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Cybersecurity Risks in Cryptocurrency Markets and 

Their Impact on Financial Record Integrity 
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Abstract 

The rapid expansion of cryptocurrency markets has significantly 
transformed global financial systems through the adoption of decentralized, 

blockchain-based transaction mechanisms. Digital assets such as Bitcoin and 
Ethereum operate on distributed ledger technology, which enhances transparency, 

immutability, and peer-to-peer verification without reliance on traditional financial 
intermediaries. Despite these technological advancements, the cryptocurrency 

ecosystem faces escalating cybersecurity risks that threaten the integrity of 
financial data and reporting systems. Cryptocurrency exchanges, digital wallets, 

custodial services, and decentralized finance (DeFi) platforms are increasingly 
targeted by cybercriminals through hacking, phishing schemes, ransomware 

attacks, private key theft, and smart contract vulnerabilities. These cybersecurity 
incidents have profound implications for financial record integrity, including 

unauthorized transactions, asset misappropriation, valuation distortions, and 

inaccuracies in financial statements. Unlike conventional banking systems, 
cryptocurrency transactions are often irreversible, amplifying the financial and 

accounting consequences of cyber breaches. Furthermore, the pseudonymous 
nature of blockchain transactions complicates audit verification, regulatory 

compliance, and internal control processes. As organizations integrate digital 
assets into their financial reporting frameworks, weaknesses in cybersecurity 

governance may undermine stakeholder confidence and market stability. This paper 
critically examines the major cybersecurity threats present in cryptocurrency 

markets and evaluates their direct and indirect impact on the reliability, accuracy, 
and auditability of financial records. It also analyzes existing risk mitigation 

strategies, including multi-factor authentication, cold storage solutions, encryption 
protocols, smart contract audits, and regulatory oversight mechanisms. The study 

concludes that while blockchain technology inherently promotes data immutability 
and transparency, systemic vulnerabilities at exchange, platform, and user levels 

continue to pose substantial risks. Strengthened cybersecurity governance 
frameworks, standardized accounting treatments for digital assets, and coordinated 

global regulatory efforts are essential to ensuring the long-term integrity and 
sustainability of cryptocurrency-based financial systems. 

Introduction 
Cryptocurrency markets have emerged as a transformative force in 

modern financial systems, driven by the rapid advancement of blockchain 
technology and digital innovation. Unlike traditional financial structures that rely on 

centralized intermediaries such as banks and clearinghouses, cryptocurrencies 
operate on decentralized networks that validate and record transactions through 

distributed ledger technology. Digital assets such as Bitcoin and Ethereum enable 
peer-to-peer transactions secured by cryptographic protocols, consensus 

mechanisms, and transparent transaction records. This decentralized architecture 
enhances transaction traceability, data immutability, and operational efficiency, 

positioning cryptocurrencies as a significant innovation in global finance. Despite 

these technological advantages, the broader cryptocurrency ecosystem remains 
highly susceptible to cybersecurity risks. While blockchain networks themselves are 

generally resilient due to cryptographic validation and distributed consensus, 
vulnerabilities frequently arise at the application and user levels. Cryptocurrency 

exchanges, digital wallets, custodial platforms, and decentralized finance (DeFi) 
protocols have become prime targets for cybercriminals. High-profile exchange 

breaches, phishing schemes, ransomware attacks, private key theft, and smart 
contract exploits have resulted in substantial financial losses and compromised 

digital assets worldwide. These cybersecurity incidents raise serious concerns 
regarding the integrity, reliability, and accuracy of financial records.  
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As corporations, financial institutions, and investment 

entities increasingly incorporate cryptocurrencies into 
their balance sheets and financial reporting 

frameworks, any cyber-related disruption can directly 
affect asset valuation, revenue recognition, disclosure 

quality, and audit assurance. Unlike traditional 
financial fraud, cryptocurrency transactions are 

typically irreversible, thereby intensifying the 
accounting and governance implications of 

cyberattacks. 

