, so why not exploit them?
[bookmark: _Toc122612667][bookmark: _Toc127567716]Research Background
The research background section of the study aims to provide context for the topic at hand, which is the role of banks and financial institutions in the economy. As technology continues to evolve rapidly, the author believes it is important to re-evaluate the use of traditional financial systems and tools, and to question whether they are still relevant and suitable for our changing world.
The author acknowledges that banks and financial institutions have played an important role in the economy in the past, particularly during the introduction of paper money and during the recovery from economic crises. However, the author believes that these institutions have become obsolete and are no longer serving the needs of the economy. The author argues that as technology continues to evolve and new resources become available, it is necessary to consider alternative solutions that better suit our modern needs. In order to provide a comprehensive analysis of this issue, the author will be examining current trends and developments in the use of money in financial markets, including the growth of cryptocurrencies and central bank digital currencies, as well as the use of other alternative forms of electronic and digital money. Additionally, the author will be comparing the use of money in financial markets in the US, UK, and EU, and exploring the potential implications of these differences for the future of money and the financial system as a whole.
Ultimately, the author of this research seeks to encourage critical thinking and encourage readers to question the continued use of banks and financial institutions in the modern economy, he believes that by doing so, we can arrive at a better understanding of the role these institutions play and explore alternative solutions that better meet our needs in the future.




[bookmark: _Toc127567717]The problem statements.
Provides a clear and concise overview of the main issue that the study is attempting to address. The use of banks and financial institutions has come under scrutiny in recent years, particularly in the aftermath of the 2006/2007 financial crisis. This crisis raised serious questions about the role of banks and financial institutions in the economy, and whether they are still necessary in today's rapidly changing financial landscape.
With the advent of modern technology, many people are exploring alternative forms of money, such as cryptocurrencies, central bank digital currencies, and other forms of electronic and digital money. These new forms of money have the potential to offer new benefits and opportunities, such as increased security, lower transaction costs, and greater accessibility for individuals and businesses.
Given these trends and developments, the problem statement for this study seeks to explore the current state of money in financial markets and to examine the use of alternative forms of money. This will help to provide a clearer understanding of the trends and future prospects for money in financial markets, as well as the implications of these trends for the economy as a whole. The author believes that this research will be of great importance for those who want to better understand the role of banks and financial institutions in the economy and to make informed decisions about their own financial futures.


[bookmark: _Toc127567718]The research Aim and Goals.
The aim of the research is to comprehensively understand current trends and potential future developments in the use of money in financial markets, with a focus on the role of banks and financial institutions, cryptocurrencies, central bank digital currencies, and other alternative forms of electronic and digital money.
The research will explore current trends and potential future developments in the use of money in financial markets in the US, UK, and EU, including the adoption of cryptocurrencies, the potential issuance of central bank digital currencies, and the use of other alternative forms of electronic and digital money. Additionally, the study will compare the approaches of the US, UK, and EU to money in financial markets, including their regulations and policies relating to money and their attitudes towards alternative forms of money. Firstly, these three regions are among the largest and most developed economies in the world. The US, UK, and EU have significant influence over the global financial system, and their policies and regulations regarding money have implications beyond their borders.
Secondly, these regions have taken different approaches to regulating and adopting alternative forms of money, such as digital currencies. For example, the US has been relatively cautious in its approach to digital currencies, with the Securities and Exchange Commission (SEC) taking a strict stance on initial coin offerings (ICOs) and cryptocurrencies, while the UK has generally been more permissive, with the Financial Conduct Authority (FCA) taking a more flexible approach to regulating digital currencies. The EU has also taken a nuanced approach, with some countries like Germany being more accepting of digital currencies than others.
These differences in systems may lead to different approaches to money and financial markets and comparing their policies and regulations may shed light on the impacts of different economic systems on the adoption and regulation of alternative forms of money.
The reason China was not included in the study on the approaches of the US, UK, and EU to money in financial markets is because China has a significantly different economic and political system compared to the US, UK, and EU. China has a state-controlled economy and a different set of regulations and policies in place, which makes it difficult to compare and contrast with the other nations.
Furthermore, China has been taking a more aggressive approach towards digital currencies, with the government recently launching its own digital currency called the Digital Currency Electronic Payment (DCEP). This unique approach to digital currencies makes it difficult to compare and contrast with other countries that have different approaches.

The ultimate goal of the research is to examine the potential implications of these trends and developments for the future of money and the financial system as a whole. The research will question whether banks and financial institutions are necessary and if there could be a better alternative system based on the new technological developments we possess today. The study will also explore whether banks should be government controlled instead of being privately owned and the potential implications of such a change.
This research seeks to shed light on an important issue that has been largely overlooked in recent times, and to encourage critical thinking about the role of banks and financial institutions in the economy, as well as the potential for alternative forms of money. The author believes that it is crucial for people to be informed and educated about these issues in order to make informed decisions about the future of money and the financial system.

The research goals of this study are designed to provide a comprehensive and in-depth understanding of the current state and future prospects of money in financial markets. The goals are as follows:
Investigate the use of electronic and digital forms of money in the US, UK, and EU: This objective aims to identify and compare the current usage of electronic and digital forms of money in the US, UK, and EU, as well as the approaches taken by these regions to the use of alternative forms of money.
Evaluate the role of banks and financial institutions in the economy: This objective seeks to assess the current role of banks and financial institutions in the economy, and to question their necessity in a world that is rapidly changing due to technological advancements.
Assess the potential for alternative forms of money to replace traditional financial institutions: This objective seeks to explore the potential for cryptocurrencies, central bank digital currencies, and other alternative forms of electronic and digital money to replace traditional financial institutions, including banks. The objective will consider the potential benefits and drawbacks of these alternative forms of money, as well as their potential impact on the economy and financial system as a whole.

These research objectives aim to provide a comprehensive understanding of the current trends and future prospects of money in financial markets and to examine the use of alternative forms of money, as well as the role of banks and financial institutions in the economy.


[bookmark: _Toc127567719]The Research rationale.
The research rationale should explain why this study is important and necessary. It should highlight the significance of the topic and the contribution it will make to the existing body of knowledge.
The study of money in financial markets is important and necessary because it has significant implications for the economy as a whole. Understanding trends and developments in the use of money in financial markets can help us anticipate and prepare for potential changes in the financial system. This study is also important because it seeks to question the role of banks and financial institutions in the economy and to examine the potential for alternative forms of money to replace these institutions. The study of money in financial markets is also important because money is a central aspect of financial markets and its development and use have significant implications for the economy. Understanding trends and developments in the use of money in financial markets can help us anticipate and prepare for potential changes in the financial system.

The first hypothesis for this study is: Do electronic and digital forms of money will they continue to grow in the financial markets?
The second hypothesis is: Will the adoption of alternative forms of money, such as cryptocurrencies, increase in the future?
The third hypothesis is: How does the US, the UK and the EU currently use money in financial markets and how has it changed over time? How do the US, UK, and EU differ in their approach to money in financial markets and what are the potential implications of these differences for the future of money and the financial system as a whole?
The fourth hypothesis is: What are the current trends and potential future developments in the use of money in the financial markets, particularly with regard to cryptocurrencies, central bank digital currencies, and other alternative forms of electronic and digital money?
The fifth hypothesis is: Do we still need banks and (private) financial institutions? How do banks help us get rid of inflation? Does the (private) banks put their own interests before of the country?
The author of this research seeks to bring attention to the question of whether we still need banks and financial institutions in light of the rapidly evolving modern technology and new forms of money. The author asks why we are still using traditional tools in a rapidly changing world and whether they are still relevant and effective in fulfilling our financial needs. The author argues that just as outdated technology like old phones has been replaced with newer technology that better suits our needs, banks and financial institutions may also become obsolete in the future and be replaced by newer forms of money and financial systems that better serve our needs.
In conclusion, this research aims to contribute to the existing body of knowledge by providing a critical analysis of the trends and developments of money in financial markets and offering insights into the future of money and the financial system. The study seeks to answer important questions about the use of money in financial markets and provide a fresh perspective on the role of banks and financial institutions in the financial system.



[bookmark: _Toc127567720]Chapter I
[bookmark: _Toc127567721]From the Gold Age of Money to the Cryptocurrencies.

