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Ever since its creation by the presumed pseudonymous

SatoshiNakamoto,Bitcoinhasgarneredsignificantattentionasan

innovativeonlinepaymentsystem.Thepurposeofthispaperisto

empiricallyconfirm theexistenceofspeculativenaturewithinBitcoin

asposedinthepreviousliterature,discoverthedegreetowhichthe

participation of a Bitcoin user is dependent on the speculative



opportunitiesin theBitcoin marketand,accordingly,testBitcoin’s

chanceagainsttraditionalcurrency.Usingapaneldatasetfrom one

ofthelargestBitcointradersinAsia,wefindthat$1increasein

arbitragebetweenmarketpricesisassociatedwith0.1morelog-ins

ofusers,thusconfirmingtheexistenceofspeculativenatureamong

users.However,the paperalso suggests thatsuch a portion of

speculativeusersmightnotbeasmuchasdominatingtheentireuser

population.Thefindingsofthepapershow thatthereisconsiderable

numberofuserswhotreatBitcoinnotasashortterm investment

vehicle,butassomethingthattheyintendtowatchoverforalonger

periodoftime.Also,thefindingsreportthattheactualreasonfor

Bitcoin’sincompetenceasaform ofcurrencyagainsttheconventional

toolsoftrademaybeattributabletoitslow levelofnetworkeffects,

notyetfullyformulated.

Keywords: Bitcoin,digitalcurrency,marketviability,networkeffect,

userbehavior,customerparticipation
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1.INTRODUCTION

Since its creation by the presumed pseudonymous Satoshi

Nakamoto,Bitcoin has garnered significantattention as both an

innovativeonlinepaymentsystem andacurrency.Bitcoinoffersan

open source,peer-to-peercryptographicelectronicpaymentsystem

thatoperateswithnocentralauthority(Nakamoto,2008).Byhaving

nocentralauthority,andinsteadoperatingasthefirstdecentralized

cryptocurrency,Bitcoinoffersavastarrayofadvantagesthatarenot

previously foundin any digitalorfiatcurrency.Forexample,the

blockchain system,thecoresystem thatrunsthroughoutBitcoin,

officiallyopenedtheeraofinformationtradebysolvingthehistorical

problem ofdoublespending.Inthiseraofinformationandtechnology,

thecreationandtheexistenceofBitcoinrepresentopportunitiesfor

new possibilities.

Beyondthenominalcontributionstothemarket,Bitcoin,asa

digitalcurrency,positsvalueinitsusageasmoney.Exceedingtotal

marketcapitalizationof3.5billionUSDbySeptember,2015,Bitcoinis

oneofthefew thathasshownactualprogressinestablishingits

statusasrealmoney-usedformakingrealpurchases-amongthe

recentattemptsatdevelopingastableelectronicpaymentsystem.As

the network size ofBitcoin users increases,many multinational

corporations,includingAmazon,Paypal,AlipayandStarbucks,have
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beguntoacceptbitcoins.A widerangeofrealgoods,varyingfrom

dailynecessitiestoluxuries,cannow bepurchasedwiththedigital

currency.Though still limited in its options,Bitcoin functions

successfullyasamedium ofexchange.Moreover,thedigitalcurrency

presents advantages overtraditionaltransaction mediums in some

aspects.Examples include Bitcoin’s instantaccessibility from any

placeintheworld,itslow transactioncosts,andtheabilitytodetect

fraudulentcharges(Van Alstyne,2014),positioning Bitcoin as an

attractivealternativetocreditcards.Withmanypeopleacknowledging

itspotential,Bitcoinisestimatedtoreach4.7millionactiveusersby

theendof2019(Holden,2015).

DespitetheexpandingsizeoftheBitcoinacceptancemarket,the

ongoing debateregarding Bitcoin’sconfusing statusascurrency is

notaboutto cooldown.Is Bitcoin currency? Oris ita mere

investmentmaterial? Dueto massivevolatility in price,which is

inherentindigitalcurrency,thedominantopinionclaimsthatBitcoin

ismoreofaspeculativevehiclethanareplacementtothetraditional

medium oftrade.AstowhetherBitcoinbecomesasupplementto

today’s monetary system or slowly advances toward its

much-anticipateddemiseafterthepricebubblepops,eventheexperts

have varying opinions.A lack ofresearch on this topic is one

possiblecontributingfactortothedebate’scontinuity.
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Thepurposeofthispaperistotestandconfirm theexistence