Furthermore, the pseudonymous and cross-border 

nature of crypto transactions complicates regulatory 
oversight, compliance enforcement, and forensic 

auditing. The growing integration of digital assets into 
mainstream finance necessitates a comprehensive 

examination of cybersecurity vulnerabilities and their 
accounting consequences. Therefore, this paper 

investigates the major cybersecurity risks present in 
cryptocurrency markets and critically evaluates their 

impact on financial record integrity. It further 
explores risk mitigation strategies, internal control 

mechanisms, and regulatory responses aimed at 
safeguarding digital financial information. By 

bridging cybersecurity and accounting perspectives, 
this study contributes to a deeper understanding of 

how emerging technological risks influence financial 
reporting quality and institutional trust in 

cryptocurrency-based systems. 

Literature Review 

1 Blockchain as a Secure Distributed Ledger 

Existing scholarship widely recognizes blockchain 
technology as a secure distributed ledger system built 

on cryptographic hashing, decentralization, and 
consensus mechanisms. The foundational model 

introduced through Bitcoin demonstrates how 
transactions can be verified and permanently recorded 

without reliance on centralized authorities. Through 
mechanisms such as Proof of Work (POW) and Proof 

of Stake (PoS), blockchain networks validate 
transactions collectively, reducing the risk of 

unilateral data manipulation. 
Researchers emphasize that blockchain’s immutability 

enhances financial record integrity because once a 
transaction is confirmed and added to a block, altering 

it would require overwhelming network consensus. 
This characteristic strengthens audit trails, improves 

transparency, and supports real-time verification of 
digital transactions. Furthermore, distributed ledger 

architecture reduces single points of failure commonly 
found in traditional financial databases. 

However, scholars caution that blockchain security is 
often misunderstood. While the core protocol may be 

highly resilient, the broader cryptocurrency ecosystem 
includes multiple external components—exchanges, 

custodial services, wallet providers, APIs, and user 
interfaces—that introduce vulnerabilities. Therefore, 

cybersecurity risks often arise not within the 
blockchain itself, but in the surrounding 

infrastructure. 

2 Exchange-Level Vulnerabilities and Cyber 

Breaches 

Cryptocurrency exchanges serve as critical 

intermediaries, facilitating trading, custody, and 
liquidity provision. Due to the high concentration of 

digital assets stored on these platforms, exchanges 
have become primary targets for cybercriminals. The 

collapse of Mt. Gox in 2014, following the loss of 
approximately 850,000 bitcoins, remains one of the 

most significant cybersecurity failures in 
cryptocurrency history. Similarly, the 2018 hacking 

incident involving Coincheck resulted in the theft of 
hundreds of millions of dollars’ worth of digital 

assets. 
Literature analyzing these cases identifies weaknesses 

such as inadequate internal controls, insufficient 
encryption, poor key management practices, and lack 

of regulatory oversight. These breaches had profound 
implications for financial record integrity, as stolen or 

misreported assets created discrepancies in customer 
account balances, disrupted financial statements, and 

undermined investor confidence. 
Scholars argue that centralized exchanges 

paradoxically reintroduce the very risks blockchain 
aims to eliminate—namely, concentration risk and 

single points of failure. Consequently, while 
blockchain transactions themselves may remain 

immutable, inaccurate or manipulated off-chain 
records can compromise overall financial reporting 

reliability. 

3 User-Level and Wallet Security Risks 

Beyond exchanges, research highlights user-level 

vulnerabilities as significant cybersecurity concerns. 
Digital wallets—whether hot (online) or cold 

(offline)—store private keys required to authorize 
cryptocurrency transactions. Loss, theft, or 

mismanagement of private keys can result in 
irreversible asset transfers. Studies indicate that 

phishing attacks, malware infections, and social 
engineering schemes frequently target users rather 

than blockchain networks. 
These incidents create challenges for financial record 

integrity. When private keys are compromised, 
unauthorized transactions may be permanently 

recorded on the blockchain, yet from an accounting 
perspective, they represent fraudulent or erroneous 

transfers. The irreversibility of such transactions 
complicates financial reconciliation and dispute 

resolution processes. 