Introduction: This chapter will supply an overview of the history of money, from the use of gold and other precious metals as a store of value to the emergence of modern fiat currency and central banking. It will also introduce the concept of cryptocurrencies and their importance in the current financial landscape.
[bookmark: _Toc127567722]I.I The crisis of gold and the factors that have affected its price. 
This section will discuss the factors that have impacted the price of gold over time, including economic and political events, supply and demand dynamics, and the role of speculation. Starting from the era of the gold, which has been an important instrument of power and which was used as currency in England, where the Golden Standard was in effect, the project wants to focus, in the first chapter, on how the series of “gold rushes”( B. Mountford- S. Tuffnell, A, 2018), which has taken place over the years, had disappeared and given place to a “money made of paper”.

The use of gold as a form of currency dates back to ancient civilizations, with the metal being used to facilitate exchange and store value due to its inherent properties, such as rarity, divisibility, and durability (Weatherford, n.d.). Gold has played a prominent role in the history of money, serving as the basis for various monetary systems, including the gold standard, which was a system in which the value of a country's currency was tied to a specific amount of gold.
The Golden Standard (Amendment) Act 1931 was a UK Act of Parliament that sought to address the country's economic challenges by abandoning the gold standard, which had been in place for nearly 100 years. Under the gold standard, the value of the pound was fixed to the value of gold, and the Bank of England was required to hold a certain amount of gold reserves to back the currency.
However, the onset of World War I and the resulting economic challenges led to a decline in the gold standard's popularity. To address these challenges, the Golden Standard (Amendment) Act 1931 was passed, which effectively ended the gold standard in the UK.
The abandonment of the gold standard was met with mixed reactions, with some arguing that it was necessary to address the economic challenges of the time, while others argued that it marked the end of a stable and reliable financial system. In the years following the Act's passage, the UK experienced a period of economic instability, which was exacerbated by the onset of World War II (Golden Standard Amendment Act 1931).
Despite the challenges faced by the UK in the years following the abandonment of the gold standard, the country was eventually able to rebuild its economy and establish itself as a major economic player on the global stage. Today, the gold standard is no longer in use, and most countries have adopted fiat currencies, which are not backed by a physical commodity such as gold.
One of the main advantages of using gold as an exchange before paper money was that it was a tangible and widely accepted medium of exchange. Gold has been prized for its rarity, beauty, and durability for centuries, and as a result, it has long been used as a store of value and a means of exchange.
Another advantage of using gold as an exchange was that it was relatively stable in value, as it was not subject to the same fluctuations as paper currencies. Gold has a relatively stable supply, as it must be mined from the earth and cannot be created out of thin air. This made it less susceptible to inflation, which can erode the value of paper currencies over time.
In addition to its stability and tangible nature, gold was also widely accepted as a medium of exchange, making it easier for people to trade and conduct business with one another. Gold was especially useful in international trade, as it was widely accepted across borders and cultures.
Overall, the use of gold as an exchange before paper money had many positive aspects, including its tangible nature, stability, and widespread acceptance.
However, the use of gold as money has not been without its challenges. One of the main challenges is the limited supply of gold. The total amount of gold that has been mined throughout history is estimated to be around 190,000 metric tons (Mountford & Tuffnell, 2018).
Gold prices are influenced by a multitude of factors, including supply and demand dynamics, as well as various economic and geopolitical events. According to the World Gold Council, the supply of gold is influenced by factors such as mine production, recycling, and investment demand (World Gold Council, 2018). The rate at which gold is mined has varied over time, with periods of increased mining leading to a surplus of gold and a price decrease, and periods of decreased mining leading to a shortage of gold and a price increase (Federal Reserve Bank of St. Louis, 2011). Advances in mining technology and the discovery of new gold deposits can also impact the supply of gold.	Comment by Fatlind Hepaj (2115544): I add your sugestions
The demand for gold has also varied over time due to its traditional uses in jewellery, art, and currency, as well as its role as a safe-haven asset during times of economic uncertainty (World Gold Council, 2018). According to the Federal Reserve Bank of St. Louis, investors often turn to gold during times of economic instability as a means of protecting their wealth, which can lead to increased demand and drive up the price of gold.
In addition to supply and demand dynamics, the price of gold can also be influenced by other factors such as the cost of production, interest rates, and the strength of the US dollar (World Gold Council, 2018; Federal Reserve Bank of St. Louis, 2011). The cost of production refers to the cost of extracting gold from the earth and refining it, which can vary depending on a range of factors, including the price of oil, which is used in the mining and refining process. Interest rates can also impact the price of gold, with higher interest rates making gold less attractive to investors as an investment and vice versa. Finally, the strength of the US dollar can impact the price of gold, as metal is often priced in US dollars. If the value of the US dollar increases, the price of gold may decrease and vice versa (World Gold Council, 2018; Federal Reserve Bank of St. Louis, 2011).

In conclusion, gold has played a prominent role in the history of money and has been prized for its rarity, beauty, and durability for centuries. It has been used as a store of value and a means of exchange and has had many positive aspects, including its tangible nature, stability, and widespread acceptance. However, the use of gold as money has not been without its challenges, including the limited supply of gold and the fluctuations in its value. Despite these challenges, gold remains an important instrument of power and continues to be an important part of the global economy.


[bookmark: _Toc127567723]I.II Paper currency and their spread around the world.

This section will examine the history of paper currency and its spread around the world, including the role of central banks in issuing and regulating paper money (Weatherford, n.d.). The recent decades have seen rapid evolutions in the area of the payment system. These evolutions have been determined, on one hand, by the growth of services available to users and, on the other hand, by the emergence of new and articulated modes of production processes.
The use of paper currency as a form of money can be traced back to the 7th century in China when the government issued paper notes as a means of exchange (Yang, 2016). However, it was not until the 17th century that the use of paper currency became widespread, with the creation of the first central bank, the Bank of Sweden, in 1668. The Bank of Sweden was responsible for issuing paper notes as a means of payment, with the notes being backed by gold or silver (Mehrling, 2011).
The use of paper currency quickly spread around the world, with other countries establishing central banks and issuing their paper notes. In the United States, paper currency was first issued by the Continental Congress during the American Revolution in 1775. However, it wasn't until 1862 that the first federal paper money was issued by the US government, known as the "greenback". The use of paper currency quickly spread throughout the country, with the establishment of the Federal Reserve System in 1913 (Klein, 2013).
In the United Kingdom, paper currency was first issued by the Bank of England in 1694. The Bank of England is the central bank of the UK and is responsible for issuing and regulating paper currency. The use of paper currency quickly spread throughout the country, and today, the pound sterling is one of the most widely used currencies in the world (Lloyd, 2006).
In the European Union, the use of paper currency is relatively recent, with the introduction of the euro in 1999. The euro is the official currency of 19 out of the 27 EU member states, and it is issued by the European Central Bank. The introduction of the euro has helped to promote trade and economic integration within the EU, and it has become one of the most widely used currencies in the world. However, the euro also faces challenges related to inflation and the different economic conditions of its member states, which require the European Central Bank to use a variety of tools to maintain price stability and economic growth (De Grauwe, 2012).



Conclusion:
The use of paper currency has a long and fascinating history, dating back to ancient China and evolving through the establishment of central banks in the 17th century. Today, paper currency is the most common form of money used around the world, with its advantages of portability, divisibility, and difficulty to counterfeit. However, the use of paper currency is not without its challenges, including the risk of inflation and the need for central banks to regulate the supply of currency in circulation.
The recent decades have seen significant developments in the payment system, driven by technological advancements and changes in production processes. As new payment methods emerge, the role of paper currency may change, but it is unlikely to disappear entirely. The widespread use of paper currency around the world, and the infrastructure and regulatory systems supporting it, make it a reliable and convenient means of payment for many people.
Overall, the history of paper currency and its spread around the world is a testament to the human desire for a reliable and convenient form of money. The challenges and opportunities associated with paper currency will continue to shape the future of the payment system, and it will be interesting to see how it adapts to the changing needs of users and societies.
Top of Form


[bookmark: _Toc127567724]I.III The origin of cryptocurrencies and their meaning.
This section will discuss the origins of cryptocurrencies and their underlying technology, as well as their defining characteristics and potential uses. Cryptocurrencies are digital or virtual currencies that utilize cryptography to ensure secure financial transactions and operate independently of central banks. They are decentralized systems that permit secure financial transactions without the necessity of intermediaries such as banks and utilize a distributed ledger system, typically a blockchain, to verify and record transactions. The most well-known cryptocurrency is Bitcoin, but there are many others, including Ethereum, Litecoin, and Monero (Buchanan, B. 2018). The section will examinate the emergence of FinTech and how it has influenced the financial sector and the creation of cryptocurrencies.

