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Introduction 
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Charles Lee created Litecoin in 2011, and it is now the 2 nd or 3rd largest digital currency after Bitcoin.  For those already using Bitcoin, Litecoin has a few surprises for you. The main desktop application is an enhancement of Bitcoin-QT Client, and you can download it from Litecoin website—you can also use it as a digital wallet. 

Litecoin is different from Bitcoin in some ways. To begin with, the cap for Bitcoin is 21 million coins while the cap for Litecoin is 84 million. Litecoin has begun with a mining reward of 50 coins for every block just like Bitcoin. However, the award for Litecoin halves every 840,000 blocks which is larger than the set 210,000 for Bitcoin. 

The Litecoin transaction fee is slightly higher than that of Bitcoin, but again, one Litecoin is worth 0.019BTC. 

WHERE ON EARTH CAN you get Litecoin? If you are not a miner, you have to purchase Litecoin from one of the few; 

•  BitBargain UK 

•  Bittylicious 

•  Bitfinex 

•  BTC-e 

•  BTER 

•  Kraken 

•  Cryptsy 

•  Vircurex 

•  CoinMKT 

Litecoin is still very far from matching Bitcoin’s standards and getting merchants to accept this digital currency is not easy. 

The algorithm that Litecoin uses as “proof of work” is entirely different from the one that Bitcoin does. Bitcoin uses a SHA256 hashing algorithm, and Litecoin uses Scrypt algorithm. In simple terms, the Litecoin system only favors systems with a 

very high RAM (which is very costly), and it is a kind of “Memory Hard Problem.” 

Apart from that, transactions are conducted just as in Bitcoin. 

The Litecoin mining process is very much similar to the Bitcoin mining process. Same with other crypto-mining, in Litecoin mining there are mining pools that increase rewards for miners. 

Whether you plan to solo mine or join a pool of miners, use cgminer—it is the best mining software. 

Just like cryptocurrency in general, Litecoin is not for everyone. Charles Lee in an interview said that most will use Bitcoin for expensive purchases and Litecoin for microtransactions. 

Thanks  for downloading this book. It’s my firm belief that it will provide you with all the answers to your questions
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Chapter 1 – Setting up a Wallet
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Litecoin's potential is quickly becoming apparent in the rapidly changing world of Internet finance. In just a few short years since its launch, we have seen an explosion of interest in this new, and somewhat mysterious, Internet money. Several questions quickly come to mind: 

How does it work? 

Where does it come from? 

How do I buy it? 
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A brief history of money 

HUMANS HAVE BEEN TRADING various forms of money for thousands of years. Many types of precious objects, acting as a Medium of Exchange, have been used. In the early ages, we traded grain, cattle, shells, and gems for other goods and services. 
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THIS TYPE OF MONEY, which we can touch and see, can be considered Physical Money. 
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AS CIVILIZATION PROGRESSED, so did our political systems. Eventually, sparse tribes and villages consolidated into kingdoms, states, and empires. Through the transformation, we saw our money shift into Political Money; money that's governed and issued by a central body such as the King, Emperor or, as in today's society, a Central Bank. State issued coins, bills, and notes, as well as taxation, regulation, and monetary policy—all emerged from this shift. 
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TODAY, INTERNET TECHNOLOGY connects us directly to each other, opening a vast range of possibilities. By dissolving pre-existing physical and political boundaries, for the first time in history, the entire planet has access to the same information. This level of access is guaranteed by the Internet's decentralized design. Without a centralized hub, there is no single point of failure or control. 
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CHARLES LEE, THE CREATOR of Litecoin, leveraged this powerful network to implement a peer-to-peer (P2P) system for exchanging virtual cash. Built on a decentralized design and protected by powerful cryptography, this new type of money is no longer physical, yet resilient against corruption and manipulation. 
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NO SINGLE GROUP OF individuals, including governments, banks, and corporations, control Litecoin because all the peers are equal actors, participating in the same protocol. Its monetary policy is defined and self-regulated by its open network of computers. Thus, with Litecoin, we're seeing the emergence of a new phase of money. This P2P money is called cryptographic money or simply CryptoCurrency. 
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WE'RE GOING TO START exploring the world of Litecoin by purchasing a small amount. 