4 Smart Contract and DeFi Vulnerabilities 

The growth of decentralized finance (DeFi), largely 
built on platforms such as Ethereum, has introduced 

additional cybersecurity risks. Smart contracts—self-
executing programs that automate financial 

agreements—are designed to reduce human 
intervention and enhance efficiency. However, flawed 

coding, logic errors, and insufficient auditing of smart 
contracts have led to exploits enabling attackers to 

manipulate transactions or drain funds. 
Academic literature emphasizes that while smart 

contracts enhance automation, they also create 

systemic risks due to their immutability once 
deployed. Coding errors cannot be easily corrected 

without significant network intervention. As a result, 
DeFi exploits can cause rapid and large-scale financial 
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losses, affecting asset valuation, revenue recognition, 

and financial disclosures. 

5 Human Error, Governance Weaknesses, and 

Internal Control Failures 
Although blockchain technology enhances technical 

security, it does not eliminate risks associated with 
human behavior and governance structures. 

Researchers highlight that poor internal controls, lack 
of segregation of duties, inadequate cybersecurity 

governance, and system misconfigurations contribute 
significantly to crypto-related financial losses. 

From an accounting perspective, weak governance 
frameworks may result in incomplete transaction 

recording, improper asset classification, or insufficient 
disclosure of cyber risks. Studies suggest that 

integrating cybersecurity risk management into 
enterprise risk management (ERM) frameworks is 

essential to preserving financial record integrity. 

6 Implications for Financial Record Integrity 

The literature collectively indicates that cybersecurity 
risks in cryptocurrency markets extend beyond 

technical breaches to impact financial reporting 
reliability. While blockchain ensures transaction 

immutability, off-chain vulnerabilities, exchange 
insolvencies, and smart contract failures can distort 

asset valuations and compromise audit evidence. 
Thus, the emerging consensus in academic research is 

that blockchain technology alone cannot guarantee 
secure financial record management. Instead, 

comprehensive cybersecurity governance, robust 

internal controls, regulatory oversight, and 
standardized accounting frameworks are necessary to 

ensure the integrity, accuracy, and reliability of 
financial records in cryptocurrency markets. 

3. Cybersecurity Risks in Cryptocurrency Markets 
The rapid expansion of cryptocurrency markets has 

introduced a complex cybersecurity risk landscape. 
Although blockchain networks are designed to be 

secure through cryptographic validation and 
decentralization, vulnerabilities often arise at 

exchange, user, and application levels. These risks 
directly threaten financial stability, investor 

confidence, and the integrity of financial records. 

1 Exchange Hacks 

Cryptocurrency exchanges function as trading 
platforms and custodial service providers, storing 

substantial volumes of digital assets and sensitive user 
information. Because they act as centralized 

repositories within a decentralized ecosystem, they 
represent high-value targets for cybercriminals. 

Major incidents such as the collapse of Mt. Gox in 
2014 and the hack of Coincheck in 2018 illustrate the 

scale of exchange-level vulnerabilities. These 
breaches were linked to weak internal controls, 

inadequate encryption practices, and poor private key 
management systems. 

Security breaches at exchanges can result in: 
Loss of Financial Assets 

When hackers gain unauthorized access to exchange 

wallets, they can transfer digital assets to external 
addresses. Due to the irreversible nature of blockchain 

transactions, stolen cryptocurrencies are often 
unrecoverable. This leads to immediate financial 

losses for users and may result in insolvency or 

liquidity crises for exchanges. 
Inaccurate Account Balances 

Exchange hacks may corrupt internal databases that 
track user holdings. Discrepancies between 

blockchain transaction records and exchange-ledger 
balances can create reconciliation challenges. Users 

may see incorrect balances, incomplete transaction 
histories, or frozen accounts, undermining trust in the 

system. 
Disrupted Financial Reporting 

From an accounting perspective, cyberattacks 
complicate asset recognition and valuation. 

Exchanges and companies holding cryptocurrencies 
may struggle to determine the accurate value of lost or 

stolen assets. Financial statements may require 
restatements, impairment adjustments, or disclosure of 

contingent liabilities, affecting transparency and audit 
reliability. 

2 Phishing and Social Engineering 
Phishing and social engineering attacks target users 

rather than systems. Cybercriminals create fake 
websites, impersonate legitimate exchanges, or send 

fraudulent emails to trick users into revealing login 
credentials or private keys. 