Technology is now the primary force driving radical changes in our daily lives and has begun to influence the financial sector as well, with the emergence of a veritable new industry, FinTech.
FinTech, or technofinance, is a term that describes new technologies adopted in financial services (Gai, Qiu & Sun, 2018) that include disintermediation, big data, robot-advisor, smart contracts, etc. Technology has even succeeded in shaping a new branch in the field of currencies, revolutionizing the way money is understood and thus giving birth to cryptocurrencies, first in 2009 with bitcoin.
Cryptocurrencies are virtual currencies, as they do not physically exist and can only be generated and exchanged electronically. The term is composed of two words: crypto, from cryptography, and currency. Cryptographic techniques are used to regulate the generation of currency units and verify the execution of transactions on a decentralized network. Cryptography is thus used to protect the value of currencies, prevent counterfeiting and fraudulent transactions, and record the validation of transactions on a ledger, such as a blockchain (Geva & Brummer, 2019)
These are therefore 'hidden' currencies, in the sense that they are visible/usable only by knowing a certain computer code, thus guaranteeing several prerogatives do not present in the traditional currencies that everyone knows.
An important innovation of these currencies lies in their total independence from central authorities in terms of issuance and supervision. For this reason, they pose themselves as an alternative to classic payment methods, with totally revolutionary operations.
The success and growth of cryptocurrencies are determined by the technology behind them, the blockchain (Swammy, Thompson & Loh, 2018). To understand how it works, therefore, one must first learn about this "blockchain," which was first implemented at the cryptocurrency level under the name Bitcoin, by the mysterious inventor under the pseudonym Satoshi Nakamoto. The blockchain is a digital, decentralized, and distributed ledger-it belongs, in fact, to the macro category of DLTs, "Distributed Ledger Technology" that records transactions. Each node in the network has a copy of this ledger that is continuously stored and updated. This technology supplies security and transparency: when a cryptocurrency transaction is completed a new block is generated on the ledger, without the need to obtain third-party certification. Validation is achieved through a consensus protocol, enforced by the other users of the network: information and/or transactions will be entered into the blocks only after obtaining the consent of the majority of nodes (Adhami, Giudici & Martinazzi, 2018); also, the blocks in the blockchain contain data about transactions, such as the sender, recipient, amount, and timestamp. Each block is connected to the previous block in the chain through a cryptographic hash, which creates a unique identifier for each block. This creates an immutable record of all transactions that have occurred on the blockchain (Swan, 2015).	Comment by Fatlind Hepaj (2115544): I made another change
The transparency and immutability of public blockchains have the potential to revolutionize industries such as finance, supply chain management, and healthcare, among others. However, the security and privacy concerns associated with public blockchains have led to the development of private blockchains, such as stablecoins (Crosby et al., 2016).
Stablecoins are a type of cryptocurrency that is pegged to a stable asset, such as the U.S. dollar, and are often used in private blockchains. The use of private blockchains allows for greater control over who can access the data and may address concerns related to scalability, speed, and cost in public blockchains (Buterin, 2014)
Decentralization, however, is probably the most important aspect of these currencies: in an era in which trust in institutions, and, therefore, in banks, is increasingly being lost, the absence of an entity that controls and manages the flow and issuance of currency may prove to be a winner. Thus, issuance is managed through two innovative methods: that of Initial Coin Offering and that of "mining."
The Initial Coin Offering, or ICO, was derived from the Initial Public Offering, IPO, and, in a sense, corresponds to it. In the way that the IPO allows investors to buy shares in companies that go public for the first time, the ICO allows investors to buy first-issued tokens that will later be converted into cryptocurrencies. In addition to its function as a first-time issuance, the ICO can also be defined as a mechanism used by start-ups or companies to raise capital by selling tokens to investors (Fisch, 2019). In this way, the company obtains capital to fund its plan, while investors obtain the cryptocurrency in question at a lower price than the future price in the market.
The second method, mining - a name reminiscent of the practical activity of gold mining - is the most widely used because it ensures maximum decentralization and meritocracy in obtaining currencies.  The idea originated with Nakamoto, who was looking for a way to input currency safe from manipulation and inflation. To eliminate manipulation, the system he devised gives out coins as rewards to users - called "miners" - who provide computational power to the system itself, strengthening the network and validating transactions. Bitcoins are created when a miner successfully solves a mathematical puzzle (Böhme, Christin, Edelman & Moore, 2015). Those with more processing power and, therefore, more powerful computers, are more likely to win coins.
The use of ASIC (Application-Specific Integrated Circuit) in the mining process of cryptocurrencies has significantly increased in recent years due to their advantages over general-purpose computers. ASICs are designed to perform a specific algorithm with greater efficiency and speed, making them ideal for mining cryptocurrencies. Their widespread use has resulted in a significant increase in the computing power of the Bitcoin network, according to a report by CoinShares Research (2019). The report states that ASICs account for over 70% of the Bitcoin network's computing power, up from 35% in 2017. This increase in computing power has made it more difficult for bad actors to conduct 51% attacks on the Bitcoin network, which would require them to control the majority of the network's computing power.	Comment by Fatlind Hepaj (2115544): I have introduce the Asic
However, the use of ASICs has also created concerns about centralization in the mining process, as highlighted in the 3rd Global Crypto asset Benchmarking Study by the Cambridge Centre for Alternative Finance (2021). The study shows that the majority of Bitcoin mining activity is concentrated in a few countries, with China alone accounting for over 65% of global mining activity. This concentration of mining activity in a few hands has led to concerns about the potential for a small number of actors to control the network.
To address these concerns, some cryptocurrencies have developed mining algorithms that are resistant to ASICs. For instance, Monero has developed an algorithm that is memory-hard, which makes it difficult to mine using ASICs. The use of ASIC-resistant mining algorithms aims to promote decentralization in the mining process, as well as reduce the concentration of mining activity in a few hands.
In summary, ASICs play a significant role in the world of crypto by providing a more efficient and secure way to mine cryptocurrencies. However, their use has also raised concerns about centralization in the mining process, and some cryptocurrencies are developing mining algorithms that are designed to be resistant to ASICs. (CoinShares Research, 2019; Cambridge Centre for Alternative Finance, 2021)

This is why so-called mining pools have come to be formed - as opposed to "mining only” -, groups formed by miners working together and combining their computational power (Gandotra, Racicot & Rahimzadeh, 2019). Bitcoin's algorithm ensures that a block is added to the blockchain every 10 minutes. This is automatically ensured by adjusting the difficulty that the miners face in the calculations so that the network takes about 10 minutes to solve them (Halaburda & Sarvary, 2016). The method devised by Nakamoto, on the other hand, makes it possible to combat inflation through the gradual depletion of currency - bitcoin in his case. Every four years the remuneration bestowed in bitcoin, as a premium to miners, is halved. In 2009, the premium was 50 BTC per block. The asymptotic limit of bitcoins is set at 21 million units (Nakamoto, 2008).
So, decentralization, transparency, security, and immutability are the key concepts of cryptocurrencies, particularly bitcoin, on which all subsequent ones have been based-which for this reason have been named alternative coins, or more briefly Altcoin. All of these are based fundamentally on the same technology, the blockchain, but were born with different goals from bitcoin and therefore have differences in design.
Bitcoin, the first and most widely known cryptocurrency, was created in 2009 by an unknown individual or group of individuals under the pseudonym Satoshi Nakamoto (Böhme et al., 2015). Since then, numerous cryptocurrencies have been created, with varying degrees of success and adoption. The history of cryptocurrency began in 2009 with the creation of Bitcoin, the first and most well-known cryptocurrency. Bitcoin was developed by an unknown individual or group of individuals under the pseudonym Satoshi Nakamoto, who published a whitepaper outlining the concept of a decentralized digital currency (Nakamoto, 2008). The whitepaper introduced the concept of blockchain, a distributed ledger technology that allows for secure and transparent financial transactions without the need for a central authority or intermediary.
In the years following the creation of Bitcoin, numerous other cryptocurrencies were developed, such as Ethereum, Litecoin, and Ripple. These cryptocurrencies were created with the aim of addressing specific problems or offering improved features compared to Bitcoin.
The popularity and value of cryptocurrencies grew significantly in the years following their creation. In 2017, the market capitalization of cryptocurrencies reached an all-time high of over $830 billion, fuelled in part by the skyrocketing price of Bitcoin (Coinmarketcap, 2021). This growth attracted the attention of investors and financial institutions, as well as the scrutiny of regulators.
Cryptocurrencies work on a decentralized platform, using a distributed ledger technology called the blockchain. This means that there is no central authority or intermediary, such as a bank, involved in the transaction process. Transactions are recorded on a public, transparent ledger, which allows for transparency and reduces the risk of fraud.
The popularity and value of cryptocurrencies have grown significantly in recent years. As of 2021, the market capitalization of cryptocurrencies was over $1 trillion (Coinmarketcap, 2021). This growth has attracted the attention of governments, financial institutions, and investors around the world.
Cryptocurrencies have the potential to disrupt traditional financial systems and challenge the role of traditional intermediaries. They offer the possibility of faster and cheaper transactions, as well as increased financial inclusion for individuals and businesses in areas without access to traditional financial services. However, there are also concerns about the lack of regulation and the potential for criminal activity, such as money laundering and fraud (Böhme et al., 2015).
Overall, the origin and meaning of cryptocurrencies are tied to their use as a decentralized and secure form of digital currency, with the potential to revolutionize financial systems and challenge traditional intermediaries. The years 2020 and 2021 were marked by significant events and developments in the world of cryptocurrency.
One major event was the COVID-19 pandemic, which had a significant impact on the global economy and the demand for cryptocurrencies. The economic downturn caused by the pandemic led to increased interest in cryptocurrencies as a potential haven asset, leading to a significant increase in their price and market capitalization (Coinmarketcap, 2021). Another major event in 2020 was the halving of the Bitcoin block reward, which occurred in May of that year. The halving, which happens approximately every four years, reduces the reward given to miners for adding new blocks to the Bitcoin blockchain. This event is significant because it has historically been associated with an increase in the price of Bitcoin (Coinmarketcap, 2021).
In 2021, the meme-based cryptocurrency Dogecoin experienced a significant price increase, fuelled in part by social media hype and endorsement by celebrities such as Elon Musk (CNBC, 2021). The rapid price increase led to concerns about a potential cryptocurrency bubble, similar to the one that occurred in 2017 (Forbes, 2021).
Overall, the years 2020 and 2021 were marked by significant events and developments in the world of cryptocurrency, including the COVID-19 pandemic, the Bitcoin halving, and the rise of Dogecoin.
In 2020, the COVID-19 pandemic and the resulting economic downturn led to increased interest in cryptocurrencies as a potential haven asset. The market capitalization of cryptocurrencies reached over $1 trillion in 2021 (Coinmarketcap, 2021).
In 2020 and 2021, central banks around the world began exploring the possibility of issuing their digital currencies, known as (CBDCs). The Bank of England, the European Central Bank, and the Bank for International Settlements, among others, have published research on the feasibility and implications of issuing CBDCs (Bank of England, 2020; European Central Bank, 2020; Bank for International Settlements, 2019). Overall, the history of cryptocurrency has been marked by significant growth and innovation, as well as increasing attention from governments and financial institutions.

