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Crypto security 101: Protecting your 
digital assets 
Digital assets are the boons to today’s world of earning passive income! 
We need to keep them safe from malwares, phishing attempts or scams. 
It is of paramount importance to implement strong security measures like 
using safe wallets, staying informed about the potential threats to keep 
currency risk-free.  

1.​ What is cryptocurrency security? 
It is of utmost importance to keep the cryptocurrency secure from 
potential theft, unauthorized access or fraudulent activities. It includes 
strategies like secure key management, multi-factor authentication,and 
encryption to prevent any possible crypto alteration. In this chapter, we 
will scroll through the basics of securing your crypto! 

          1.1. Definition 

 The practice of incorporating technologies and safety protocols to 
safeguard the digital assets, online transactions and unauthorised access 
to the sensitive information is called cryptocurrency security.  
 

          1.2. Why is cryptocurrency security important? 

 
Protecting our crypto from theft and frauds is very crucial. Here’s why we 
need to pay way more attention to cryptocurrency security: 
 

●​ For the protection of assets which have monetary value and are 
termed as investments. 

●​ To prevent potential frauds and scams from causing crypto damage. 
●​ To protect the privacy of personal and financial information. 
●​ To prevent the hacks and loss of funds. 
●​ To create a long-term adoption scenario for the cryptocurrency. 

 

2.​ What is cryptography? 
The study of the ways to protect the security and confidentiality of all the 
digital transactions, information exchange and data storage included in 
the realm of cryptocurrencies and blockchain technology. It is the 

https://coinpedia.org/beginners-guide/cryptocurrency-guide/


foundation for secure key management, data verification and 
authentication. 

 

2.1. The basics of Encryption and decryption 

 
We take a situation here! Suppose, you need to send a private message 
to a friend over the internet and you do not wish anyone else to access it. 
Here, you decide to use encryption which is done by following the steps 
like : 
 

●​ You choose plain text like “Hello!”, followed by using cryptographic 
algorithm and encryption key to transform the plain text to 
ciphertext which might look like “Rhkijggbh==”. 

●​ Send this ciphertext to the friend using a communication channel 
●​ Your friend receives it in the form of a ciphertext and uses a 

decryption key to reverse the encryption. 
 
This is how encryption makes sure that only your friend gets to see the 
message, thus protecting the confidentiality of the text. 
 
Therefore, encryption is a process of converting plaintext into  ciphertext 
or scrambled data using crypto algorithms and specific keys. Decryption is 
the reverse process of using a decryption key to convert ciphertext back 
into its original plaintext format. The ones having a decryption key can 
easily transform the ciphertext into readable data. These two are the key 
elements of secure transactions, private keys, and other sensitive data in 
the cryptocurrency space.  
 

2.2. All about Hash functions and digital signatures 

Hash function is an algorithm which takes an input in the form of a 
message and gets a fixed-size string of characters in sequence of letters. 
The output is known as hash value or hash digest. They are commonly 
used for cryptography in order to facilitate purposes like password storage 
or digital signatures. They are one-way functions which cannot be 
reversed. That is, you can not obtain the  original input from the hash 
value. 
 



Digital signatures are cryptographic techniques to make sure of the 
authenticity of digital messages. They involve a pair of keys (private and 
public) to secure authentication of digital documents, ensuring sender’s 
identity and document’s integrity.  
 
Both hash function and digital signatures are the foundational elements of 
cryptography, providing security and trust in digital transactions. 

2.3. Public-key infrastructure (PKI): What is it? 

Public key infrastructure is a series of processes which facilitates the 
secure management, digital certificate utilization  and public-private key 
pairs handling. It helps in maintaining digital identities and ensuring 
seamless crypto operations.  
 
PKI is used to: 

●​ Establish safe communication channels through encryption. 
●​ Enable the creation and verification process of digital signatures. 
●​ Set up secure Virtual Private Networks (VPNs) and network 

connections. 
●​ Encrypt messages in the email systems. 
●​ Support strong authentication methods for accessing applications 

and online services. 
 
To sum up, PKI is a leading mechanism of securing online activities, digital 
identity management and confidentiality of data which travels through the 
internet. 

3.​ What are the possible threats in crypto space? 
Considering the volatility and newness of the crypto space in comparison 
to the other traditional methods of financial services, threats come along 
due to the lack of awareness and diligence in working with the same. We 
have done a brief risk analysis to understand the possible threats! 

