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Bitcoin, often described as a crypto-
currency, a virtual currency or a digital 
currency - is a type of money that is 
completely virtual. 
It's like an online version of cash. You 
can use it to buy products and ser-
vices, but not many shops accept 
Bitcoin yet and some countries have 
banned it altogether. 
However, some companies are begin-
ning to buy into its growing influence. 
In October last year, for example, the 
online payment service, PayPal, an-
nounced that it would be allowing its 
customers to buy and sell Bitcoin. 
The physical Bitcoins you see in pho-
tos are a novelty. They would be 
worthless without the private codes 
printed inside them. 
 
 
 
 

 

 

As of April 2021 1 Bitcoin equals 
61,912.93 Australian Dollars 
 

How does Bitcoin work? 

Each Bitcoin is basically a computer 
file which is stored in a 'digital wallet' 
app on a smartphone or computer. 
People can send Bitcoins (or part of 
one) to your digital wallet, and you 
can send Bitcoins to other people. 
Every single transaction is recorded in 
a public list called the blockchain. 
This makes it possible to trace the 
history of Bitcoins to stop people from 

 

spending coins they do not own, making copies or undo-ing trans-
actions. 
 
How do people get Bitcoins? 

There are three main ways people get Bitcoins. 

• You can buy Bitcoins using 'real' money. 

• You can sell things and let people pay you with Bitcoins. 

Or they can be created using a computer. 
 
How are new Bitcoins created? 

In order for the Bitcoin system to work, people can make their 
computer process transactions for everybody. 
The computers are made to work out incredibly difficult sums. Oc-
casionally they are rewarded with a Bitcoin for the owner to keep. 
People set up powerful computers just to try and get Bitcoins. 
This is called mining. 
But the sums are becoming more and more difficult to stop too 
many Bitcoins being generated. 
If you started mining now it could be years before you got a single 
Bitcoin. 
You could end up spending more money on electricity for your 
computer than the Bitcoin would be worth. 
 
This particular endorsement led to the value of Bitcoin to 
rise significantly. 

 
What is Bit Coin Mining? 
 
Bitcoin mining is the process by which 
new bitcoins are entered into circulation, 
but it is also a critical component of the 
maintenance and development of the 
blockchain ledger. It is performed using 
very sophisticated computers that solve 
extremely complex computational math 

problems. Cryptocurrency mining is painstaking, costly, and only 
sporadically rewarding. Nonetheless, mining has a magnetic ap-
peal for many investors interested in cryptocurrency because of 
the fact that miners are rewarded for their work with crypto to-
kens.  
 
This may be because entrepreneurial types see mining as pen-
nies from heaven, like California gold prospectors in 1849. And if 
you are technologically inclined, why not do it?   

https://www.investopedia.com/articles/forex/041515/countries-where-bitcoin-legal-illegal.asp
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How to mine Bit Coins 
 
Miners are getting paid for their work as auditors. They 
are doing the work of verifying the legitimacy of Bitcoin 
transactions. This convention is meant to keep Bitcoin 
users honest and was conceived by bitcoin's found-
er, Satoshi Nakamoto. By verifying transactions, miners 
are helping to prevent the "double-spending problem."  
Double spending is a scenario in which a bitcoin owner 
illicitly spends the same bitcoin twice. With physical cur-
rency, this isn't an issue: once you hand someone a 
$20 bill to buy a bottle of vodka, you no longer have it, 
so there's no danger you could use that same $20 bill 
to buy lotto tickets next door. While there is the possibil-
ity of counterfeit cash being made, it is not exactly the 
same as literally spending the same dollar twice. With 
digital currency, however, as the Investopedia diction-
ary explains, "there is a risk that the holder could make 
a copy of the digital token and send it to a merchant or 
another party while retaining the original."   
 
Let's say you had one legitimate $20 bill and one coun-
terfeit of that same $20. If you were to try to spend both 
the real bill and the fake one, someone that took the 
trouble of looking at both of the bills' serial numbers 
would see that they were the same number, and thus 
one of them had to be false. What a Bitcoin miner does 
is analogous to that—they check transactions to make 
sure that users have not illegitimately tried to spend the 
same bitcoin twice. This isn't a perfect analogy—I'll ex-
plain in more detail below.  
 
Once miners have verified 1 MB (megabyte) worth 
of bitcoin transactions, known as a "block," those min-
ers are eligible to be rewarded with a quantity of bitcoin 
The 1 MB limit was set by Satoshi Nakamoto, and is a 
matter of controversy, as some miners believe the 
block size should be increased to accommodate more 
data, which would effectively mean that the bitcoin net-
work could process and verify transactions more quick-
ly.  
Note that verifying 1 MB worth of transactions makes a 
coin miner eligible to earn bitcoin—not everyone who 
verifies transactions will get paid out. 1MB of transac-
tions can theoretically be as small as one transaction 
(though this is not at all common) or several thousand. 
It depends on how much data the transactions take up.  
 
 
"So after all that work of verifying transactions, I might 
still not get any bitcoin for it?" 
 
Yes, that is correct.  
 
To earn bitcoins, you need to meet two conditions. One 
is a matter of effort; one is a matter of luck.  
 
1) You have to verify ~1MB worth of transactions. This 
is the easy part.  
 

 
2) You have to be the first miner to arrive at the 
right answer, or closest answer, to a numeric 
problem. This process is also known as proof of 
work.  

 
"What do you mean, 'the right answer to a nu-
meric problem'?" 
The good news: No advanced math or compu-
tation is involved. You may have heard that min-
ers are solving difficult mathematical problems—
that's not exactly true. What they're actual-
ly doing is trying to be the first miner to come up 
with a 64-digit hexadecimal number (a 
"hash") that is less than or equal to the target 

hash. It's basically guesswork. 
 
The bad news: It's guesswork, but with the total 
number of possible guesses for each of these 
problems being on the order of trillions, it's in-
credibly arduous work. In order to solve a prob-
lem first, miners need a lot of computing power. 
To mine successfully, you need to have a high 
"hash rate," which is measured in terms of mega-
hashes per second (MH/s), gigahashes per sec-
ond (GH/s), and terahashes per second (TH/s).  
That is a great many hashes.  
 
 

Is Bit Coin Secure? 
Every transaction is recorded publicly so it's very 
difficult to copy Bitcoins, make fake ones or 
spend ones you don't own. 
It is possible to lose your Bitcoin wallet or delete 
your Bitcoins and lose them forever. There have 
also been thefts from websites that let you store 
your Bitcoins remotely. 
The value of Bitcoins has gone up and down 
over the years since it was created in 2009 and 
some people don't think it's safe to turn your 'real' 
money into Bitcoins. 
This concern was expressed by the head of The 
Bank of England, Andrew Bailey, in October 
2020. 
He said that he was "very nervous" about people 
using Bitcoin for payments pointing out that in-
vestors should realise its price is extremely vola-
tile. 

https://www.investopedia.com/terms/s/satoshi-nakamoto.asp
https://www.investopedia.com/terms/d/doublespending.asp
https://www.investopedia.com/articles/investing/042015/bitcoin-vs-litecoin-whats-difference.asp
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