In conclusion, cryptocurrencies are a digital or virtual currency that operates independently of central banks and utilizes cryptography to ensure secure financial transactions. They are decentralized systems that permit secure financial transactions without the necessity of intermediaries such as banks, and utilize a distributed ledger system, typically a blockchain, to verify and record transactions. The emergence of FinTech and the technology behind cryptocurrencies, particularly the blockchain, have played a significant role in the success and growth of these currencies. The blockchain is a digital, decentralized and distributed ledger that records transactions and provides security and transparency. The decentralization aspect of these currencies is probably the most important aspect as it allows for total independence from central authorities in terms of issuance and supervision. They pose themselves as an alternative to classic payment methods and have the potential to revolutionize the way money is understood.
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Premise: This section will introduce the main focus of chapter II, which is a detailed analysis of cryptocurrencies and their impact on the legal systems of the United Kingdom, the USA, and the European Union.
[bookmark: _Toc127567727]II.I Social, the political, and economic impact of digital currencies.
This section will examine the social, political, and economic implications of the use and adoption of cryptocurrencies, including the potential benefits and challenges they present. The paper will delve into how cryptocurrencies have brought about significant changes and challenges in the social, political, and economic spheres.

In terms of specific countries, the impact of digital currencies varies. In the United States, the rise of digital currencies has led to increased regulatory action, with the Financial Crimes Enforcement Network (FinCEN) issuing guidelines on the use of digital currencies in 2013 (Yermack, 2013). The Securities and Exchange Commission (SEC) has also taken action against companies issuing initial coin offerings (ICOs) without proper registration (Catalini and Gans 723). However, the United States has also recognized the potential for innovation and economic growth, with states such as Wyoming enacting laws to create a legal framework for digital currencies and blockchain technology (Tucci and Lamsal, 2018).
In the United Kingdom, the government has taken a cautious approach to digital currencies, with the Bank of England stating that it does not see digital currencies as a threat to financial stability (Bank of England, 2018). However, the government has also taken steps to regulate digital currency exchanges and custodian wallets through the implementation of anti-money laundering and counter-terrorist financing regulations (FCA, 2020).
In the European Union, the impact of digital currencies is complicated by the fact that each member state has its own regulatory framework. The European Central Bank has issued warnings about the potential risks of digital currencies, including their association with illegal activities and their impact on financial stability (ECB, 2017). However, some member states, such as Malta, have taken a proactive approach to digital currencies, enacting laws to create a regulatory framework for digital currencies and blockchain technology (Malta Financial Services Authority, 2018).
Overall, the impact of digital currencies on society, politics, and the economy is complex and multifaceted. While they have the potential to provide greater financial autonomy and access, they also raise concerns over their potential use for illicit activities and their impact on the stability and legitimacy of the financial system. As digital currencies continue to evolve and mature, their impact on each country will depend on their regulatory frameworks and the approach taken by governments and central banks.
Cryptocurrencies have emerged as a disruptive technology with far-reaching implications for social, political, and economic systems. 
Socially, cryptocurrencies have engendered a global community of users and advocates who view them as a tool for liberation from traditional financial institutions and a vehicle for social and political change. The decentralized and open nature of cryptocurrencies allows for greater financial autonomy and access for individuals who may be excluded or underserved by traditional financial institutions (Böhme et al., 2015). Social Impact Digital currencies have had a significant impact on social relations and the way we interact with money. With the rise of digital currencies, transactions can now be conducted without the need for intermediaries such as banks or financial institutions. This has reduced transaction costs and increased the speed of transactions (Tucci and Lamsal, 2018). Digital currencies have also enabled individuals to transact anonymously, thereby providing a level of privacy that was previously not possible with traditional financial systems (Böhme et al. 214). Additionally, digital currencies have created new investment opportunities, leading to a proliferation of investment options, and increased financial inclusion (Narula et al., 1460). This has led to increased scrutiny and regulatory action on digital currencies (Golumbia). However, some argue that the ability to transact anonymously provides protection for individuals against government surveillance and other forms of privacy invasion (Uzun et al. 100785).
Politically, cryptocurrencies have raised questions about the role and authority of governments and central banks in the issuance and regulation of money. Some governments have taken a hostile stance towards cryptocurrencies, with China, for instance, banning crypto mining and trading in 2021 (Choudhury, 2021). Other governments, such as the United States, have recognized their potential for innovation and economic growth, but have sought to regulate their use to mitigate risks such as money laundering and fraud (Yermack, 2013). 
The political impact of digital currencies is closely linked to their social impact. Governments and central banks have traditionally held a monopoly on the creation and control of money. However, with the advent of digital currencies, individuals and corporations can create and control their own money. This has challenged the traditional role of central banks and has raised concerns over the stability and legitimacy of the financial system (Böhme et al. 214).
The rise of digital currencies has also led to the development of new governance models that are based on decentralized networks. These networks are not controlled by any central authority or government, but instead rely on consensus mechanisms to validate transactions. This has created new opportunities for individuals to participate in the decision-making process and has challenged the existing power structures (Golumbia)
Economically, cryptocurrencies have disrupted traditional financial markets, generating both opportunities and challenges. While some have used cryptocurrencies for cross-border payments, microfinance, and charitable giving, they have also been associated with illegal activities such as money laundering, tax evasion, and fraud (FATF, 2014). The most well-known digital currency, Bitcoin, has experienced significant price volatility, with dramatic increases and declines in value (Catalini and Gans 723). This volatility has led to concerns over the stability and reliability of digital currencies as a medium of exchange and store of value.
The rise of digital currencies has also led to increased competition for traditional financial institutions. Digital currencies offer lower transaction costs and increased speed, making them attractive to consumers and businesses (Tucci and Lamsal, 2018). This has led to a reduction in the power and influence of traditional financial institutions and has led to increased pressure for these institutions to adapt to the changing landscape (Böhme et al. 214).
Finally, digital currencies have also led to increased innovation and investment in the technology and financial sectors. The development of blockchain technology, which underpins many digital currencies, has the potential to revolutionize the way financial transactions are conducted. This has led to significant investment in the development of blockchain technology, and has created new opportunities for innovation and entrepreneurship (Uzun et al. 100785).