​ 3.1. An overview of risks in the crypto space 

Some key risks associated with the crypto space might be: 
●​ They are extremely volatile leading to instant gains and losses. 
●​ They could get stuck due to loss of funds caused by hacks, scams 

and phishing attacks. 
●​ Susceptible to manipulation and price pumping due to relatively 

smaller market size. 



●​ Bugs in codes which lead to security breaches due to the still 
evolving world of cryptocurrency. 

●​ Mistakes in wallet management and security practices could lead to 
loss of funds. 

​ 3.2. Basics of hacking, phishing, and malware attacks 

●​ Hacking in crypto space is a major concern due to the digital nature 
of cryptocurrencies. Exchange hacks, wallet breaches, smart 
contract vulnerabilities, crypto-jacking and ransomware could be the 
dangers to your crypto. Therefore, it is always suggested to use 
reputable and secure crypto exchanges and wallets. Enabling 
2-factor authentication for all the accounts and regular updates of 
softwares can help in preventing hacks. 

●​ Phishing is a kind of cyber attack where the attackers impersonate 
individuals, organisations, websites to deceive the victims and make 
them reveal all the private information like passwords or other 
financial details. Phishing attacks work by faking, deceptive 
communication, malicious links and attachments or redirection to 
fraudulent websites.  

●​ Malware attacks troubling crypto space are very common these 
days. Trojans, clipboard hijackers, fake wallets, browser extensions, 
mining malware or phishing Trojans could harm the safe space way 
too much. Always use anti-virus, avoid suspicious links, check URLs 
before clicking and secure devices with strong pins in order to avoid 
such attacks. 

 

4.​ Step-by-step guide to secure your crypto  
The proactive steps which needs to be taken to protect your digital assets 
include the following: 

●​ Always use reputable and known exchanges and wallets for 
investing your funds. 

●​ Enable the two-factor authentication or 2FA for all your accounts 
and wallets. 

●​ Using hardware wallets, the ones which have an offline storage, is 
recommended for a longer use. 

●​ Keep your private keys secure by keeping physical copies of 
recovery phrases in a safe offline place. 

●​ Keep your operating system and antivirus softwares updated with 
the latest security patches. 



●​ Use a mix of strong protective shields of passwords for your 
devices. 

●​ Educate yourself before entering into the crypto world. You can read 
here for more! 

5.​ Why is security awareness important? 
Security awareness is important in order to protect investors against 
hacking and frauds, mitigation of scams, avoiding the investment 
downfalls and maintaining privacy of all the users. 

5.1. Know about the scams and frauds in crypto space 

Some of the prevalent unfortunate incidents in crypto world which you 
shall be aware of are: 

●​ Ponzi schemes where they promise high returns to early investors 
using their funds. The ones who invest later lose their money. 

●​ ICO scams where fake ICOs promise but never deliver.  
●​ Fake exchanges which deal with crypto beginners and amateurs and 

lead them to losing their money with scams. 
●​ Fake wallets make the investors put in their money and then 

disappear with it. 
 
To stay ahead of your crypto game, knowledge is very important! 

5.2. Real-world examples of security breaches 

●​ Here is the most interesting scam of the crypto world! The one done 
with all pure intentions of raising funds. Ukraine rugpull of 2022 
where the Ukrainian government decided to take donations in the 
form of crypto to take advantage of biggies in crypto space. The 
donation raised through the rugpull went to a charitable cause. 
Hence, this was a rug pull for good! 

●​ Axie Infinity hack where $615 million was stolen due to the 
exploitation of the Ronin blockchain by the hackers.  

●​ Phishing scam in May 2022 with actor Seth Green’s NFT losses 
which included his Bored Ape Yacht Club. Read here to know more!
​  

6.​ Future Trends and Challenges in the crypto arena 
The trends in the crypto sphere are changing with the passing days. We 
have highlighted a few for you: 

https://coinpedia.org/beginners-guide/
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●​ DeFi security continues to grow ensuring the smart contract 
rigidness. 

●​ Privacy Features enhancements by introducing privacy coins and 
zero-knowledge proofs. 

●​ Interoperability and cross-chain security will be very crucial to 
prevent vulnerabilities. 

●​ Biometric authentication and hardware based security solutions are 
becoming more prevalent these days in crypto zones. 

However, 
●​ Evolving threat landscape where cybercriminals develop new attack 

vectors by staying ahead of emerging threats is a very big 
challenge! 