These attacks often result in unauthorized transfers 
that appear legitimate on the blockchain because they 

are signed using valid credentials. Consequently, 
fraudulent transactions may be permanently recorded, 

complicating financial reconciliation. Organizations 

that hold crypto assets face difficulties distinguishing 
between authorized and unauthorized transactions, 

increasing audit complexity and internal control risk. 
Furthermore, social engineering exploits human 

error—highlighting that technological security alone 
cannot eliminate vulnerabilities without proper user 

awareness and governance controls. 

3 Private Key Theft 

Cryptocurrency ownership is determined by control of 
private keys—cryptographic codes that authorize 

transactions. If a private key is lost or stolen, the 
associated digital assets can be transferred without the 

possibility of reversal. 
Private key theft can occur through hacking, malware, 

insider misconduct, or improper storage practices 
(such as keeping keys in unsecured digital 

environments). Because blockchain transactions are 
irreversible, stolen funds cannot be retrieved through 

traditional legal or banking mechanisms. 
From a financial reporting standpoint, private key 

compromise raises serious concerns regarding: 

 Verification of asset ownership 

 Safeguarding of digital assets 

 Internal control effectiveness 

 Disclosure of cybersecurity risk exposure 
Organizations must implement strong custody 

solutions, such as cold storage and multi-signature 
wallets, to protect financial record integrity. 

4 Smart Contract Exploits 
Decentralized finance (DeFi) platforms, largely built 

on networks such as Ethereum, rely on smart contracts 
to automate lending, trading, and asset management 

functions. While smart contracts reduce manual 
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intervention, coding vulnerabilities can create 

systemic risks. 
Attackers may exploit logical errors, reentrancy flaws, 

or insufficient validation mechanisms to manipulate 
transactions or drain funds. Because smart contracts 

are often immutable once deployed, correcting 
vulnerabilities can be difficult and costly. 

Smart contract exploits impact financial records by: 

 Causing sudden asset depletion 

 Distorting revenue and expense recognition 

 Triggering valuation adjustments 

 Creating uncertainty in financial disclosures 

Such incidents demonstrate that automation does not 
eliminate risk; rather, it shifts risk from operational 

error to technical coding integrity. 

5 Ransomware and Malware 

Ransomware and malware attacks target 

organizational systems managing cryptocurrency 
transactions. In ransomware attacks, cybercriminals 

encrypt databases or accounting systems and demand 
payment—often in cryptocurrency—to restore access. 

Malware can: 

 Steal wallet credentials 

 Monitor and redirect transactions 

 Alter accounting records 

 Corrupt financial databases 

When accounting systems managing crypto assets are 
compromised, transaction histories may be altered or 

deleted, affecting the completeness and reliability of 
financial documentation. Even if blockchain records 

remain intact, corrupted internal accounting systems 

can prevent accurate reconciliation. 
Such incidents disrupt financial reporting processes, 

delay audits, and undermine stakeholder confidence. 

4. Impact on Financial Record Integrity 

The rapid adoption of cryptocurrencies has introduced 
new complexities for financial reporting and 

accounting. While blockchain technology provides 
immutable transaction records, cybersecurity risks—

including exchange hacks, private key theft, phishing 
attacks, and smart contract exploits—pose significant 

challenges to the integrity, accuracy, and reliability of 
financial records. The following subsections examine 

the key ways in which these risks impact financial 
reporting. 

1 Data Manipulation and Misstatement 
Cybersecurity incidents can directly lead to 

unauthorized transactions, which may be recorded on 
both blockchain networks and internal accounting 

systems. Since blockchain transactions are 
irreversible, once a fraudulent or unauthorized 

transaction occurs, it permanently affects the ledger. 
The consequences for financial reporting include: 

 Distorted balance sheets: The theft or 
misappropriation of digital assets results in 

discrepancies between actual and reported asset 
holdings. Companies may overstate or understate 

cryptocurrency assets if stolen assets are not 
properly accounted for. 

 Misstated income statements: Unauthorized 
transactions may lead to unrecognized losses or 

fictitious gains if cyber breaches are not detected 

promptly. For instance, assets removed from 

wallets may not immediately be reflected as 
expenses or impairments. 