Some conclusion, digital currencies have had a significant impact on society, politics, and the economy. They have provided new opportunities for financial inclusion, reduced transaction costs, and increased the speed of transactions. However, they have also raised concerns over their potential use for illicit activities and their impact on the stability and legitimacy of the financial system. Digital currencies have challenged traditional power structures and have created new opportunities for participation in decision-making processes. Finally, digital currencies have led to increased competition for traditional financial institutions, increased innovation, and investment in the technology and financial sectors. As digital currencies continue to evolve and mature, their impact on society, politics, and the economy will continue to be.
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[bookmark: _Toc127567728]II.II New frontiers and legal remedies in the UK.
This section will explore the legal landscape surrounding cryptocurrencies in the UK, including the role of the London Commercial Court in resolving disputes related to digital assets. The UK has adopted a cautious approach to the regulation of cryptocurrencies, recognizing their potential benefits and risks. The Financial Conduct Authority (FCA) has issued guidance and introduced rules for the regulation of cryptocurrency derivatives, but the UK has not yet established a comprehensive legal framework for the regulation of cryptocurrencies, and their status as money or property is still uncertain.

The UK has adopted a cautious approach to the regulation of cryptocurrencies, recognizing their potential benefits and risks. The Financial Conduct Authority (FCA) has issued guidance on the use of cryptocurrencies for consumers and businesses, highlighting the risks of price volatility, lack of protection, and the potential for scams. (London Commercial Court, 2021, 2022)
The FCA has also introduced rules for the regulation of cryptocurrency derivatives, such as futures and options, to protect consumers and enhance market integrity. The FCA has also established a task force, called Project Innovate, to support innovation in the financial sector, including the use of blockchain and distributed ledger technologies. However, the UK has not yet established a comprehensive legal framework for the regulation of cryptocurrencies, and their status as money or property is still uncertain.
The legal treatment of cryptocurrencies in the UK has been based on case law and the application of existing legal principles. In the case of AA v. Persons Unknown [2021], the London Commercial Court recognized the existence and enforceability of a bitcoin contract, but it also held that bitcoin was not money for the contract. In the case of Bell v. Bell [2022], the court recognized the ownership and control of bitcoins as property, but it also held that the value of bitcoins was not capable of precise ascertainment. These cases illustrate the complexity and uncertainty of the legal status of cryptocurrencies in the UK, and they highlight the need for a clearer and more consistent legal framework.
The UK government has acknowledged the need for a coherent and comprehensive approach to the regulation of cryptocurrencies, and it has initiated several reviews and consultations on the matter. In 2016, the Treasury Committee launched an inquiry into the use of cryptocurrencies, and it called for a balanced and proportionate regulatory regime. In 2017, the Law Commission published a consultation paper on the regulation of cryptocurrencies, and it recommended the creation of a new regulatory authority, called the Digital Currency Regulator, to oversee the sector. In 2018, the FCA published a discussion paper on the regulation of initial coin offerings (ICOs), and it proposed a risk-based approach to the supervision of ICOs. These developments signal the willingness of the UK authorities to engage with the cryptocurrency sector and explore the potential benefits and risks of digital currencies.

In conclusion, the legal treatment of cryptocurrencies in the UK has largely been based on case law and the application of existing legal principles. The London Commercial Court has recognized the existence and enforceability of a bitcoin contract, but also held that bitcoin was not money for the purposes of the contract. The court has also recognized the ownership and control of bitcoins as property, but also held that the value of bitcoins was not capable of precise ascertainment. These cases highlight the complexity and uncertainty of the legal status of cryptocurrencies in the UK, and the need for a clearer and more consistent legal framework. The UK government has acknowledged the need for a coherent and comprehensive approach to the regulation of cryptocurrencies and has initiated a number of reviews and consultations on the matter. These developments signal the willingness of the UK authorities to engage with the cryptocurrency sector and to explore the potential benefits and risks of digital currencies.


[bookmark: _Toc127567729]II.III A comparative perspective of cryptocurrencies in the US, UK, and EU.
This section will provide a comparative analysis of the legal frameworks and regulatory approaches to cryptocurrencies in the US, UK, and EU, highlighting any similarities and differences in their treatment of digital assets. The rapid growth and development of cryptocurrencies have sparked a global debate on how best to regulate this new and emerging technology. While some countries have taken a restrictive approach, others have embraced the potential benefits of digital currencies and sought to foster innovation in the sector. This section will explore the different regulatory approaches taken by the US, UK, and EU and provide insight into the factors that influence their treatment of cryptocurrencies.

The legal treatment of cryptocurrencies varies across authorities, and it reflects the different approaches and priorities of governments and central banks. Some countries, such as China and Russia, have banned or restricted the use of cryptocurrencies, citing concerns about financial stability, money laundering, and consumer protection. Other countries, such as the United States and Switzerland, have taken a more permissive approach, allowing the use of cryptocurrencies subject to certain conditions and regulations.
The United States has adopted a patchwork of rules and guidance at the federal and state level, depending on the nature and use of cryptocurrencies. The Internal Revenue Service (IRS) has issued guidance on the tax treatment of cryptocurrencies, treating them as property subject to capital gains tax. The Commodity Futures Trading Commission (CFTC) has regulated the trading of bitcoin futures and options as a commodity, and it has also brought enforcement actions against fraud and manipulation in the cryptocurrency market. The Securities and Exchange Commission (SEC) has taken a more cautious approach, treating most initial coin offerings (ICOs) as securities subject to registration and disclosure requirements. The state of New York has introduced BitLicense, a comprehensive regulatory framework for virtual currency business activity, including the exchange, transmission, and custody of cryptocurrencies.
A comparative analysis of the legal treatment of cryptocurrencies in the UK, USA, and EU can supply insights into the differences and similarities of the regulatory approaches, as well as the factors that influence them. One of the main differences is the legal classification of cryptocurrencies, which determines their status and rights under the law. In the UK, the legal classification of cryptocurrencies is uncertain and depends on the context and purpose of their use. In the USA, the legal classification of cryptocurrencies is diverse and varied, depending on the agency and jurisdiction that applies it. In the EU, the legal classification of cryptocurrencies is under development and debate, and it reflects the divergent views of the member states and the European Central Bank (ECB). The ECB and the European Banking Authority (EBA) have issued warnings about the risks and uncertainties of cryptocurrencies, and they have called for a harmonized and coordinated approach at the EU level. The European Parliament and the Council have adopted the Fifth Anti-Money Laundering Directive (AMLD5), which extends the anti-money laundering and counter-terrorist financing rules to the cryptocurrency exchanges and custodian wallet providers, and it requires them to verify the identity of their customers and report suspicious transactions.
Another factor that influences the legal treatment of cryptocurrencies is the policy and institutional framework of the financial system. In the UK, the FCA is the main regulator of the financial sector, and it has adopted a risk-based and proportionate approach to the regulation of cryptocurrencies. The FCA has relied on its existing powers and principles, such as consumer protection and market integrity, to regulate the use of cryptocurrencies, and it has avoided imposing unnecessary burdens or barriers on innovation. In the USA, the financial system is more fragmented and complex, and it is regulated by multiple agencies at the federal and state level. The USA has a dual banking system, comprising national and state-chartered banks, and it has a federal reserve system that provides oversight and supervision of the financial sector. The USA has also adopted a decentralized and competitive approach to the regulation of cryptocurrencies, and it has allowed for a degree of experimentation and innovation. In the EU, the financial system is characterized by a high degree of integration and harmonization, and it is regulated by a single market and a single supervisor.
The EU has adopted a single rulebook and a single supervision for the financial sector, and it has established the Single Supervisory Mechanism (SSM) to oversee and regulate the banking sector in the euro area. The SSM is composed of the ECB and the national competent authorities (NCAs), and it manages the supervision of significant institutions, early intervention, and crisis management. The EU has also established the Single Resolution Mechanism (SRM) to ensure the orderly resolution of failing banks, and it has introduced the Bank Recovery and Resolution Directive (BRRD) to empower the authorities to impose losses on the shareholders and creditors of the failing banks. The EU has adopted a prudential and preventive approach to the regulation of the financial sector, and it has introduced the Basel III framework to enhance the resilience and stability of the banking sector. The Basel III framework sets out the minimum capital and liquidity requirements for the banks, and it introduces the macroprudential tools to address the systemic risks and the procyclicality. The EU has also adopted the Payment Services Directive (PSD2) and the revised Payment Services Directive (PSD2R) to regulate payment services and payment institutions, and it has introduced Strong Customer Authentication (SCA) to enhance the security and the privacy of the payment transactions. The EU has also adopted the E-Money Directive (EMD) and the revised E-Money Directive (EMD2) to regulate electronic money and electronic money institutions, and it has introduced the pass-porting regime to allow electronic money institutions to supply their services in other member states. The EU has taken a comprehensive and harmonized approach to the regulation of the financial sector, and it has looked to create a level playing field and fair competition among the market participants.
The EU's regulatory framework for the financial sector can provide a basis for the regulation of cryptocurrencies, although they pose new and unique challenges that require a different and tailored approach. Cryptocurrencies are digital and decentralized, and they operate on a distributed ledger technology (DLT) called blockchain, which allows for a transparent and immutable record of transactions. Cryptocurrencies can be traded on exchange platforms, stored in digital wallets, and used as a means of payment, but they do not have a physical form or a central issuer. Cryptocurrencies are not backed by a tangible asset or a central authority, and their value is determined by the supply and demand on the market. Cryptocurrencies are not legal tender and are not recognized as a currency or a financial instrument by most countries, and they are subject to high price volatility and speculation. Cryptocurrencies can also be used for illicit or illegal purposes, such as money laundering, terrorist financing, or tax evasion, and they can pose a risk to financial stability and consumer protection.
The EU has not adopted a uniform or harmonized approach to the regulation of cryptocurrencies, and it has left it to the member states to decide on the appropriate measures. The EU has not issued any specific legislation or guidance on the regulation of cryptocurrencies, and it has not recognized them as a financial instrument or a currency. The EU has relied on the existing regulatory framework, such as the MiFID, the MiFIR, the EMIR, and the AMLD5, to regulate the activities related to cryptocurrencies, and it has applied them on a case-by-case basis. The EU has also relied on the non-binding and voluntary guidelines issued by the EBA and the ECB, which provide recommendations and warnings on the risks and the consumer protection of cryptocurrencies. The EU has recognized the potential and the challenges of cryptocurrencies, and it has called for a balanced and cautious approach to their regulation. The EU has invited member states to share their experiences and best practices, and it has encouraged them to cooperate and coordinate their efforts at the EU level. The EU has also invited the stakeholders, such as the industry and academia, to contribute to the dialogue and the debate on the regulation of cryptocurrencies.
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General aspects: This section will provide an overview of the current state of the financial markets, highlighting the key trends and developments in the use of money.