thespeculativenatureoftheBitcoin marketand furtherexamine

Bitcoin’schanceoftakingholdasalegitimatepaymentsystem.In

doingso,thepapersetsuptwospecificobjectivesandempirically

teststhem accordingly.Thefirstobjectiveofthepaperistodiscover

thedegreetowhichtheparticipationofaBitcoinuserisdependent

on thespeculative opportunities in the Bitcoin market.Is Bitcoin

reallyamerespeculativevehicle,justlikethepreviouslytreasured,

butshortlivedinternetstocksthatonceprosperedonlytomeetits

earlydemise?Orarethereuserswhoareinitforthereasonsother

thanspeculation?Thetypeofaspeculativeopportunitystudiedin

thispaperisthearbitrageopportunity thatoccurswithin Bitcoin

transactions.ThesecondobjectiveofthepaperistotestBitcoin’s

competence against traditional currency.The paper follows the

currency competition modelofDowd and Greenway (1993) and

nominatesthetheoriesofnetworkeffectsandswitchingcostsasthe

keyfactorsincurrencycompetition.Basedontheexistingliterature,

the paperesteems network effectto be the core factorin user

decisionsoftransferfrom aconventionalcurrencytoBitcoin.Two

sets of data are employed in this paper:individualleveluser

transactiondatafrom thelargestKoreanBitcoinexchange,Korbit,

andBitcoinopenmarketdata.Inthefollowingsections,wereview

priorresearchinrelationtothispaper.Wethenproceedtodescribe
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thedatasetusedintheanalysisandsuggesthypothesesfortesting,

followed by the results ofthe analysis.Concluding remarks and

discussionarepresentedinthefinalsection.
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2.LITERATUREREVIEW

Bitcoin is a rising financialvehicle thathas attracted strong

attentionfrom expertsinvariousfields.A numberofscholarshave

showninterestinthetopic,andavarietyofrelevantissues,ranging

from methodstoimprovethestructuralaspectsofBitcoin(Barberet

al.,2012)to fraud regulation (Dion,2013;Plassaras,2013),have

attracted scholars’attention.Theeconomicviability ofBitcoin has

also proven to be an attractive thesis for severalresearchers

(Buchholzetal.,2012;Yermack,2013;Ciaianetal.,2014;Kristoufek,

2013).However,thegeneralattitudeoftheresearcherstowardthe

digitalcurrency’seconomicviabilityisnotquitepositive.Despitea

numberofcompaniesthatacceptBitcoin,researchersseem tobelieve

that Bitcoin’s behavior resembles the behavior of a speculative

investmentratherthanthatofacurrency.ByprovingthatBitcoin’s

pricehasnocorrelationwithconventionalexchangeratesandfurther

identifyingBitcoin’sdistinctionsfrom conventionalcurrency,Yermack

(2013)arguesthatBitcoinbehavesmorelikeaspeculativevehicle

thanacurrency.Buchholzetal.(2012)confirm thespeculativenature

of the digitalcurrency by demonstrating that volatility has a

statisticallysignificantpositiveeffectonpricepriortothepeakofthe

pricebubble.Ciaianetal.(2014)presentthatthelargestdriversof

Bitcoin pricesarethesupply and demand ofthedigitalcurrency
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itself,highlighting Bitcoin’s inherentvolatility in price.Kristoufek

(2013)finds thatBitcoin prices are directly related to investors’

attractivenessinresponse,reflecting thespeculativepurposeofthe

users.Among theresearcherswhohaveinvestigated thetopicof

Bitcoin,orcryptocurrencyingeneral,thereseemstobeconsensus

regardingthespeculativenatureofthedigitalcurrency.Thispaper

primarily aims to contribute to the literature by assessing the

influence ofarbitrage opportunities on the participation ofBitcoin

users.

