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Decentralised network uses cryptography to process transactions securely and reliably

How does bitcoin work? 
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Understanding a bitcoin transaction
HOW BLOCKCHAIN TECHNOLOGY POWERS BITCOIN

1
Alice wants to send Bob two bitcoin
She sends a TRANSACTION REQUEST to the Bitcoin blockchain, a 
distributed database running on thousands of computers globally.

Alice MINER

Computers known as MINERS verify this transaction 
(e.g. check Alice’s balance) and compete to place it 
into a BLOCK with other transactions.
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Alice’s transaction gets 
ADDED TO THE BLOCKCHAIN
along with the others.

4
Others in the network 
check the miner’s work.

Once the answer is VERIFIED –
when a majority of miners in 
the network approve the block 
– the miner who solved the 
puzzle gets paid in bitcoin.

To append a block to the chain of prior blocks 
(hence: “blockchain”), miners solve a MATH PUZZLE 
that requires a lot of computational power to solve.

3

Bob receives two 
bitcoin6 BOB

All this computational power PROTECTS THE BLOCKCHAIN
against hackers – it would be difficult and expensive to falsify 
transaction or attack the network.
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SEND BOB
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BTC offers a hedge against inflation and central bank policy 

Digital gold argument
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Bitcoin’s correlation with gold and inflation – not consistent 

Digital Gold attributes
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3. Hedge against inflation 

1. Independent from political and macro risks from  
any one sovereign 

2. Fixed in supply (21 million by year 2140)



Price history and volatility

1. Valuation 
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2. Regulatory uncertainty and investor protection
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Governance 

Investor Protection

Regulation



Country ranking, annual electricity consumption

Source: University of Cambridge – Centre for Alternative Finance. Logarithmic scale  

3. Environmental concerns - high energy consumption 
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Important information

If you are a private investor, you should not act or rely on this document but should contact your professional advisor. 

This document has been approved by Sarasin & Partners LLP of Juxon House, 100 St Paul’s Churchyard, London, EC4M 8BU, a limited liability partnership registered in England & Wales 
with registered number OC329859 which is authorised and regulated by the Financial Conduct Authority with firm reference number 475111. 

It has been prepared solely for information purposes and is not a solicitation, or an offer to buy or sell any security. The information on which the document is based has been obtained 
from sources that we believe to be reliable, and in good faith, but we have not independently verified such information and no representation or warranty, express or implied, is made as 
to their accuracy. All expressions of opinion are subject to change without notice. 

Please note that the prices of shares and the income from them can fall as well as rise and you may not get back the amount originally invested. This can be as a result of market 
movements and also of variations in the exchange rates between currencies. Past performance is not a guide to future returns and may not be repeated. 

Neither Sarasin & Partners LLP nor any other member of the Bank J. Safra Sarasin group accepts any liability or responsibility whatsoever for any consequential loss of any kind arising out 
of the use of this document or any part of its contents. The use of this document should not be regarded as a substitute for the exercise by the recipient of his or her own judgment. 
Sarasin & Partners LLP and/or any person connected with it may act upon or make use of the material referred to herein and/or any of the information upon which it is based, prior to 
publication of this document. If you are a private investor you should not rely on this document but should contact your professional adviser. 

© 2022 Sarasin & Partners LLP – all rights reserved. This document can only be distributed or reproduced with permission from Sarasin & Partners LLP.
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100 St Paul’s Churchyard
London
EC4M 8BU

T: +44 (0) 20 7038 7000
www. sarasinandpartners.com