Buying your first Litecoin in 15 minutes 

BUYING LITECOIN IS similar to buying foreign currencies. When an American lands in Paris, the first thing he/she may need to do is exchange dollars for Euros. While at the airport, it's likely he/she will be able to find a currency exchange for helping. Just as there are many exchanges for exchanging government currencies, there are many exchanges for exchanging Litecoins. 
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TODAY THERE ARE MARKETS for exchanging litecoin with most of the world's major currencies. Most of them are online markets through which you can connect your bank account or credit card. There are some markets where the buyer and seller meet in person to exchange by hand. For the more technical users, private markets exist on chat forums where anonymous users trade with the other users based on their online reputation. 
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OF ALL THE DIVERSE ways to buy litecoin, using a reputable online exchange may be the likely option for most users. Online exchanges generally operate similar to conventional online banking systems and are easy to set up. 
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WE'RE GOING TO BUY 25 dollars worth of Litecoin using a credit card with an online exchange called Circle. In 2013, Circle was launched by a team competent in technology and finance. Additionally, they are registered as a money transmitter with FinCEN, a US government agency responsible for safeguarding the financial system from illicit use. For US citizens, they offer an instant exchange with a user-friendly Wallet, service. To buy litecoins with Circle, you'll need the following: 
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•VALID PHOTO ID 

•A US home or business address 

•A US bank account or credit card 

•An iOS or Android smartphone 

•15 Minutes of free time 
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BUYING AND SELLING litecoin on Circle is only available to users with a US address. As a registered money transmitter, Circle must follow standard banking practices such as Know your customer (KYC) and anti-money laundering laws (AML). These are the requirements to accept bank transfers from the US banking system. 
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MOST EUROPEAN AND CANADIAN customers can use Coinbase

for direct wire transfers. What's important to remember about litecoin is that the currency exists independently of any government's requirement for an individual's identity. Litecoins can be exchanged for cash, hand-to-hand, thus bypassing the registration process that we will describe in this chapter. 
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THERE ARE SERVICES such as Local Litecoins where the users can buy and sell Litecoin through direct exchange with the other users. While it is safe to do so, some users may be at risk from local regulations. It is important to research the local currency laws before transacting through these services, especially with a large amount of cash. 
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Signing up for a wallet – five minutes 

TO BEGIN THE SIGNUP process, open http://circle.com in your web browser and follow the SIGN-UP links. You will be prompted to enter your First Name, your name, your Email address, and a password. After submitting your details, Circle will send you an e-mail verification. Simply follow the instructions provided. If you don't receive the email, check the spam folder of the email address you provided. 
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AFTER VERIFYING YOUR email address, you'll be asked to enable two-factor authentication using your mobile phone. This security system uses a code sent via SMS or through Google Authenticator to allow access to your account and confirm irreversible actions, such as sending Litecoin. This helps make your account more secure by combining your password with something you physically hold, that is, your phone. 
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FINALLY, CIRCLE WILL prompt you to provide two security questions. In case you lose your password, these questions will be asked before you can reset it. 
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Adding a funding source – ten minutes 

TO PURCHASE LITECOIN, Circle requires a funding source. You can link a US bank account or a credit card. For this purpose, we will choose the credit card option as it's the quickest to set up. 
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1.ON THE ACCOUNT PAGE, which should show your balance as zero, click on the Add Funds button. 

A circle will prompt you to verify your mailing address along with your birth date and the last four digits of your social security number. This information is used to help verify your identification. 

2.Next, Circle will ask you to install their mobile application (available for iOS or Android). Using their mobile app, you'll be prompted to take a picture of yourself and your photo ID. Ensure that you arrange for proper lighting so that the image clearly shows the details of each digit. Once submitted, a con- 

firmation will be given within a few minutes. 

3.If the app doesn't prompt you to verify your photo ID, you can manually upload the images. Open the mobile app under the Account table and click on the Settings icon. Under the Settings, click on Link Accounts. By following the instructions, you'll be prompted to upload the photos of your documents and credit card. 

At any stage, if you're experiencing issues, Circle offers support through online messaging. It also has toll free phone support for urgent issues. 

4.After your identification has been verified, you're ready to add your credit card as a funding source. Return to your Circle account page and click on Add Funds. A circle will prompt you to enter your credit card information and will save it for future use. 

Buying Litecoin – less than a minute 

ONCE ADDED, YOU'RE ready to buy litecoin! Simply enter a dollar amount ($25 for our example), and review the litecoin amount. You can
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Looking at your Litecoin balance 


[image: ]



[image: ]




Sending and receiving Litecoins 
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Private keys and wallets 
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Transactions and confirmations 
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Chapter 2. Understanding The blockchain  
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Proof of work  
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Solving a difficult problem  
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