The second research objective ofthe paperstems from the

followingresearchquestion:IsitpossibleforBitcointoholditsown

againstconventionalcurrency?EvenifBitcoin’sspeculativenatureis

determinednottobeasstrongasexpected,ifusersrefusetouse

Bitcoinoverwhatisalreadyavailabletothem,namelyconventional

currenciesand associated tools,then Bitcoin,despiteitspresumed

advantages,willsoonhavetoclosedown.Onlyafew exceptions,

namely FinTech systems like Paypal,Alipay and other mobile

paymentsystems,havesurvived,andsofar,nonehavesucceededin

replacingtheconventionalcurrencysystem.Isitbecausethecurrent

currencysystem isreallythegreatestcurrencysystem thatcanever

becreated?DowdandGreenway(1993)offeranexplanationtothe

rock-harddominanceofthecurrent,conventionalcurrencyovernew

currenciesthroughnetworkeffectsandswitching costs.Dowdand
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Greenway’s modelon currency competition shows thata better

alternativecurrencyisunlikelytobechosenovertheconventional

paymentsystem when network effects and switching costs are

present.Networkeffectsaretheeffectsoneuserofagoodhasover

thevalueofthatproduct(ShapiroandVarian,1999).Thevalueof

connectingtoanetworkisdependentonthenumberofotherswho

areconnected toit.Positivenetwork externalitieshavealso been

consideredacrossinformationsystems(IS)literature(Kauffmanetal.,

2000;GallaugherandWang,2002;Liuetal.,2011;Burtch,2011).As

morepeopleusethesamecurrency,saidcurrencycanbeexchanged

amongmorepeople,andtherebythevalueofthecurrencyisbound

toincrease.Anotherfactorattributedtotherock-soliddominanceof

theconventionalcurrencyistheswitching cost.Broadly,switching

costreferstothelossassociatedwithchangingproducts,brands,or

suppliers(ThompsonandCats-Baril,2002).Typesofswitchingcosts

includeexitcosts,learning costs,emotionalcosts,and installation

costs,amongmanyothers.Whenswitchingtonew currencies,with

highprobability,learningcostsandexitcostscanariseduringthe

reckoningstageofthenew currency,duringchangesintheunitsin

whichthepricesarequoted,andduringnecessarychangestothe

records(DowdandGreenway,1993;Luther,2013)

One interesting aspect in this fight between Bitcoin and

conventionalcurrencyisthatBitcoinisafinancialsystem whichis
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entirelydependentonitsnetworkofusersandthenetworkeffects

incurred.Unlikeothertoolsofthetrade– namely,gold– Bitcoinis

withoutanintrinsicvalue,anditsvalueisrealizedonlywhenpeople

recognize its value. By offering an explanation of Bitcoin’s

performanceascurrencythroughnetworkeffects,thepaperexamines

Bitcoin’schanceatsurvival.
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3.DATAANDHYPOTHESES

3.1DATA DESCRIPTION

Asbriefly aforementioned,thepaperutilizestwosetsofdata:

Bitcoinopenmarketdataandindividualleveltransactiondatafrom

oneofthelargestBitcoin exchangesin Korea,Korbit.A Bitcoin

exchangeisaplatform from whichbitcoinsareboughtandsold.The

transactedbitcoinscanthenbetransferredtofiatcurrencies,suchas

USdollars,anduserscanalsofreelyinsertfiatmoneyinexchange

forBitcoin.

TheKorbitdatawascollectedforapproximatelyhalfayear,from

July 04,2014,to the present,mid-January 2015.Thenumberof

utilizeddatesrecordsatotalof195days.Theopenmarketdatawas

collected from Quandland Bitcoincharts.com.The data contains

informationonindividualusersandreportsthefinancialbehaviorof

the users accordingly.Positioning useridentifiervariables as the

panelvariable,wehavereformulatedthedatasetintoadailypanel

dataset.Thekeyvariablesareasfollows.

1)Korbitprice:Thedailypriceof1BitcoinonKorbit.Thedaily

priceiscalculatedby averaging thefluctuating Bitcoin transaction

pricesperday.Forstatisticalconvenience,wehavecalculatedthe
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Korbitpriceindollarsfrom theoriginalwonvalueusingexchange

rates.

2)Exchangerate:Thedailywon/dollarexchangerates.

3)Pricedifference:ThedifferencebetweentheBitcoin market

priceandtheBitcoinKorbitprice.Thepricedeviationiscalculated

bysubtractingtheKorbitprice,dividedbythedollar-wonexchange

rate,from theBitcoinmarketprice.

4)Logincounts:Logincountsofauser.

5)Koreanout:Thefrequency(counts)inwhichauserdraws

fiatmoney(Koreandollars)outofhisorheraccount.

