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Introduction

The world of cryptocurrency trading has experienced tremendous growth and volatility in recent years, attracting a vast number of new traders and investors. 

However, the crypto market's unpredictable nature and lack of regulation can be intimidating, especially for beginners. 

To succeed in this exciting but challenging environment, it's crucial to have a solid understanding of the fundamentals, strategies, and best practices of crypto trading.

This book, "Becoming a Pro Trader - Crypto Trading 101," is designed to provide a comprehensive guide for novice traders, covering the essential knowledge and skills required to navigate the crypto market with confidence.

With thus said this book will be updated periodically to ensure that it is as current as possible.
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1.1 Introduction to cryptocurrency and blockchain technology:

- Definition of cryptocurrency and blockchain

[image: Cryptocurrency]Image courtesy of Cryptocurrency

Cryptocurrency is a type of digital or virtual currency that uses cryptography for security. 

Unlike traditional currencies issued by governments (fiat money), cryptocurrencies are decentralized and typically operate on technology called blockchain. 

Key characteristics of cryptocurrencies include:

Decentralization: No central authority or government controls cryptocurrencies.

Security: Cryptographic techniques secure transactions and control the creation of new units.

Anonymity: Transactions can be more anonymous compared to traditional financial systems.

Transparency: Transaction history is often publicly accessible.

Blockchain is the underlying technology that enables cryptocurrencies to function. 

[image: ENISA report on blockchain technology and security — ENISA]Image courtesy of ENISA - European Union

It is a distributed ledger that records all transactions across a network of computers. 

Key features of blockchain include:

Distributed Ledger: A shared database that is maintained by a network of computers (nodes).

Immutability: Once recorded, data on the blockchain cannot be altered or deleted.

Consensus Mechanism: Algorithms (such as Proof of Work or Proof of Stake) that validate and agree on the transactions.
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- History of cryptocurrency and its evolution

The history of cryptocurrency began in the late 20th century, but it wasn't until the launch of Bitcoin in 2009 that the concept gained significant traction. 

Key milestones include:

1983: David Chaum, a cryptographer, introduced the concept of digital cash through his paper "Blind Signatures for Untraceable Payments."

[image: Looking Over the 'Blind Signatures For Untraceable Payments' Paper]

Image courtesy of Youtube / Looking Over the 'Blind Signatures For Untraceable Payments' Paper

1998: Wei Dai published a description of "b-money," an anonymous, distributed electronic cash system.

[image: B Money APK Download for Windows - Latest Version 1.0.b]Image courtesy of B Money APK Download for Windows - Latest Version 1.0.b

2004: Hal Finney introduced a system called "Reusable Proof of Work" (RPOW).

[image: RPOW - Reusable Proofs of Work]

Image courtesy of Satoshi Nakamoto Institute

2008: An unknown person or group of people using the pseudonym Satoshi Nakamoto published the Bitcoin whitepaper, "Bitcoin: A Peer-to-Peer Electronic Cash System."

[image: Bitcoin Price Prediction 2020, 2025, 2030, 2050, 2019, 2018, 2017 -  Coinnounce]Image courtesy of Coinnounce
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2009: Nakamoto mined the first Bitcoin block, known as the Genesis Block.

[image: An example of BlockChain of a genesis block followed by two blocks... |  Download Scientific Diagram]

Image courtesy of Research Gate

2011-2013: Emergence of alternative cryptocurrencies (altcoins) like Litecoin and Ripple.

[image: Litecoin vs Ripple: Differences, and Everything You Need to Know | ChangeNOW]Image courtesy of ChangeNOW

2015: Launch of Ethereum, introducing smart contracts and decentralized applications (dApps).

[image: Ethereum DApps - The Apps that get Installed in the Wires. No Kidding! | by  Sofocle | Sofocle Technologies | Medium]Image courtesy of Medium

2017: Cryptocurrency market saw a significant boom, with Bitcoin reaching an all-time high of nearly $20,000.

[image: From $900 to $20,000: The Historic Price of Bitcoin in 2017]

Image courtesy of Coindesk

2020-Present: Increased institutional interest, development of decentralized finance (DeFi), and non-fungible tokens (NFTs).

[image: How Are NFTs Transforming DeFi]Image courtesy of PixelPlex

- How blockchain technology works

Blockchain technology operates through a series of processes that ensure security, transparency, and decentralization. 

The primary components and functions include:

	Blocks: 


Each block contains a list of transactions. 

When a block is filled with transactions, it is added to the blockchain.

	Chain: 


Blocks are linked together in chronological order, forming a chain. 

Each block contains a cryptographic hash of the previous block, ensuring data integrity.

	Nodes: 


Computers on the blockchain network that maintain copies of the blockchain and validate new transactions and blocks.

Mining/Validation:

	Proof of Work (PoW): 


Miners solve complex mathematical problems to validate transactions and create new blocks. 

This process requires significant computational power.

	Proof of Stake (PoS): 


Validators are chosen to create new blocks based on the number of coins they hold and are willing to "stake" as collateral.

	Consensus Mechanisms: 


Protocols used by nodes to agree on the state of the blockchain. Common mechanisms include:

	PoW: 


Miners compete to solve mathematical problems, with the first to solve adding the new block.

