Blockchain & Crypto — A Practical Primer
(WealthAlpha Edition)

Understand the tech, spot real value, and invest with caution

Disclaimer: This guide is educational and not investment advice. Crypto assets are volatile
and risky. Do your own research and never invest money you cannot afford to lose.

1) What is a blockchain — in simple terms

A blockchain is a shared database kept in sync by many independent computers. Identical
copies live on numerous nodes, and new entries are accepted only when the network agrees
they’re valid. Each new batch of records (a “block”) includes a cryptographic fingerprint of
the previous one, making retroactive edits impractical.

It’s like a public logbook duplicated everywhere and cross-checked continuously—useful
for money and data because it’s tamper-evident, openly verifiable, and has no single point of
failure.

Block N-2 > Block N-1 > Block N > Block N+1

Each block stores a hash of the previous block
- tamper-evidence and chronological linking

2) A brief origin story (why this matters to investors)

The ingredients behind blockchains—timestamped chains, digital cash ideas, and public-key
cryptography—evolved over decades. In 2008, the Bitcoin whitepaper combined these
strands to show how strangers online could agree on ownership without a bank. That
breakthrough created a way to transfer value globally without a central operator, drawing
intense capital and innovation.



3) Core building blocks you should know

« Blocks & chaining: Transactions are grouped into blocks; each block references the prior
one via a hash.

 Cryptographic hashes: One-way functions that turn any input into a fixed-length ‘digest.’
Even tiny changes alter the digest, exposing tampering.

* Public & private keys: Public key (address) is shareable to receive funds; private key
authorizes spending—keep it secret and offline.

* Encryption/decryption: Methods that protect confidentiality and prove authenticity
across open networks.

One-way math link

Public Key (Address) Private Key (Secret)

Shareable destination Never share; signs transactions
Any data — Hash > Fixed-length hash
(txn, file, message) Function (Integrity fingerprint)

4) Asset types: currencies, tokens, and utilities

Not every crypto asset tries to be ‘money.’

¢ Currency-style assets aim to be a store of value or medium of exchange (e.g., BTC’s ‘digital
gold’ narrative).

« Platform or utility tokens grant access or payment within a network (e.g., computation,
discounts, or governance).

» Always ask: what does this token do, how can usage grow, and is a blockchain genuinely
required?

5) Consensus 101: how networks agree

* Proof of Work (PoW): Miners expend compute and energy to propose valid blocks—
attacks are costly; the model has a long history in production.
« Proof of Stake (PoS): Validators lock up (‘stake’) coins and earn rewards for honest



participation—or lose funds for misbehavior. It reduces energy footprint but depends on
the value staked for security.

Proof of Work (PoW) Proof of Stake (PoS)
* Miners compete by solving puzzles * Validators commit (“stake”) coins
* Security tied to energy & hardware  Security tied to value staked
* Battle-tested; used by Bitcoin * Less energy intensive
* Higher energy cost * Penalties for bad behavior

6) Smart contracts — software with rules

Smart contracts are programs on blockchains that self-execute when conditions are met—
think lending markets, on-chain exchanges, or unique digital assets. They remove
intermediaries but add software risk: bugs or flawed incentives can lead to losses. Favor
audited, time-tested code and scale positions cautiously.

7) How to evaluate a token or project (checklist)

Use-case & necessity
* Does the product truly need a blockchain?
o [s the token essential to the product’s economics?

Token design & economics
» Supply schedule, allocations, emissions, burns.
* Real demand drivers (fees, access, collateral utility).

Security & resilience
» Consensus model and track record; audits; bug bounties.
¢ Admin keys / governance controls and change processes.

Market & regulatory context
¢ Liquidity and custody options.
e Jurisdictional risks and disclosures.

Team & traction
« Shipping history, credible backers, active users.



8) Practical risks & protections

« Volatility: size positions prudently; consider rupee-cost averaging.

o Self-custody: hardware wallet for long-term holdings; seed phrase recorded offline; never
share private keys.

« Platform risk: exchanges/protocols can fail—diversify custody.

* OPSEC: password manager, unique credentials, app-based 2FA (not SMS), phishing
hygiene.

» Taxes & records: track trades and costs; Indian rules (flat tax/TDS) apply—consult a
professional.

9) Quick glossary

¢ Address: Public destination to receive crypto.

» Gas/fees: Payments to include your transaction in a block.

* Node: A computer that stores/validates blockchain data.

« Private key: Secret data that proves ownership and authorizes spending.
» Smart contract: Code on a blockchain that can hold and move value.

« Stablecoin: A token designed to track a reference asset (often USD).

10) Action steps

1. Learn basics — read neutral primers; skim docs before buying.

2. Start tiny — test deposits/withdrawals with small amounts.

3. Secure setup — separate email, password manager, app-based 2FA.

4. Custody plan — trading funds on reputable platforms; long-term holdings in hardware
wallet.

5. Keep records — maintain a spreadsheet/tool for trades, costs, taxes.
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