6)Platform:A digitalplatform bywhichauserisloggedin.The

base platform is a computerplatform.Otherplatforms thatoffer

KorbitservicesareAPIplatformsandmobileplatforms.

7)Korbitvolume:Thedailytotalamountofbitcoinstradedon

Korbit.

8)Bitfinexvolume:Thedailytotalamountofbitcoinstradedon

Bitfinex.

9)BTCChinavolume:Thedailytotalamountofbitcoinstraded

onBTCChina.

10)OKCoinvolume:Thedailytotalamountofbitcoinstradedon

OKCoin.
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Figure 1. Price gap between the market price and the Korbit price

11)BitStampvolume:Thedailytotalamountofbitcoinstraded

onBitStamp.

12)BTC-evolume:Thedailytotalamountofbitcoinstradedon

BTC-e.

13)Age:Ageofauser.

14)Gender:Genderofauser.
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3.2HYPOTHESES

Inexaminingthedata,itisnotablethatthereisagapbetween

theBitcoinmarketpriceandtheKorbitprice.Thepricegappersists

from theverybeginningoftheservicetothepresent.(Figure1)In

this analysis, we assume that arbitrage opportunities can be

operationalizedbythepricedifference.Thebiggerthegapinprices,

the more speculative,short-term investors willbe interested in

purchasing thedigitalcurrencyforinvestmentpurposes,ofcourse.

Amongtheavailabledata,webelievethatonekeyvariablewhich

summarizestheactivityofauserislog-incounts.Themorethe

userisinterestedin participating inbitcointransactions,themore

often heorshewilllog in.Therefore,webelievelog-in counts

representthedegreeofcustomerparticipation.Followingtheexisting

literature on Bitcoin’s speculative nature,customerparticipation is

expectedinfluencedbyspeculativeopportunities,andusersaremore

likelytologinwhenarbitrageopportunitiesarepresent.

H1a:ThepricegapbetweentheBitcoinmarketpriceandthe

Korbitpriceisdirectlyrelatedtothelog-incountsofaKorbituser.

Althoughnotasspecificaspricegap,theexchangeratecanalso

bean indicatorofspeculativeopportunities.Theexchangerateof

interestinthispaperistheUSD/KRW exchangerate.Ineconomics,

high exchangerates undervaluea currency,in this case,Korean
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currency.HavinganundervaluedKoreandollarmeansanincreasein

thepricedifferencebetweentheBitcoinopenmarketpriceandthe

Korbitprice,thuscreatingmorespeculativeopportunities.Basedon

thesamelogicidentifiedinH1a,log-incountsarelikelytoincrease

asexchangeratesincrease.

H1b:Exchangeratesaredirectlyrelatedtothelog-incountsof

aKorbituser.

Otherthanlog-incounts,oneothervariablethatindicatesthe

degreeofcustomerparticipationisthefrequencywithwhichauser

drawsfiatmoney outofaBitcoin account.Ofcourse,aBitcoin

exchangeisrightfullyequippedwiththefunctionsofexchangingfiat

money forBitcoinsand viceversa.Nevertheless,thosewhotreat

Bitcoinasaspeculativevehicleratherthantheirlong-term financial

toolareexpectedtodraw fiatmoneyoutmoreoften.Thefrequency

of the behavior is anticipated to increase when there are

money-making opportunities present,which in this case are the

arbitrage opportunities represented by the price gap.Ifthe data

inspectionshowsthatthepricegapispositivelycorrelatedwiththe

drawing outcountsoffiatmoney,theKoreandollarinthiscase,

then itmay provideevidenceregarding thespeculativenatureof

Bitcoin users. Based on the existing studies regarding the

opportunisticbehaviorsofBitcoinusers,thepredictionisthatthere
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willbeadirectrelationshipbetweenthepricegapandtheKorean

dollardrawing outcounts.Applying thesamelogicused in H1b,

anotherpredictionisthattheKoreandollardrawingoutcountsare

positivelyrelatedtoexchangerates.

H2a:ThepricegapbetweentheBitcoinmarketpriceandthe

KorbitpriceisdirectlyrelatedtotheKoreandollardrawing out

counts.