 Impaired internal controls: Reconciliation 
processes can fail if transaction anomalies go 

unnoticed, reducing the reliability of financial 
data and increasing the risk of intentional or 

unintentional misstatements. 
Scholars highlight that while blockchain immutability 

ensures that transaction history cannot be altered 
retroactively, off-chain systems and internal reporting 

mechanisms are vulnerable to manipulation and errors 
caused by cyberattacks. 

2 Audit Challenges 
Auditing cryptocurrency transactions poses unique 

challenges compared to traditional financial assets: 

 Ownership verification: Determining who holds 

control over a specific cryptocurrency is difficult 
when private keys are compromised, stolen, or 

mismanaged. 

 Valuation and measurement: Auditors must 

assess digital assets’ fair value amid high 
volatility and rapidly changing market 

conditions. 

 Cross-border transactions: Cryptocurrencies 

often operate across multiple jurisdictions, 
complicating compliance with local accounting 

standards and creating difficulties in verifying the 
authenticity and legality of transactions. 

 Limited audit trails for off-chain assets: While 
blockchain provides transparent on-chain 

transaction history, exchanges and wallets may 
maintain internal records that are susceptible to 

alteration or corruption during cyber incidents. 
These audit challenges reduce the assurance of 

financial statements and make it more difficult to 
detect irregularities caused by cybersecurity breaches. 

3 Valuation Volatility 
Cryptocurrency markets are inherently volatile. Price 

fluctuations, combined with losses from cyberattacks, 
increase the complexity of fair value measurement for 

accounting purposes. Key impacts include: 

 Difficulty in impairment assessment: Assets lost 

to cyber theft may require immediate impairment 
recognition, but accurate valuation is challenging 

due to market volatility. 

 Inconsistent asset reporting: The fluctuating 

market price at the time of reporting may lead to 
significant variations in balance sheet values. 

 Investment decision uncertainty: For 
organizations holding digital assets as part of 

their investment portfolio, both volatility and 
cybersecurity risks complicate financial analysis, 

budgeting, and risk management. 
The literature emphasizes that volatility amplifies the 

accounting consequences of cyber breaches, making 
real-time monitoring and valuation critical for 

financial integrity. 

4 Regulatory Compliance Issues 

The absence of standardized global frameworks for 

cryptocurrency accounting and reporting further 
exacerbates the impact of cybersecurity risks: 

https://ewbr.us/


 

 

 

 

 

 

 

 

 
 

 

 

 

 
 

ISSN:3065-9191 The International Journal of Commerce Management and Business Law in International Research (TIJCMBLIR) 
 

 

The International Journal of Commerce Management and Business Law in International Research (TIJCMBLIR) |Volume-3 

Issue-1| february-2026| Website: https://ewbr.us 
366 

 

 

 Inconsistent disclosure practices: Organizations 
may apply different valuation, recognition, and 

disclosure methods, leading to a lack of 
comparability across financial statements. 

 Increased risk of regulatory non-compliance: 
Cybersecurity incidents may expose companies 

to violations of anti-money laundering (AML), 
know-your-customer (KYC), and other reporting 

regulations. 

 Unclear reporting obligations: Many regulators 
have yet to define detailed guidelines for cyber 
incident reporting, leaving organizations 

uncertain about disclosure requirements for 

stolen or manipulated assets. 
Consequently, regulatory gaps increase the likelihood 

that cybersecurity incidents will result in incomplete 
or misleading financial reporting, reducing 

stakeholder confidence. 

5. Risk Mitigation Strategies 

Given the increasing prevalence of cybersecurity 
threats in cryptocurrency markets, organizations must 

adopt a comprehensive set of strategies to safeguard 
financial record integrity. Effective risk mitigation 

requires combining technological measures, 
governance mechanisms, internal controls, and 

regulatory compliance. The following subsections 
provide a detailed discussion of these strategies. 

1 Multi-Factor Authentication (MFA) 
Multi-factor authentication is a critical security 

measure that requires users to provide multiple forms 
of verification before accessing digital assets. 

Typically, MFA combines: 

 Something the user knows (password or PIN) 

 Something the user has (hardware token, mobile 
device) 

 Something the user is (biometric authentication 
such as fingerprint or facial recognition) 

By requiring multiple forms of verification, MFA 
reduces the risk of unauthorized access even if a 

password is compromised through phishing or other 
social engineering attacks. Studies indicate that 

exchanges implementing MFA have significantly 
lower rates of account compromise, thereby 

enhancing the accuracy and reliability of transaction 
records. 

