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It started with the release of the Bitcoin whitepaper in 2008, 

introducing the concept of a decentralized peer-to-peer 

payment system. This innovative network utilizes peer to 

peer network, game theory and cryptographic algorithms 

to securely connect and validate transaction records, 

eliminating the reliance on a central authority.  

The Bitcoin network empowers a network of computers, 

known as nodes, to independently validate transactions 

and collectively agree on their authenticity.

Understanding the Bitcoin Halving
Halving events are programmed to regulate the supply 

of new coins entering circulation and ensure the scarcity 

of Bitcoin, which has a predetermined limit of 21 million 

coins. The creation of new Bitcoins is achieved through 

the process of Bitcoin mining. Miners compete to validate 

and secure transactions on the peer-to-peer network by 

solving complex mathematical problems using specialized 

hardware. When miners successfully solve the problem, 

they are rewarded with a certain number of newly minted 

Bitcoin, which is ultimately how new Bitcoins are generated 

and added to the market.

In the early days of Bitcoin mining in 2009, miners 

received a reward of 50 Bitcoin per block. This served as 

an incentive for early adopters to participate in mining. 

However, the rate at which new Bitcoin is created is 

reduced by half every 210,000 blocks mined. Since each 

block takes approximately 10 minutes to mine, Halving 

events occur approximately every four years. This process 

will continue until all 21 million Bitcoin have been mined, 

estimated to be around the year 2140.

Key takeaways
	� Bitcoin Halving is a pivotal event that takes place 

approximately every four years, resulting in a 

reduction of the mining reward for each block. 

This mechanism effectively manages the supply of 

new Bitcoin, ensuring the currency’s scarcity and 

preventing inflation.

	� Historical data from previous Halvings suggests that 

Bitcoin has consistently experienced a substantial 

increase in value following each Halving event. 

Several factors may contribute to this trend.

	� As we look ahead to the next Halving in 2024, 

it is crucial for investors to exercise caution and 

thoroughly comprehend the characteristics of Bitcoin, 

as well as the associated risks involved.

How the Bitcoin Network works

Source: Fidelity International.
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Why does Bitcoin Halving occur? 
Scarcity and controlled supply:  
The goal of Bitcoin’s creator, Satoshi Nakamoto, the 

individual or group behind, was to establish a digital 

currency with a limited and carefully managed supply. By 

reducing the block reward, the rate at which new Bitcoin 

enters the market is restricted. This controlled issuance 

process aims to maintain the long-term stability and value 

of the coin. 

Inflation control:  
The cap supply of Bitcoin prevents the possibility of 

unlimited inflation that can occur with traditional fiat 

currencies. Bitcoin Halving plays a crucial role in curbing 

excessive inflation within the Bitcoin ecosystem. As the 

Halving events occur, the rate at which new Bitcoin are 

produced decreases, slowing down the inflation rate. 

For example, Bitcoin’s inflation rate was 50% in 2011, 

plummeting to 12% after the 2012 Halving, and currently 

stands at 1.74%. After the next Halving, it is expected to 

decrease further to approximately 0.85%.

Bitcoin monthly inflation (history and forecast)

Past performance is not an indicator of future returns. For illustrative purposes only. 

Source: Bitbo, adapted by Fidelity International (2024).
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Market forces and economics: 
The Halving event has economic implications for both 

Bitcoin miners and the wider market. Miners must adapt 

their operations to remain profitable with a lower block 

reward, by investing in more efficient hardware and 

sourcing sustainable energy which in turn intensifies 

competition and prompts less efficient miners to exit the 

market. Additionally, the Halving reduces the influx of new 

Bitcoin, which brings demand and supply economics into 

play. As supply decreases and demand fluctuates, the 

price of Bitcoin may change accordingly.

Since its inception in 2009, there have been three notable 

Halving events occurred in 2012, 2016 and 2020. The first 

Halving took place in 2012, reducing the mining reward 

from 50 to 25 Bitcoin per block. The 2016 Halving further 

reduced the incentives to 12.5 Bitcoin per block. As of May 

11, 2020, each new block mined only generates 6.25 new 

Bitcoin. The next Halving is expected to happen this year in 

April 2024. It is crucial for investors to grasp the potential 

implications of this historically significant catalyst event.

Before each Halving, Bitcoin’s historical price experienced 

considerable volatility, reflecting the speculative nature 

of the market. However, as time passed, there was an 

observable trend of the trading range gradually narrowing, 

indicating a potential maturation of the market.

Looking at the 365 days following a Halving event, Bitcoin 

has consistently demonstrated a significant increase in 

value compared to its pre-Halving performance. Several 

factors may contribute to this trend.

Firstly, the supply and demand dynamics play a role.  

Over the past decade, Bitcoin adoption has been on the 

rise, contributing to increased demand. Simultaneously,  

the programmed reduction in issuance rate creates  

upward pressure on the price due to reduced supply.

Secondly, there is an intriguing alignment between Bitcoin’s 

origin and subsequent Halving events and broader global 

liquidity cycles. Bitcoin emerged during the aftermath of 

the 2008-2009 global financial crisis, with its 4-year Halving 

schedule coinciding closely with periods of monetary 

expansion and contraction.

Lastly, the introduction of innovative investment vehicles, 

such as Bitcoin Trusts (since 2013), Bitcoin ETPs (since 

2019), Bitcoin ETF futures (since 2021) and Bitcoin ETFs 

(since 2024), has provided investors with alternative ways 

to access Bitcoin across various market cycles. 

While historical performance does not guarantee future 

results, this trend remains an intriguing narrative that 

warrants close observation as the cryptocurrency market 

continues to evolve.

The evolution of Halving: Key milestones in Bitcoin’s history

Past performance is not an indicator of future returns. 

Source: Fidelity International, Bloomberg, as of 15 February 2024.
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What happens in 2140, once all 
Bitcoin have been mined?
Once all 21 million Bitcoin are mined, there will be no 

more new Bitcoin entering the market. This will mark the 

end of the Bitcoin mining process, and miners will rely 

solely on transaction fees for their income. The lack of new 

Bitcoin may reduce the number of miners due to decreased 

profitability, however there are other possibilities in the 

Blockchain network which may bring new revenue sources. 

For instance, miners may charge higher transaction fees to 

process high value transactions or work with other “layer 2” 

ecosystem providers like lightning network to facilitate daily 

Bitcoin spending.

And so, the story of blockchain and Bitcoin continues  

to unfold, captivating minds, and reshaping the future,  

with one of its final chapters destined to be written in  

the year 2140. 

We hope that you found this of interest. To learn more 

about digital assets and how Fidelity can support you, 

please consult your usual Fidelity representative and  

visit our dedicated site:  

www.fidelity.lu/investment-themes/digital-assets

http://www.fidelity.lu/investment-themes/digital-assets
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