H2b:ExchangeratesaredirectlyrelatedtotheKoreandollar

drawingoutcounts

Thestudyincludestheplatform factorbasedontheassumption

thatdifferentplatformsarelikelytoimposedifferentinfluenceson

fiat money drawing out counts. Each of the three platforms

(Computer,API,andMobile)providesuserswithdifferentdegreesof

accessibility. Based on the existing literature that argue the

speculativenatureofBitcoin users,itishypothesized thataccess

throughmobileplatformswillhaveastrongerrelationshipwithfiat

money drawing outcountscompared tootherplatformswith less

immediateaccesstotheBitcoinexchange.

H2c:Access through mobile platforms is directly and more

stronglyrelated to KRW dollardraw-outcountsthan theaccess

throughcomputerplatform
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H1 and H2 function as the indicators ofthe firstresearch

objective of the study: the relationship between Bitcoin user

participationandspeculativeopportunities.Asforthesecondresearch

objectiveofthestudy,testingforBitcoin’scompetencyagainstthe

conventionalcurrency,thispaperadoptsDowdandGreenway’s(1993)

perspective on technology acceptance and its two primary

components:networkeffectsandswitchingcosts.TakingonLuther’s

(2013)pointofview thatswitching costsrelated to Bitcoin may

actuallybemanageable,thispaperaimstoexaminetheexistenceof

networkeffectswithinBitcoinanditsstrengthagainstconventional

currency.DuetotheverydefinitionofBitcoin,itonlymakessense

thatnetwork effects are presentwithin the Bitcoin market.To

demonstratetheexistenceofnetworkeffectswithinBitcoin,thetotal

volumeofbitcoinstradedineachofthetopfiveBitcoinexchanges

arebroughtintotheequation.ThetopfiveBitcoinexchangesare

BTCChina,Bitfinex,BTC-e,BitStamp,and OKCoin.Basedon the

last30 days’transactions,bitcoin amounts traded in BTCChina

representupto48% oftheentirebitcoin volumeavailableinthe

market,followedbyBitfinexwitha22% portion,BTC-ewith7%,

andBitStampwith7%.AlthoughOKCoindoesnotappearonthe

Bitcoinvolumedistributionchartsasoneofthemajorplayers,in

recentdays,OKCoinhasrecordedthehighestaverageBitcoinprice

andBitcoinstradedperday.ThetotalamountsofBitcoinstradedin
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thesefiveexchangesrepresentmorethan84% oftheentireBitcoins

available.Taking this into account,financialbehaviors thatoccur

withinthesefiveexchangesappeartobeacloserepresentativeofthe

Bitcoinmarket.Thepredictionisthattheincreaseinthevolumeof

bitcoinstradedintheseexchangesalsohasapositiveinfluenceon

thelog-infrequency.Ifsuchapatternisobserved,itmayprovide

empiricalsupportfortheexistenceofnetwork effects within the

Bitcoinmarket.

H3:Duetonetworkeffects,theamountofbitcoinstradedinthe

majorBitcoinexchangeshaveadirectrelationshipwiththelog-in

frequencyofKorbitusers.

Nevertheless, considering Bitcoin’s current status in the

competition againstconventionalcurrency,itis expected thatthe

strengthofthenetworkeffectisnotasstrongasfirstpredicted.
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4.MODEL

WeestimatetheeffectofPriceGap,KorbitPriceandExchange

Ratesonusers’log-infrequencytotesttheinitialhypothesis.We

controlthe observed characteristics of users using the dummy

variables ofage and gender.Further,ourestimation incorporates

fixedeffectsforusersinordertoconsiderunobservedcharacteristics

of individualusers.Equation 1,presented below,captures our

econometric modelforHypothesis 1.In this equation,users are

indexedbyi,andtimeisindexedbyt.Ontheotherhand,Equation

2isaneconometricmodelforHypothesis2.

LoginCountsit=

β0 + β1(PriceGapit)+ β2(KorbitPriceit)+ β3(ExchangeRatesit)+

δ1(Agei)+ δ2(Genderi) + ai(user fixed effecti) + ℇit

(1)

FiatMoneyDrawingOutCountsit=

β0 + β1(PriceGapit)+ β2(KorbitPriceit)+ β3(ExchangeRatesit)+

δ1(Platformit)+ δ2(Agei)+ δ3(Genderi)+ai(userfixed effecti)+ℇit

(2)
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Additionally,fortheidentificationofnetworkeffects(Hypothesis