2 Cold Storage for Digital Assets 
Cold storage involves keeping cryptocurrency private 

keys in offline environments that are disconnected 
from the internet. This strategy protects digital assets 

from online attacks, including hacking, malware, and 
phishing. 

 Hardware wallets: Devices specifically designed 
to store private keys securely. 

 Paper wallets: Physical documents containing 
private keys stored in secure locations. 

 Air-gapped systems: Computers or servers 
isolated from internet access for secure key 

management. 
Cold storage is particularly effective for long-term 

asset holding and institutional custodianship. It 
prevents unauthorized transfers, ensuring that 

recorded assets remain intact and verifiable in 

financial records. 

3 Regular Smart Contract Audits 

Smart contracts—self-executing code governing DeFi 
transactions—can contain coding errors or logic 

vulnerabilities. Conducting regular audits of smart 
contracts helps identify: 

 Reentrancy vulnerabilities 

 Logic or calculation errors 

 Security flaws exploitable by attackers 
Auditing ensures that automated transactions are 
executed as intended, protecting digital assets and 

maintaining accurate financial reporting. Several 

cybersecurity firms specialize in smart contract 
verification, providing formal proofs of security and 

functionality. 

4 Encryption and Secure Key Management 

Proper encryption of private keys, wallet backups, and 
transaction records is essential. Secure key 

management involves: 

 Generating strong, unique private keys 

 Storing keys in encrypted formats 

 Implementing multi-signature arrangements 

(requiring multiple approvals for transactions) 

 Regularly updating and rotating keys to minimize 
exposure 

These practices reduce the likelihood of asset theft, 

unauthorized transactions, and inaccurate financial 
reporting. 

5 Blockchain Analytics Tools 
Blockchain analytics platforms can monitor and 

analyze transactions in real time, helping 
organizations detect anomalous activity or potential 

fraud. Key functionalities include: 

 Tracking asset flows and wallet addresses 

 Identifying suspicious transactions linked to 
hacks or money laundering 

 Providing forensic data for audits and regulatory 
compliance 

By leveraging analytics, companies can proactively 
prevent unauthorized transfers, improving the 

reliability and integrity of recorded transactions. 
6 Strong Internal Controls and Segregation of Duties 

Organizational governance is critical in mitigating 
human and operational risks. Strong internal controls 

include: 

 Segregation of duties to prevent concentration of 

authority over assets 

 Periodic reconciliation of on-chain and off-chain 

transaction records 

 Approval workflows for high-value transfers 

 Routine auditing of system access and activity 
logs 

Such controls reduce errors, deter fraud, and ensure 

that cryptocurrency transactions are accurately 

recorded in financial statements. 

7 Compliance with AML and Cybersecurity 

Regulations 
Regulatory compliance forms the backbone of risk 

mitigation in cryptocurrency markets. Organizations 
should: 
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 Implement Anti-Money Laundering (AML) and 
Know Your Customer (KYC) procedures to 

verify user identity 

 Follow cybersecurity guidelines issued by 

regulatory authorities 

 Maintain records for reporting suspicious 

transactions to prevent fraud and illicit activities 
Compliance with these frameworks enhances 

transparency, reduces legal exposure, and strengthens 
confidence in financial reporting. 

8 Regulatory Frameworks and Government 

Oversight 

Governments and regulatory bodies worldwide are 

increasingly developing frameworks to enhance 
oversight of digital asset markets. Examples include: 

 Licensing requirements for cryptocurrency 
exchanges 

 Mandatory cybersecurity and audit standards 

 Guidelines for secure custody and record-keeping 

 Reporting obligations for cyber incidents 

These regulatory measures complement internal 

organizational strategies, creating a multi-layered 
defense system that protects the integrity, reliability, 

and auditability of financial records. 