	PoS: 


Validators are selected to add blocks based on their stake in the network, making it more energy-efficient than PoW.

	Smart Contracts: 


Self-executing contracts with the terms directly written into code. 

They automatically enforce and execute terms when conditions are met (e.g., on the Ethereum blockchain).

Blockchain technology ensures transparency through its public ledger, security through cryptographic hashing and decentralization, and immutability through its chain structure, making it the foundation for modern cryptocurrencies.

1.2 Understanding market capitalization, liquidity, and volatility:

- Definition of market capitalization (market cap) and how it's calculated

[image: Market Capitalization: Meaning, Formula & Calculation]

Image courtesy of smallcase

Market capitalization, commonly referred to as market cap, is a metric that measures the total value of a cryptocurrency. 

It is calculated by multiplying the current price of a single unit of the cryptocurrency by the total number of units in circulation.

Calculation:

Market Cap = Current Price × Total Supply

Example:

If a cryptocurrency is priced at $50 per unit and there are 1,000,000 units in circulation, the market cap would be:

Market Cap= 50 × 1,000,000 = 50,000,000 USD

- Importance of market cap in cryptocurrency trading

Indicator of Value:

Market cap helps investors understand the relative size and value of a cryptocurrency compared to others.

Risk Assessment:

High market cap cryptocurrencies are generally considered more stable and less risky, whereas low market cap cryptocurrencies can be more volatile and speculative.

Investment Decisions:

Investors use market cap to diversify their portfolios, balancing between high cap (more stable) and low cap (potential for high returns but higher risk) investments.
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- Definition of liquidity and its impact on trading

[image: Liquidity: Definition, Ratios, How It's Managed]Image courtesy of The Balance

Liquidity refers to the ease with which a cryptocurrency can be bought or sold in the market without affecting its price. 

High liquidity means that there are enough buyers and sellers, ensuring smooth transactions.

Impact on Trading:

	Ease of Transactions:


High liquidity allows for quick and efficient buying and selling of assets.

	Price Stability:


High liquidity contributes to price stability, as large transactions do not drastically affect the market price.

	Lower Transaction Costs:


More liquid markets typically have lower bid-ask spreads, reducing trading costs for investors.

Example:

Bitcoin, as the most widely traded cryptocurrency, generally has high liquidity, allowing large transactions to occur with minimal price impact. 

Conversely, a newly launched or lesser-known cryptocurrency may have low liquidity, leading to potential price spikes or drops when significant trades are made.

- Definition of volatility and how it affects cryptocurrency prices

[image: Crypto Volatility: Why Volatility is Important in the Cryptocurrency Market]Image courtesy of Master The Crypto

Volatility refers to the degree of variation in the price of a cryptocurrency over a given period. 

High volatility means that the price can change dramatically in a short period, while low volatility indicates more stable prices.

Impact on Cryptocurrency Prices:

	Price Fluctuations:


High volatility can lead to significant price swings, offering both high profit potential and high risk.

	Investment Risk:


High volatility increases the risk for investors, as the value of their investments can change rapidly.

	Market Sentiment:


Volatility is often driven by market sentiment, news, and events. 

Positive news can lead to rapid price increases, while negative news can result in sharp declines.

Example:

Cryptocurrencies like Bitcoin and Ethereum have experienced significant volatility, with prices sometimes fluctuating by 10% or more within a single day. 

This characteristic makes them attractive for day traders but risky for long-term investors.

Understanding market capitalization, liquidity, and volatility is crucial for navigating the cryptocurrency market. 

Market cap helps gauge the size and value of a cryptocurrency, liquidity ensures smooth trading and price stability, and volatility reflects the potential risks and rewards associated with price movements. 

Together, these factors provide a comprehensive overview of the market dynamics in the world of cryptocurrency and blockchain technology.

1.3 Setting up a trading account and choosing a reliable exchange:

[image: ]

Image courtesy of IG

- Overview of different types of cryptocurrency exchanges (centralized, decentralized, hybrid)

Cryptocurrency exchanges are platforms where users can buy, sell, and trade digital currencies. They come in several forms:

	Centralized Exchanges (CEX)


Operated by a central authority or company.

High liquidity and trading volume.

User-friendly interfaces and advanced trading features.

Customer support and security measures (such as insurance and compliance with regulations).

Examples: Binance, Coinbase, Kraken.

	Decentralized Exchanges (DEX)


Operate without a central authority, relying on smart contracts and blockchain technology.

Users maintain control of their private keys and funds.

Typically lower fees.

Enhanced privacy and security but lower liquidity.

Examples: Uniswap, Sushiswap, PancakeSwap.

	Hybrid Exchanges


Combine features of both centralized and decentralized exchanges.

Aim to provide the liquidity





	Security




	Reputation




	Regulatory Compliance




	Fees




	Liquidity




	User Experience









	Choose an Exchange



	Register for an Account





	Complete KYC Verification





	Set Up Two-Factor Authentication (2FA)
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	Fund Your Account




	Start Trading












	Long Position:




	Short Position:






	Buy Order:






	Sell Order:







	Market Orders:





	Limit Orders:





	Stop-Loss Orders:





	Take-Profit Orders:





	Trailing Stop Orders:
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