3),we incorporate the variables oftransaction volumes ofother

bitcoinmarketplaces.Sincebothdependentvariablesutilizedinthis

paperarecountvariables,toconfirm forthevalidityoftheanalyses,

fixedeffectsPoissonregressionsarecarriedoutaswell.
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5.RESULT

The results are demonstrated in the tables below.Table 1

examineswhetherthepricedifferencebetweenthemarketpriceand

theKorbitpriceinfluencesBitcoinuserparticipation.Noticethatin

allmodels,theageandgenderoftheusersaretakenintoaccount

andcontrolledfor.Weeklyinformationinwhichtheeventstookplace

wassoughttobecontrolledfor,butasthereexistsexpansionofthe

marketbasedonthepassageoftime,incorporatingaweeklyvariable

wasonlyconsideredforandnotincludedinthemodel.Column(1)of

Table1inspectsatotalof376users,whereascolumn(2)ofTable1

omitsuserdatawithonlyoneraw andreportson303userswhoare

actuallyparticipatingintheBitcoinsociety.Hypothesis1apredictsa

directrelationship between the levelofprice deviation and user

log-infrequencies.Thispathisfoundtobestatisticallysignificantin

bothmodelsconducted(Table1column1:β=0.1020,p<0.001,Table1

column2:β=0.0241,p<0.001).Therefore,Hypothesis1aissupported.

With regard to Hypothesis 1b,the prediction that user log-in

frequenciesaredirectlyinfluencedbyexchangeratesissupportedas

well(Table 1 column 1:β=0.0249,p<0.001,Table 1 column 2:

β=0.0120,p<0.001).Although notpreviously hypothesized,Korbit’s

Bitcoin price demonstrates a statistically significant inverse

relationshipwith log-in frequencies.ThisconfirmsH1awith more
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VARIABLES (1) Fixed Effects (2) Poisson
Price Gap 0.1020*** 0.0241***

(0.0025) (0.0015)
Korbit Price -8.76e-06*** -3.74e-06***

(2.22e-07) (1.50e-07)
Exchange Rates 0.0249*** 0.0120***

(0.0006) (0.0004)
Age (Yes) (Yes)

Gender (Yes) (Yes)
Observations 5,108 5,035

R-squared 0.682
Number of id 376 303

credibilitybecauselow KorbitPriceisexpectedtoleadtoahigher

pricedifference.

DependentvariableistheLog-inCounts.Standarderrorsinparentheses,

***p<0.01,**p<0.05,*p<0.1

Table1.ArbitrageChancesandCustomerParticipation

OntoHypothesis2,Table2investigatestherelationshipbetween

thepricegapandthefiatmoneydrawingoutfrequency.AsinTable

1,thefirstcolumnofTable2reportsresultsfrom conductingfixed

effectsregression,andthesecondcolumnofTable2reportsresults

from conducting Poisson fixed effectsregression models.Both the

findingsincolumn(1)andthefindingsincolumn(2)show thatthe

pricegapbetweentheopenmarketBitcoinpriceandtheKorbitprice

isdirectlyrelatedtothefiatmoneydrawingoutfrequency.However,

bothresultshavehighp-values,andHypothesis2a(Table2column

1: β=0.0016,p>0.1,Table 2 column 2: β=0.0098,p>0.1) is not
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VARIABLES (1) Fixed Effects (2) Poisson
Price   Gap 0.0016 0.0098

(0.0012) (0.0068)
Exchange   Rate 0.0018*** 0.0136***

(0.0002) (0.0015)
API platform 0.0015 0.0935

(0.0789) (0.5640)
Mobile platform 0.0126 0.2270

(0.0606) (0.2970)
Age (Yes) (Yes)
Gender   (Yes) (Yes)
Observations 5,108 4,377
R-squared 0.1080
Number of id 376 185

statistically supported. However, Hypothesis 2b is statistically

supportedinboththefixedeffectsregressionandthePoissonfixed

effectsregressionmodels(Table2column1:β=0.0018,p<0.001,Table

2 column 2: β=0.0136,p<0.oo1).The findings confirm a direct

relationship between exchange rates and fiatmoney drawing out

frequencies.