Research Methodology 

Research Design and Objectives 
The quantitative component of this research employs 

a retrospective observational design combined 
with experimental validation to measure the scale, 

patterns, and consequences of cybersecurity incidents 
affecting financial records. The primary objectives 

are: 
1. Measure loss trends across attack vectors, 

sectors, and time periods 
2. Quantify the impact on transaction integrity and 

record verifiability 
3. Validate detection methods through statistical 

analysis of on-chain data 
4. Assess recovery rates and their correlation with 

record-keeping practices 

2 Descriptive Statistical Analysis 

Calculate key metrics to characterize the cybersecurity landscape: 
Annual Loss Metrics (2023-2025) 

Year Total Losses 
Incide

nts 
Average Loss per Incident YoY Change 

2023 $2.61 billion ~410 $6.37 million — 

2024 $3.01 billion 410 $7.34 million 15.30% 

2025 $4.04 billion 
~200-

248 
$16.3-20.2 million +34.2%  

Figure 1: Annual Cryptocurrency Theft Losses (2023-2025) 
 

 
 
Key Finding: Despite a 51% reduction in incident 

counts (from 410 to approximately 200), total losses 
increased by 34.2%, indicating a shift toward fewer 

but larger-scale attacks 

Conclusion 

Cryptocurrency markets have introduced 
unprecedented innovation in financial systems by 

leveraging blockchain technology for decentralized, 
transparent, and immutable transactions. However, 

despite these technological advantages, the ecosystem 
continues to face significant cybersecurity threats, 

including exchange hacks, private key theft, phishing 
attacks, and smart contract exploits, and ransomware. 

These vulnerabilities are not merely technical 
challenges—they have direct implications for 

financial record integrity, audit reliability, and 
regulatory compliance. 

The study demonstrates that cybersecurity incidents 

can lead to misstated balances, asset losses, delayed or 
inaccurate financial reporting, and impaired audit 

trails. High-profile breaches, such as those affecting 
major exchanges and DeFi platforms, highlight the 

scale and complexity of financial disruption caused by 
cyberattacks. Moreover, the evolving nature of attack 

vectors—particularly human-focused threats like 
social engineering and phishing—exacerbates the risk 

of errors and fraud in financial documentation. To 
address these challenges, organizations must adopt 

multi-layered risk mitigation strategies that combine 
technological, organizational, and regulatory 

measures. Key actions include: 

 Technological safeguards: Multi-factor 

authentication, cold storage, smart contract 
audits, encryption, and blockchain analytics. 

https://ewbr.us/


 

 

 

 

 

 

 

 

 
 

 

 

 

 
 

ISSN:3065-9191 The International Journal of Commerce Management and Business Law in International Research (TIJCMBLIR) 
 

 

The International Journal of Commerce Management and Business Law in International Research (TIJCMBLIR) |Volume-3 

Issue-1| february-2026| Website: https://ewbr.us 
368 

 

 

 Internal governance: Strong internal controls, 
segregation of duties, and systematic 

reconciliation between on-chain and off-chain 
records. 

 Regulatory compliance: Adherence to anti-
money laundering (AML) standards, 

cybersecurity regulations, and reporting 
requirements to ensure transparency and 

accountability. 

The findings underscore that cybersecurity is 
inseparable from financial reporting in cryptocurrency 

markets. Organizations cannot rely solely on 
blockchain immutability; human errors, operational 

lapses, and system vulnerabilities can still 
compromise data integrity. Strengthening 

cybersecurity governance, integrating robust internal 
controls, and fostering compliance with regulatory 

frameworks are essential to safeguarding financial 
data, maintaining investor confidence, and ensuring 

the long-term sustainability of cryptocurrency-based 
financial systems. 

Future research directions include: 
1. Developing standardized accounting frameworks 

for digital assets and cryptocurrency transactions 
to reduce reporting inconsistencies and facilitate 

audits. 
2. Designing advanced blockchain security 

protocols, including AI-driven threat detection 
and automated anomaly reporting, to proactively 

mitigate cyber risks. 
3. Investigating the interplay between regulatory 

compliance, internal control design, and 
technological innovation to identify best 

practices for protecting both digital assets and 
financial record integrity. 

In conclusion, while blockchain provides  
unprecedented transparency, the integrity of financial 

records in cryptocurrency markets depends equally on 

cybersecurity vigilance, robust governance, and 
regulatory oversight. Addressing these challenges is 

vital to unlocking the full potential of digital assets in 
modern finance. 
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