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Bitcoin, the world’s first and most prominent cryptocurrency, underwent a
significant upgrade known as Taproot in November 2021. This upgrade is considered
one of the most important improvements since Bitcoin’s inception, introducing changes
that enhance privacy, efficiency, and smart contract functionality.

At its core, Taproot is a soft fork upgrade, meaning it is backward compatible
with previous Bitcoin versions. The primary goa of Taproot is to improve the way
transactions are processed and recorded on the blockchain. One of Taproot's main
features is the introduction of Schnorr signatures, a new type of cryptographic signature.
Compared to the older elliptic curve digital signature algorithm, Schnorr signatures are
more compact and efficient. They allow for signature aggregation, meaning multiple
signatures can be combined into a single one, reducing the amount of data stored on the
blockchain. This increase in efficiency translates to lower transaction fees and faster
processing times.

Another key benefit of Taproot is enhanced privacy. Previously, complex
transactions—such as those involving multi-signature wallets or the use of smart
contracts—could be distinguished from regular transactions on the blockchain. With
Taproot, all transactions, regardless of complexity, appear identical to outside observers,
making it much harder to determine the type of activity taking place. This privacy
improvement does not make Bitcoin anonymous, but it does obscure some details of
user behavior.
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Taproot also lays the groundwork for more advanced smart contracts. These are
programmable agreements that execute automatically when certain conditions are met.
With Taproot, these contracts become more efficient and private, allowing developersto
create innovative financia applications directly on Bitcoin.

The activation of Taproot was broadly supported by the Bitcoin community, with
miners and nodes signaling their approval through a collaborative process. As a resullt,
the new upgrade makes Bitcoin transactions not only faster and cheaper, but also more
private and flexible, ensuring the network continues to evolve alongside the needs of its
users.

Read more articles: bip39-phrase.com/blog/
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