DependentvariableistheKRW DrawOutCounts.Standarderrorsin

parentheses,***p<0.01,**p<0.05,*p<0.1

Table2.ArbitrageChancesandCustomerReactionbyDrawing

FiatMoneyOut

Otherthanthehypothesizedpredictions,Table2alsoinspectsthe

roleofplatformsonthefiatmoneydraw-outfrequency.Theplatform

factorisconsideredbasedontheassumptionthatdifferentplatforms

arelikelytoimposedifferentinfluencesonlog-infrequencies,because
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eachplatform providesuserswithdifferentdegreesofaccessibility,

especially considering the fact that users are acting on their

speculativenature.A mobileplatform,forexample,now promises

greateraccessibilitytotheBitcoinmarket,Bitcoinwallet,andBitcoin

accountsthanotherplatforms,thankstothewidespreadadoptionof

smartphones.However,Table2showsthataccessthroughdifferent

platformsisnotrelatedtofiatmoneydraw-outfrequencies.Hadthe

BitcoinusersonlyperceivedBitcoinasaspeculativeinvestmenttool,

themobileplatform wouldhavehadevengreaterinfluenceoverthe

fiatmoneydraw-outfrequencies.Thefindingsfrom Table2suggest

thatBitcoin’sspeculativenaturemightnotbeasstrongasexpected.
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VARIABLES (1) Fixed Effects (2) Poisson
Korbit   Volume 0.0027*** 0.0009***

(0.0001) (5.22e-05)
Bitfinex   Volume 1.11e-05*** 2.58e-06***

(7.43e-07) (2.32e-07)
BTCChina   Volume -0.0059*** -0.0021***

(0.0004) (0.0002)
OKCoin   Volume 0.0008** 0.0002

(0.0004) (0.0002)
BitStamp   Volume 0.0051*** 0.0019***

(0.0004) (0.0002)
BTC-e   Volume 0.0035*** 0.0011***

(0.0004) (0.0002)
Age (Yes) (Yes)
Gender (Yes) (Yes)
Observations 5,108 5,035
R-squared 0.3130
Number of id 376 303
DependentvariableistheLog-inCounts.Standarderrorsinparentheses,

***p<0.01,**p<0.05,*p<0.1

Table3.ThePresenceofNetworkEffectswithintheBitcoin

Market

Recognizing the possibility that Bitcoin’s inherent nature in

speculativeinvestmentsmightnotbeasstrongasanticipated,Table

3 inspects the existence and the strength of network effects,

representing Bitcoin’schanceatbecoming realmoney and lasting

overthelong-term.H3ispartially supported,asallofthemajor

exchanges and their transacted volume of Bitcoins except for

OKCOIN impose statistically significantinfluence upon a user’s

participation in theBitcoin market.Anotherfactorstanding outis
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that the exchange volumes of BTCChina have significant,yet

negativeimpactonthelogincountsofKorbitusers.Thiscouldbe

usedtoarguethatnetworkeffectsexistwithinBitcoin,butnotsuch

effectdoesnotseem tobestrong.Thiscouldbethecauseofthe

currentlyweakstatusofBitcoinascurrency.
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6.DISCUSSIONANDCONCLUSION

Many experts have commented on the economic viability of

Bitcoin.Thispaperaddstotheliteraturebyapproachingthetopic

throughanempiricalanalysiswithindividual-levelBitcointransaction

data.Thedominantview amongresearchersregardingBitcoinmarket

viability isthatthenatureofBitcoin is speculative,and Bitcoin

wouldexperiencedifficultiesinasassumingtheroleofalegitimate

currency.Thefindingsinthispaperconcurwiththedominantview

thatthenatureofBitcoinisspeculative,butatthesametime,the

findingsofthepapersuggestthatsuchaspeculativenaturemight

notbeasstrongasdominatinguserbehaviorsentirely.

Thegoalofthispaperistodiscoverthedegreetowhichthe

participation of a Bitcoin user is dependent on the speculative

opportunitiesintheBitcoinmarketandexamineBitcoin’scompetence

againsttraditionalcurrency.By conducting fixedeffectsregression

andPoissonfixedeffectswithapaneldatasetfrom Korbit,thepaper

discoversthatcustomerparticipationinBitcoinisindeedspeculative

andshowsthat$1increaseinarbitragebetweenmarketpricesis

associatedwith0.1morelog-insofusers.Suchspeculativeintention,

however,isdiscoveredtobenotasstrongasbeingthesolereason

inparticipatinginBitcoinmarket.Thepaperfindsthataccessingto

Korbitwebsite through differentplatforms is notrelated to fiat
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moneydraw-outfrequenciesofusers.Ifithadbeenthecasethatthe

BitcoinusersonlyperceivedBitcoinasaspeculativeinvestmenttool,

themobileplatform,aplatform withfasterspeedandhighmobility,

wouldhavehadevengreater,statisticallysignificantinfluenceover

thefiatmoney draw-outfrequenciescompared tootherplatforms.