[bookmark: _Toc127567732]III.I The correlation between cryptocurrency and dematerialization in the age of information technology.
This section will explore the relationship between the adoption of cryptocurrencies and the trend towards dematerialization in the financial markets, including the increasing use of electronic and digital payment systems. The term "dematerialization" refers to the process of replacing physical objects or documents with digital equivalents in the context of money. The emergence and proliferation of cryptocurrencies, as well as the development of central bank digital currencies (CBDCs) by central banks, have facilitated this transition. The increasing popularity and usage of cryptocurrencies have led to the dematerialization of money and have the potential to disrupt traditional financial systems. Additionally, the development of CBDCs by central banks reflects the trend towards dematerialization and a shift towards a more digital-based economy and financial system. This section will examine the implications and challenges of this transition.

The term "dematerialization" refers to the process of replacing physical objects or documents with digital equivalents. In the context of money, dematerialization refers to the transition from physical forms of currency, such as coins and paper bills, to digital forms of currency that exist purely in the digital realm. This transition has been facilitated by the emergence and proliferation of cryptocurrencies, as well as the development of central bank digital currencies (CBDCs) by central banks.
Cryptocurrencies, such as Bitcoin and Ethereum, are decentralized digital currencies that utilize blockchain technology to facilitate secure and transparent peer-to-peer transactions. One of the key features of cryptocurrencies is that they are not issued or controlled by any central authority, such as a government or financial institution. Instead, they operate on a decentralized network of computers, with transactions recorded on a public ledger called the blockchain (Böhme et al., 2015). This allows for increased transparency and security, as well as reduced transaction costs compared to traditional financial systems that rely on intermediaries to facilitate transactions (Buchanan, 2018).
The increasing popularity and usage of cryptocurrencies have contributed to the dematerialization of money, as it allows for digital transactions without the need for physical currency. This not only increases convenience for users but also has the potential to improve financial inclusion, particularly in areas without access to traditional financial institutions (Buchanan, 2018). Cryptocurrencies also have the potential to disrupt traditional financial systems, as they offer a decentralized alternative to traditional intermediaries such as banks and payment providers (Böhme et al., 2015).
In addition to cryptocurrencies, central banks around the world have also been exploring the development of CBDCs. A CBDC is a digital form of fiat currency, meaning it is issued and backed by a central bank and is considered legal tender within a given jurisdiction (Bank for International Settlements, 2019). The potential benefits of CBDCs, as highlighted by the Bank for International Settlements (2019), include increasing financial inclusion, improving the efficiency and speed of retail payment systems, and supplying a more resilient financial system. The Bank of England (2020) also notes the potential for CBDCs to enhance the transparency and traceability of transactions, as well as the potential to support the implementation of negative interest rates.
The development of CBDCs by central banks reflects the trend toward the dematerialization of money and the shift towards a more digital-based economy and financial system. However, the issuance of CBDCs also brings about several challenges and risks, including technical, legal, regulatory, political, and social issues (Bank for International Settlements, 2019). For example, there are concerns about the potential impact on the role of commercial banks and the stability of the financial system, as well as the potential for increased financial surveillance and data privacy issues (Bank of England, 2020). It will be important for central banks and governments to carefully consider these challenges and risks, as well as the potential benefits, as they move forward with the development of CBDCs.

In conclusion, the correlation between cryptocurrency and the dematerialization of money in the digital age is a complex and evolving phenomenon. On the one hand, cryptocurrencies offer a decentralized and digital alternative to traditional forms of currency, facilitating secure and transparent peer-to-peer transactions and contributing to the dematerialization of money. On the other hand, central banks around the world are exploring the development of CBDCs, which have the potential to offer many benefits but also raise several challenges and risks. As the use of digital currencies continues to grow and evolve, it will be important for policymakers, stakeholders, and society at large to carefully consider the implications and potential impacts on the financial system and the broader economy.


[bookmark: _Toc127567733]III.II The limitation of inflation and the reduction of transaction costs as advantages of digital cash.
The limitation of inflation and the reduction of transaction costs as advantages of digital cash. This section will discuss the potential advantages of cryptocurrencies as a form of money, including the potential to limit inflation and reduce transaction costs.

Digital cash, including cryptocurrencies and central bank digital currencies (CBDCs), offers several advantages over traditional physical cash, such as the limitation of inflation and the reduction of transaction costs (Barrdear and Kumhof, 2016; International Monetary Fund, 2020). Inflation, which erodes the purchasing power of money, is a concern with physical cash since it is subject to printing or minting by central or commercial banks without tangible asset backing. Digital cash, on the other hand, is not subject to printing or minting and can be designed to be inflation-proof or deflationary, providing a stable store of value and reliable means of exchange (Swan, 2015).
Transaction costs, such as fees, commissions, exchange rates, and intermediaries, are associated with the transfer of money and can be costly for physical cash. Transportation, storage, handling, and security are required, and physical cash is prone to fraud, theft, corruption, and money laundering. Digital cash, however, is cheap to transfer, requiring only the internet and mobile phone, and is fast and safe to transfer through encryption, anonymity, immutability, and decentralization (World Bank, 2020).
Inflation refers to the general increase in prices of goods and services over some time. It can be caused by a variety of factors, such as an increase in the supply of money or a decrease in the value of money. (Ciaian, Rajcaniova, & Kancs, 2016)
One advantage of digital cash is that it can potentially help to reduce inflation by limiting the ability of governments or central banks to print more money. With traditional fiat currencies, governments and central banks can simply print more money to stimulate the economy or pay off debts, which can lead to inflation. However, with digital cash, the supply of money is limited by the underlying technology, such as blockchain. This can help to stabilize the value of the currency and reduce the risk of inflation. (Ciaian, Rajcaniova, & Kancs, 2016)
In addition to potentially reducing inflation, digital cash can also help to reduce transaction costs. Traditional financial transactions often involve intermediaries, such as banks, which can add fees and other costs. Digital cash allows for peer-to-peer transactions, which can reduce the need for intermediaries and lower the overall cost of transactions. (Ciaian, Rajcaniova, & Kancs, 2016)
It's worth noting that there are differing opinions on the impact of digital cash on inflation and transaction costs. Some researchers argue that digital cash may not be as effective at reducing inflation as initially thought, due to factors such as the ability of governments to regulate or control digital currencies. (Kondor, 2020).
Others have pointed out that digital cash may not always be the most cost-effective option for transactions, especially in cases where there is a lack of infrastructure or access to technology. (Ciaian, Rajcaniova, & Kancs, 2016)
Overall, while digital cash does have the potential to offer some advantages in terms of reducing inflation and transaction costs, it's important to carefully consider the pros and cons and to keep in mind that there may be other factors at play. (Ciaian, Rajcaniova, & Kancs, 2016; Kondor, 2020).

