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Abstract - Bitcoin is defined as digital money within a decentralized peer-to-peer payment network. It is considered as a 
hybrid between precious metals with intrinsic value and fiat currency backed by a monetary authority. It is a cryptographic 
currency which has gone through lot of spectacular developments leading to lot of academic attention. This paper 
investigates to answer the question whether bitcoin is an investment asset which offers diversified benefits to the investors or 
it can also be stated as whether bitcoin possess hedge or safe haven properties.  The study of recent literature shows that 
bitcoins are mainly used as an investment rather than as an alternative currency. It is found to be useful for risk management 
as portfolio optimization. Bitcoin is considered one of the reasons for 2017 to be the terrific year for the equity markets after 
2008-2009. The demand for bitcoins increased drastically even if when investor cannot spend bitcoins at offline store or 
online. Overstock.com was the first big online retailer which starts accepting bitcoins in January 2014. 
Blockchain (BC), is the technology behind the Bitcoin crypto-currency system, which is considered to be both alluring and 
critical for ensuring enhanced security and privacy for diverse applications in many other domains - including in the Internet 
of Things (IoT) eco-system. Intensive research is currently being conducted in both academia and industry applying the 
Blockchain technology in multifarious applications. 
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Charlie Munger of Berkshre Hathway Inc. said, 
“Avoid Bitcoin like the plague” 
As an investor a big question in mind whether to 
invest in the scheme or not. Before answering the 
question one should know about investment. 
 
INVESTMENT CONCEPT: 
Investment can be defined as the process of 
“sacrificing something now for the prospect of 
gaining something later”. In this definition there are 
three dimensions: time, today’s sacrifice, & 
prospective gain. For example: An individual 
deposits Rs.5, 000 in a post office savings account. In 
this example individual sacrifice Rs. 5,000 now for 
the prospect of getting a larger amount later due to 
interest earned on the savings account. 
 
The three golden rules for all investors are: 

 Invest early 
 Invest regularly 
 Invest for long term and not short term 

 
The following are the various other important 
objectives of investment. 

 To earn return on idle resources 
 To generate a specified sum of money for a 

specific purpose in life. 
 To make a provision for an uncertain future 
 To meet the cost of inflation 
 To cope up with the rising cost of living 
 To secure futuristic goals. 
 To make an additional income. 
 To expect growth in wealth. 
 To get safe from social disorder. 
 To plan an investment programme for 

getting Tax benefits. 

INVESTMENT CLASSIFICATION: 

 
 
INVESTMENT PROCESS: 
 
The investment process describes the various steps 
which an investor has to follow while making 
investments so that one can earn risk free high return 
continuously for long term. This process helps 
investor to know the following things: 

 When to invest? 
 Where to invest? 
 How much to invest? 

 
A five step procedure for making these decisions 
forms the basis of investment process: 
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INVESTMENT VS SPECULATION 
 
This distinction helps to identify the role of the 
investor & speculator. The investor constantly 
evaluates the worth of invested amount whereas the 
speculator is interested in market & price movements. 
Investment is distinguished from speculation in the 
following ways: 
 

Investment Speculation 

Investments are carefully 
thought out decisions. 

Speculative investments on 
the other hand are not 

carefully thought decisions. 

Consistent expected returns. No consistent expected 
returns. 

No risk involved or 
calculated risk exists. 

Risk assumed is 
disproportionate to the 

expected return. 
Investments are made for 

long term. 
Speculation is done for high 
return in short span of time. 

Example: Dividend income 
on purchase of share. 

Example: Rise in price 
expectations in share prices. 

 
BITCOIN CONCEPT: 
A bitcoin is a virtual currency first introduced in the 
year 2008 by an anonymous group called Satoshi 
Nakamoto. It’s an open source peer-to-peer 
cryptographical system (direct connections without 
an intermediary) where transactions happen through a 
public ledger called blockchain, handling users’ data 
anonymously. Eight years since its introduction, 
bitcoin is today the most widely used and accepted 
digital currency. 
 
Below is some other of cryptocurrencies that exist: 
1. Ethereum – Ethereum is the second most 

famous name in the virtual currency market. It 
somewhat similar to the concept of bitcoins 
however it possesses some additional attributes. 

2. Ripple – Ripple is more in the nature of a 
payment protocol created and developed by a 
company named Ripple, which is based on the 
concept of Real time Gross Settlement. 

3. NEM – Similar to bitcoin, NEM is also a peer-
to-peer blockchain platform launched in the year 
2015. 

4. Litecoin – Initially introduced in the year 2011, 
litecoin is mostly identical to bitcoin. 

 
THE CURRENCY OF DIGITAL ERA - 
BITCOIN 
The first electronic currency came into existence in 
the late 1980s, while Bitcoin was launched in 2009 by 
pseudonymous Satoshi Nakamoto as the first 
successful decentralized cryptocurrency (Nakamoto, 
2008).  A cryptocurrency can be defined as a virtual 
coin that functions much like a standard currency, 
enabling users to provide virtual payment for goods 
and services free of a central trusted authority. 
Cryptocurrency facilitate the users to exchange value 

digitally without intervene of third party. It works on 
the theory of solving encryption algorithms to create 
unique hashes of finite number. Then the network of 
computers verifies transactions and the users can 
exchange hashes like physical currency. 
Cryptocurrencies rely on the transmission of digital 
information, utilizing cryptographic methods to 
ensure legitimate, unique transactions. 
Bitcoin is a virtual currency that enables users to 
transact with the coin electronically on a peer-to-peer 
network. It is not controlled by government or other 
financial institutions; its decentralized an 
uncontrolled framework is one of the important 
factors to its popularity. It is based on the blockchain 
technology which leads it to establish as the leader of 
cryptocurriences. The advantages of this technology 
such as high liquidity, lower transaction costs, ease of 
use, fast transactions etc. increase its attractiveness 
globally. Due to the increase in popularity of Bitcoin, 
the technology behind it has become the area of 
interest for academicians and entrepreneurs (Andy 
Extance, 2015). The blockchain technology is 
immensely affecting the working of financial services 
and banks (Kumar Santosh, 2018). 
 
