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Abstract: Cryptocurrency is a crucial incentive mechanism in blockchain, which is issued and circulated
based on distributed ledger, cryptography, and consensus algorithms, exhibiting decentralized attributes in its
underlying technical architecture, mid-layer governance mechanisms, and upper-layer economic models. The
decentralization of cryptocurrency has triggered technical, legal, and financial risks, posing threats to financial
security, stability, and consumer rights. By piercing the veil of cryptocurrency decentralization through re-
centralized identification, the establishment of a "dual-composite nature" to define cryptocurrency as a new type
of property right, and clarifying the coordination between code rules and legal rules, a theoretical foundation
is provided for regulatory responses to cryptocurrency. Regulators should adopt embedded regulatory tools for
technical responses, regulate cryptocurrency through its payment-settlement and investment-financing functions,
explore liability mechanisms for centralized nodes as a legal response, and enhance anti-money laundering
supervision to address financial risks. This approach offers solutions to conflicts between fintech innovation and
financial legal systems, improves China's financial regulatory framework, enhances modern financial governance
capabilities, and advances the development of a financial powerhouse.
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