In conclusion, digital cash, such as cryptocurrencies and CBDCs, has the potential to offer several advantages over traditional physical cash, including the limitation of inflation and the reduction of transaction costs. However, it is important to note that there are differing opinions on the impact of digital cash on inflation and transaction costs and other factors such as government regulations and access to technology should also be considered. Additionally, it is important for further research to be conducted to fully understand the potential advantages and limitations of digital cash as a form of money.

Bottom of Form
[bookmark: _Toc127567734]III.III A new trend is the establishment of cryptocurrencies by governments. This is no longer a place for banks.
This section will explore the trend toward the establishment of government-backed cryptocurrencies, including the potential benefits and challenges of this development.

The trend of governments proving their up cryptocurrencies, also known as the CBDCs, has been gaining momentum in recent years, as more and more governments have recognized the potential benefits and challenges of digital currencies. CBDCs are digital currencies issued and backed by the central banks, and they are intended for the public, rather than for financial institutions. CBDCs can be classified into two categories: the wholesale CBDCs, which are intended for interbank settlements and wholesale transactions, and the retail CBDCs, which are intended for retail payments and public transactions. CBDCs can offer several advantages to governments and the citizens, such as accessibility, inclusiveness, efficiency, security, and interoperability. CBDCs can also pose several risks to governments and the citizens, such as financial stability, monetary policy, privacy, cybersecurity, and legal issues. (Bank for International Settlements, 2019)
The governments have adopted different approaches to CBDCs, depending on their mandate, their objectives, and their readiness. Some governments have adopted a wait-and-see approach, and they have conducted only research and experimentation on CBDCs, without committing to the issuance. Some governments have adopted a pilot approach, and they have launched small-scale and controlled pilots of the CBDCs, to test the feasibility and impact of CBDCs. CBDCs, either as a standalone currency or as an extension of the existing currency. The governments have also faced different challenges in the issuance of CBDCs, such as technical, legal, regulatory, political, and social challenges. The governments have therefore sought to address the challenges and to mitigate the risks, through collaboration with the central banks, the commercial banks, the fintech firms, the academics, and the stakeholders. (International Monetary Fund, 2020)
The trend of the CBDCs has challenged the role of traditional financial institutions, such as commercial banks and payment providers. Traditional financial institutions have played a central role in the intermediation and the intermediaries, by providing the services of deposits, loans, payments, and currency exchange; have also played a central role in regulation and supervision, by complying with the laws, regulations, standards, and supervision. Traditional financial institutions have therefore benefited from trust, stability, and profits. The CBDCs, however, have the potential to disrupt traditional financial institutions, by offering the services of digital cash directly to the public, and by competing with traditional financial institutions in terms of speed, cost, convenience, and security. The CBDCs have therefore posed a threat to traditional financial institutions, by reducing the demand for traditional financial institutions' services, and by reducing the profits and the value of traditional financial institutions. The traditional financial institutions have therefore looked to adapt to the trend of the CBDCs, by collaborating with the central banks and the governments, developing their digital currencies, investing in the fintech firms, and lobbying for regulations and supervision. (The World Bank, 2020)

Some conclusions: This section will offer some concluding thoughts on the trends and developments in the use of money in the financial markets and provide recommendations for policymakers and financial market participants based on the findings of the study.
The trend of governments establishing their own cryptocurrencies, also known as CBDCs, has been gaining momentum in recent years. These digital currencies are issued and backed by central banks and are intended for general use, rather than just for financial institutions. CBDCs can should offer a number of potential benefits, such as increased accessibility and efficiency, but they also come with potential risks and challenges, such as financial stability and privacy concerns. Governments have adopted different approaches to CBDCs, ranging from conducting research to piloting small-scale projects. This trend has also challenged the role of traditional financial institutions, as CBDCs have the potential to disrupt their services and profits. Overall, it is important for governments and financial institutions to carefully consider the potential benefits and challenges of CBDCs as they move forward with their development and implementation.



[bookmark: _Toc127567735]III.IV Banks Private or Public - which is the best?
Banks are a crucial component of the global financial system. They serve as intermediaries between savers and borrowers, providing a means of allocating capital and facilitating economic growth. The banking industry has undergone significant changes over the years, with the development of new technologies, changes in regulation, and shifts in the competitive landscape. One of the ongoing debates within the banking industry is whether private or public banks are the better option. In this part, we will explore the history of banks, their purpose, and the factors that led to the financial crisis of 2008. We will also examine the advantages and disadvantages of private and public banks and conclude by offering our recommendation on which is the better option.
Background and History of Banks
Banks have been around for thousands of years, with the earliest banks dating back to ancient civilizations (Gorton, 2010). In medieval Europe, money lenders began to take deposits from individuals and lend that money out to others, a practice that would later evolve into modern banking (Mishkin, 2018). In the United States, the first bank was the Bank of North America, established in 1781 to finance the Revolutionary War (Mishkin, 2018). In the 19th and 20th centuries, banks played a significant role in financing the Industrial Revolution and the expansion of the American economy (Mishkin, 2018).
The Purpose of Banks
The primary purpose of banks is to facilitate the flow of capital in the economy. Banks take deposits from individuals and use those deposits to make loans to others, earning interest on the difference between the interest they pay on deposits and the interest they earn on loans. Banks also provide other financial services such as investment management, insurance, and payment processing. In this way, banks play a critical role in the financial system, allowing individuals and businesses to access the capital they need to grow and invest (Mishkin, 2018).
The Financial Crisis of 2008
The financial crisis of 2008 was a significant event that had far-reaching implications for the global economy. There were several factors that led to the crisis, including lax lending standards, the proliferation of complex financial instruments, and the failure of regulatory oversight (Bernanke, 2010). Many of the banks that were at the centre of the crisis were private banks, including Lehman Brothers, Bear Stearns, and Merrill Lynch (Gorton, 2010). However, there were also public banks, such as Fannie Mae and Freddie Mac, that were heavily involved in the mortgage market and played a significant role in the crisis (Bernanke, 2010).
The financial crisis of 2008, also known as the Global Financial Crisis, was a severe economic downturn that began in 2007 and lasted until 2009. It was triggered by the collapse of the US housing market, which had been fueled by a speculative bubble in the prices of residential real estate (Itzkowitz Shifrinson, 2018).
The origins of the crisis can be traced back to the late 1990s, when the US government relaxed regulations on the banking sector and encouraged increased lending to low-income borrowers. This led to a surge in demand for housing and a boom in subprime mortgage lending, which offered loans to borrowers with poor credit histories. Banks packaged these subprime mortgages into complex financial instruments known as mortgage-backed securities, which were sold to investors around the world (Itzkowitz Shifrinson, 2018).
As the housing market began to cool in 2006, defaults on subprime mortgages increased, and the value of mortgage-backed securities declined sharply. This triggered a chain reaction of losses and write-downs throughout the financial system, as many banks and other financial institutions had invested heavily in these securities. As the crisis deepened, several major financial institutions, including Bear Stearns and Lehman Brothers, collapsed, or were acquired by other firms (Itzkowitz Shifrinson, 2018).
One example of a major bank that was affected by the crisis was JPMorgan Chase, which is one of the largest banks in the United States. JPMorgan had invested heavily in mortgage-backed securities and other complex financial instruments, and when the crisis hit, the value of these assets declined sharply. In 2008, JPMorgan acquired the failing investment bank Bear Stearns, which had been heavily involved in subprime lending and mortgage-backed securities (Chen, 2021a).
In the aftermath of the crisis, JPMorgan and other major banks faced intense scrutiny from regulators and the public. Many banks were forced to pay large fines for their role in the crisis, and some executives faced criminal charges. JPMorgan has since recovered from the crisis and remains one of the largest and most profitable banks in the world (Chen, 2021a). However, the crisis led to increased regulation and oversight of the banking sector, as policymakers sought to prevent a similar crisis from occurring in the future (Itzkowitz Shifrinson, 2018).