It is a virtual investment not the actual investment. It 
does not cover: 

 any planning, 
 no predictability, 
 no easy calculations, 
 no credibility, 
 no track records, 
 no tax benefit, 
 Discouraged by Government. 
 No reversible transaction if wrongly credited 

as no regulation 
 
So, we can say that it’s just like gambling or 
speculation not investment. 
 
SHOULD WE INVEST IN BITCOIN? 
Yes you can invest in Bitcoin if you have: 

 Extra personal disposable income 
 Extra surplus money other than savings 
 If you have extra time for market 

accessibility not long term but for short 
term. 

You can also invest in it if you want: 
 Money laundering 
 Illegal activity 
 Tax evasion 
 To be hacker 
 To run black market 

 
ROLE OF RBI: 
Investor protection is an important consideration 
behind banning trade in cryptocurrencies such as 
bitcoin and ripple in India, said the Reserve Bank of 
India (RBI) in a two-page response to the Internet and 
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Mobile Association of India (IAMAI). In April 2018 
the Reserve Bank of India (RBI) placed a ban on 
banks from dealing with organisations related to 
cryptocurrencies. The government, too, has issued 
periodic warnings about the perils of doing business 
on virtual currencies. But so far regulators have 
refrained from according them a legal or illegal 
status. 
After the RBI’s response came, after the Supreme 
Court of India heard a writ petition challenging the 
central bank’s decision to cut the banking system’s 
ties with cryptocurrency exchanges. In its order, the 
Supreme Court had asked the central bank to respond 
to the petition within a week and give a view for 
disallowing cryptocurrency trades through regulated 
financial channels. 
The bank has fallen back on investor protection as its 
central argument to say that cryptocurrency trading 
can be harmful for people who aren’t aware about the 
nuances and there is a possibility of large losses,” 
said a source. It is also expected that the RBI had also 
sought to “ring-fence” gullible consumers and 
investors from cryptocurrency-based scams, which 
have been reported internationally. 
Additionally, the central bank seems to have 
reiterated its stand that there’s no intrinsic value in 
cryptocurrencies and there’s a chance of illegal 
trading happening through them, as has been reported 
for a while now. 
The bank added volatility in the prices of 
cryptocurrencies could not be predicted because a 
very small fraction of these currencies were traded 
daily. 
The central bank has also been arguing there’s a 
security risk because the wallets are stored 
electronically where the currencies are kept. This 
makes them vulnerable to hacking, passwords being 
stolen, malware attacks, etc. 
Despite all limitations, India ranks among the top 5 
countries of the world, from the perspective of share 
of currency held (although these cannot be traded 
currently) this is at 44 percent of the world’s share. 
In response to the RBI banking ban, a number of 
crypto exchanges in the country have set up peer-to-
peer (P2P) services. 

 

Koinex launched its P2P platform called Loop on 
July 17. “Loop is a peer-to-peer fiat to crypto trading 
platform where registered users can trade in cryptos 
with other registered users in INR,” the exchange 
described. 
“To ensure user safety, a built-in escrow system is 
employed which releases the cryptocurrency only 
after the seller double confirms the exact payment of 
the trade.” The service currently offers the buying 
and selling of BTC, ETH, and XRP without network 
or transaction fees. 
 
CONCLUDING DISCUSSIONS 
 
It can be concluded that bitcoin has characteristics 
that allow it to function as money and make it a 
useful payment method. It is comparatively simple to 
transfer bitcoin to other people or businesses, even 
for international transactions. On the other hand, 
other aspects of bitcoin make it less desirable for 
everyday transactions, including security problems 
and volatile price fluctuations. The value of currency 
is determined by supply and demand. Whereas in the 
case of bitcoin its the demand for bitcoin which has 
raised people speculation on its future value, the 
supply of bitcoin is set to raise at an inflexible, 
predetermined rate. As a result, as demand for bitcoin 
has fluctuated, so has its price. This price 
unpredictability has destabilized bitcoin’s ability to 
serve as a store of value. In today’s current state if 
you are buying bitcoins, you are speculating on price 
and perhaps involved in the latest investment fad. 
Warren Buffet said, “A simple rule dictates my 
buying: Be fearful when others are greedy, and be 
greedy when others are fearful.” 
In contrast, government in India has banned the 
transactions of bitcoins within the country. While the 
characteristics of bitcoin as a financial asset have 
pinched the interest of many and created the potential 
for financial loss. It is difficult for the people 
investing in bitcoin to understand the thin line 
between money and financial asset. Today, the 
excitement for the purchase of bitcoin is as a financial 
investment, not using it as money to buy goods and 
services. Weighing in on the issue, former Federal 
Reserve Chair Janet Yellen said that Bitcoin is “not a 
stable source of store of value, and it doesn’t 
constitute legal tender”; in her judgement, Bitcoin “is 
a highly speculative asset.” 
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