●​ Lack of standardization leads to an absence in uniform security code 
which results in varying levels of security across platforms.  

7.     Final thoughts 
We need to remember that crypto space could be offering unwavering 
potential and profits but it is equally risky! By making the security 
awareness as one of your priorities and staying vigilant, one can navigate 
the crypto landscape without falling into the difficult traps. 

8.     FAQs 
Q1. Are cryptocurrencies anonymous? 
These are pseudonymous assets where transactions are linked to 
addresses rather than personal identities. 
 
Q2. Can one recover lost cryptocurrency? 
It totally depends on the circumstances to which you lose your funds. 
Prevention is the key to avoiding losses. 
 
Q3. Is crypto investing safe? 
It carries risks including market volatility and potential scams. 
Researching well is very important. 

9.  Test your knowledge 
Q1. PKI stands for …….. 

a)​Public key infrastructure 
b)​Private key index 
c)​ Public key Interface 



d)​Public key Instance 
 
Q2. ………… is an algorithm which takes an input in the form of a message 
and gets an output known as hash value. 

a)​Hash function 
b)​Hash Labour 
c)​ Hash digest 
d)​Hash synapse 

 
Q3. What is the primary purpose of a cryptocurrency wallet? 
a) To mine cryptocurrencies 
b) To exchange cryptocurrencies 
c) To store and secure cryptocurrencies 
d) To create new cryptocurrencies 
 
Q4. Which type of cryptocurrency wallet is considered the most secure? 
a) Hardware wallet 
b) Mobile wallet 
c) Web wallet 
d) Paper wallet 
 
Q5. What is a “private key” in cryptocurrency terminology? 
a) The key used to access a public blockchain 
b) The key used to encrypt cryptocurrency transactions 
c) The key used to recover a lost wallet 
d) The key used to access and control cryptocurrency funds 
 
Q6. Which of the following is a common security risk associated with 
cryptocurrency exchanges? 
a) Cold storage of private keys 
b) Two-factor authentication (2FA) 
c) Hacking and theft of funds 
d) Decentralization of transactions 
 
Q7. What is the purpose of using two-factor authentication (2FA) in 
cryptocurrency security? 
a) To create a new cryptocurrency 
b) To add an extra layer of security to account access 
c) To encrypt cryptocurrency transactions 
d) To mine cryptocurrencies more efficiently 
 



Q8. What does the term “cold storage” refer to in cryptocurrency 
security? 
a) Storing cryptocurrency on a web wallet 
b) Storing cryptocurrency offline, such as on a hardware wallet 
c) The process of creating a new cryptocurrency 
d) Encrypting cryptocurrency transactions 
 
Q9. Which cryptocurrency is known for its focus on privacy and anonymity 
features? 
a) Bitcoin 
b) Ethereum 
c) Monero 
d) Ripple 
 
Q10. What is the process of verifying and adding transactions to the 
blockchain called? 
a) Mining 
b) Wallet creation 
c) Trading 
d) Encryption 
 
Q11. In the context of cryptocurrency, what is “phishing”? 
a) The process of mining new coins 
b) A fraudulent attempt to obtain sensitive information through 
deceptive means 
c) The creation of new cryptocurrency tokens 
d) Two-factor authentication (2FA) 
 
Q12. What is a “hardware wallet” in cryptocurrency security? 
a) A physical device used to securely store private keys offline 
b) A software application for managing cryptocurrency assets 
c) A public key used for receiving cryptocurrency payments 
d) A type of blockchain consensus algorithm 
 
Q13. What does the term “whitelisting” mean in cryptocurrency security? 
a) The process of identifying potential security threats 
b) Allowing only approved addresses to receive cryptocurrency 
payments 
c) The encryption of cryptocurrency transactions 
d) The creation of a new cryptocurrency wallet 
 



Q14. Which of the following is NOT a recommended practice for securing 
cryptocurrency assets? 
a) Using strong, unique passwords 
b) Sharing your private key with trusted friends 
c) Enabling two-factor authentication (2FA) 
d) Keeping software wallets up-to-date 
 
Q15. What is the role of a “seed phrase” in cryptocurrency wallets? 
a) A seed phrase is a backup for private keys 
b) A seed phrase is used for mining new cryptocurrencies 
c) A seed phrase is a public address for receiving funds 
d) A seed phrase is a form of two-factor authentication (2FA) 
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