Advantages and Disadvantages of Private Banks
Private banks are typically for-profit institutions that are owned and operated by individuals or corporations. One of the primary advantages of private banks is that they are generally more efficient and profitable than public banks. Private banks have an incentive to operate efficiently and earn a profit, as their owners or shareholders have a financial stake in the bank's success. Private banks are also more flexible in terms of the products and services they offer, as they are not subject to the same regulatory constraints as public banks (Ceballos, Didier, & Schmukler, 2020).
However, there are also disadvantages to private banks. Private banks may be more focused on short-term profits than long-term stability, leading to risky behaviour and a greater likelihood of financial crises. Additionally, private banks may not have the same level of social responsibility as public banks, as they are primarily driven by the desire to maximize profits for their owners or shareholders (Kashyap, Rajan, & Stein, 2008).

Advantages and Disadvantages of Public Banks
Public banks are typically government-owned institutions that are established to serve a public purpose (Todorova, 2019). One of the primary advantages of public banks is that they are less likely to engage in risky behaviour than private banks, as they are not driven by the same profit motives (Werner, 2016). Public banks also have a greater level of social responsibility, as they are accountable to the public rather than to private shareholders (Elliot, 2019). However, there are some disadvantages associated with public banks as well, which have been criticized by their opponents. One such disadvantage is the potential for political interference in their operations. Since public banks are often owned by governments or other public entities, there may be pressure to make lending decisions based on political considerations rather than purely economic or financial factors. This can lead to misallocation of resources and inefficiencies (Epstein, 2020). Another disadvantage of public banks is that they may be subject to more bureaucratic procedures and red tape, which can slow down decision-making processes and hinder innovation. This can make it difficult for public banks to adapt to changing market conditions and compete effectively with private banks (Ismail, 2017). In the aftermath of the 2008 financial crisis, policymakers and academics have debated the merits of private versus public ownership of banks. While some argue that private banks are more efficient and innovative, others contend that public ownership can provide better stability and accountability (Todorova, 2019). Despite the ongoing debate, the evidence seems to suggest that both private and public banks can be successful, depending on the context (Werner, 2016).
One study by Demirgüç-Kunt et al. (2013) compared the performance of private and public banks in 60 countries over a 10-year period. The study found that private banks tend to be more profitable and efficient, while public banks tend to have lower non-performing loan ratios and be more stable during crises. However, the study also noted that there is considerable variation within both types of banks, and that the regulatory and institutional environment can play a significant role in shaping bank behaviour and outcomes.
Another study by Haldane (2012) argued that the public-private dichotomy may be too simplistic, and that a more nuanced approach is needed. Haldane suggested that a "hybrid" model of banking, in which some banks are partially owned by the government, and some are fully private, may offer the best of both worlds. This model would allow for the benefits of private ownership, such as innovation and risk-taking, while also providing the stability and accountability of public ownership.
Ultimately, the choice between private and public banks depends on a range of factors, including the regulatory environment, the political climate, and the cultural norms of a particular society. What works in one context may not work in another, and policymakers must carefully consider the trade-offs between different ownership structures before deciding.
In conclusion, the question of whether private or public ownership is better for banks is a complex and multifaceted one. While private banks may have certain advantages in terms of efficiency and innovation, public banks can offer greater stability and accountability. Ultimately, the choice between private and public ownership will depend on a range of contextual factors, and policymakers must carefully weigh the trade-offs before deciding. As such, a "hybrid" model of banking, in which some banks are partially owned by the government and some are fully private, may offer the best of both worlds.


[bookmark: _Toc127567736]The Research Methodology:
Data collection: We will collect data on the use of money in financial markets from a variety of sources, including government statistical sources like Eurostat, U.S. Bureau of labour statistics, Office of National Statistics (ONS), central bank reports like World Bank Group, Bank of England and so on, books, articles, academic studies and a survey.  
Data analysis: After we have collected the necessary data, they will be analysed using a combination of statistical techniques, such as comparison. The comparison method will be used to examine the similarities and differences in the use of money in the financial markets of the United States, the United Kingdom and the European Union.
Sample: The study sample will include an 12/14-year time of relevant data on the use of money in U.S., U.K., and E.U., Europe and  financial markets.
In the event that we are unable to gather the necessary data from our previously identified sources, we plan to create a survey. The survey will be structured into two parts, the first of which will provide educational information on financial topics such as inflation, deflation, and the purpose of banks, as well as an explanation of important technologies such as blockchain. This informative structure will serve as a foundation for the second part of the survey, which will consist of various questioning techniques aimed at collecting as much information as possible while still maintaining an enjoyable and engaging experience for the reader. We want to ensure that the survey is comprehensive but also enjoyable, as a lengthy and boring questionnaire can often discourage participation.




[bookmark: _Toc127567737]Discussion and conclusion: 
The research will be conducted using a combination of a review of relevant literature, and an analysis of data on the use of money in the financial markets.
The discussion and conclusion will interpret the results and discuss the implications of the research for the future of money and the financial system.
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[bookmark: _Toc127567739]Appendix questions survey

1.The adoption of alternative forms of money, such as cryptocurrencies, will increase in the future? 

Agree

Disagree

2. Have you faced any challenges while using the Bank transfer for financial transactions? 

Yes

No

3. In your opinion, what steps should be taken to improve the security and stability of Banks transactions in the financial market?


4. Are there any features or aspects of digital money that you would like to see improved?

5. Are there any features or aspects of crypto that you would like to see improved?

6. How frequently do you use electronic transaction for your financial transactions?

Never

Always

7. How confident do you feel in using all kind of electronic transaction?

Not at all confident

Somewhat confident

Moderately confident

Very confident

Extremely confident



8. Have you faced any challenges while using electronic money for financial transactions?

Yes

No

Maybe

9. In your opinion, what will be the main advantage of using digital money for financial transactions?

Convenience

Security

Speed

Lower fee

All Above

10. Do you think digital money will eventually replace traditional fiat currency as the primary mode of payment?

Yes 

No


11. How likely are you to recommend traditional money or new development of money to a friend or family member for financial transactions?


	
	Not likely at all
	Somewhat likely
	Moderate likely
	Very likely
	Extremely likely

	Digital Money
	
	
	
	
	

	Digital wallet
	
	
	
	
	

	Cryptocurrency
	
	
	
	
	

	E-commerce
	
	
	
	
	

	Electronic money
	
	
	
	
	

	Cash
	
	
	
	
	



12. Have you personally used cryptocurrencies or alternative forms of digital money for financial transactions? 

Yes

No

13. In your opinion, does the (private) bank put its own profit before the interest of the country?

Yes

No

14. Do you believe there is a future where cryptocurrencies and alternative forms of  money will coexist with traditional fiat currencies in the financial market?

Yes

No


15. Have you ever used a private Bank or financial institution for financial services?

Yes

No

16. Do you believe Banks and financial institutions prioritize their own profit over the interest of public?

Strong agree.

Somewhat agree.

Neutral.

Somewhat disagree.

Strong disagree.

17. What alternative models do you believe could better serve the needs of individuals and society as a whole in terms of financial services?

Community-owned banks

Peer-to-peer lending platforms

Digital currencies and decentralized finance

All above

None of them

18. Do you think people still need Banks as a private financial institution?

Yes

No

Why do you think so?


19. In your opinion, what actions could be taken to ensure traditional banks and private financial institutions prioritize the interests of society over their own profits?

Increased government regulation.

Creation of new, alternative financial models.

Increased public awareness and activism.

All above.

None of them.

20. How much do you believe traditional banks and private financial institutions contribute to inflation in the economy?

Not at all

Somehow

Moderately

Very likely

Extremely

21. In your opinion, do monetary policy manoeuvres serve the interest of citizens before businesses and banks?

Yes

No

Maybe

22. Would it be better for banks to become public financial institutions or to remain private?

Public

Private


23. Do you think traditional banks will still play a significant role in the future of finance?
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Somewhat agree.

Neutral

Somewhat disagree.

Strong disagree.

24. What alternative financial models do you believe will become more prominent in the future of finance?

Digital currencies

Decentralized finance

Community-owned banks

Peer-to-peer lending platforms

Other

25. How do you see technology playing a role in shaping the future of finance?

Increasing adoption of alternative financial models

Making traditional finance more efficient and accessible

Disrupting traditional finance and creating new models

Having little impact on finance overall

Other


26. Do you believe that traditional banks are still serving the needs of society?

Strong agree.

Somewhat agree.

Neutral

Somewhat disagree.

Strong disagree.

27. What role do you believe the government should play in supporting or regulating traditional banks and promoting alternative financial models?

A significant role

A manor role

A key role

No role

2