ThepaperutilizesDowdandGreenway’s(1993)modelofcurrency

acceptance and demonstrates thatthe actualreason forBitcoin’s

incompetenceasaform ofcurrencyagainsttheconventionaltoolsof

trademaybeattributabletoitslow levelofnetworkeffects.

Theresearchfindingssuggestanew directionofsurvivalfor

Bitcoin,orcryptocurrenciesingeneral.Byactivelyutilizingmethods

toattractusersand forming astrong network,Bitcoin and other

cryptocurrenciesmay stand abetterchanceoftaking holdin the

currencymarket.

Oneofthepossibledirectionsformaking furthercontributions

involves delving deeperinto the network effects ofBitcoin.The

resultsoftheanalysisshow thattherearenetworkeffectsamongthe

majorBitcoinexchanges.ThetradingvolumeofBTCChina,however,

behavesdifferentlyfrom therest,despiteitsstatusasthebiggest

Bitcoinexchangethatcoversupto48% oftheBitcoinsavailableon

themarket.Beforeconductingthisanalysis,thespeculationwasthat

transactions in BTCChina would directly affectthe behaviors of
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Korbitusers.The actualresults ofthe study instead revealan

inverserelationship.Delvingdeeperintotheissueandinspectingon

how theusersofthebiggestplatform ofBitcointreatthedigital

currency could lead to helpfulinsights.Anothersuggestion is a

carefulexaminationofBitcoin-relatedeventsandhow suchevents

affectthebehaviorsofparticipants.By determining theextentto

which the media and related events affectthe levelofcustomer

participation,anactualportionofuserswhoareinthemarketfor

reasonsotherthanquickinvestmentsmaybeidentified.Throughthe

identificationofloyalparticipants,variouspoliciesthatpromotethem

to become the hubs ofnetworks could be installed,leading to

strongernetworks.

However,theseresearchfindingsfocusononlyonesideofDowd

and Greenway’s(1993)model.When switching tonew currencies,

DowdandGreenway(1993)explainthatlearningcostsandexitcosts

canoccurduringthereckoningstageofthenew currency,during

changesin theunitsin which thepricesarequoted,and during

necessary changes in records. This paper takes on Luther’s

perspectivethatswitchingcoststoBitcoincouldbesufficientlylow

andfocusesonnetworkeffects.Still,byincorporatingswitchingcosts

intofutureresearch,morecompletecontributionswouldresult.
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Asoneofthefew digitalcurrenciesthathavelastedlongenough

toattracttheinterestofresearchers,Bitcoinpointstopossibilitiesfor

anew future.ThroughoutthestudiesofBitcoinanditsecosystem,it

isclearthatfinancialvehicleswillbetteradapttothisever-changing

societyoftechnologiesastimegoeson.
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국문 초록

Bitcoin의 시장가능성과 전자화폐의

투기성에 대한 실증분석

2008년에 사토시 나카모토에 의해 고안된 이래로,비트코인은 혁신적인

전자거래시스템이자 전자화폐로서 전 세계 사람들의 이목을 끌어 모았

다.본 논문은 기존 문헌에서 제기되었던 비트코인의 투기성의 존재를

실증적으로 확인하고자 하며,나아가 비트코인의 투기기회가 유저 참여

및 행동 전반을 지배하는 정도 역시 실증적으로 분석하고자 한다.또한,

이러한 분석을 기반으로 비트코인이 전통적인 화폐구조에 대항하여 가지

고 있는 경쟁력을 파악하고,해당 경쟁력을 강화시키기 위해 해야 할 행

동 지침을 제공하고자 한다.본 연구는 국내 최대규모의 비트코인 거래

소 Korbit의 개인레벨 패널 데이터를 이용하여 진행되었으며,재정거래

기회가 미화 1달러만큼 증가할 때,비트코인 유저의 로그인 수는 0.1번

더 증가하는 것을 밝혀냄으로서 비트코인의 투기적 성향을 실증적으로

확인하였다.하지만,본 연구에서는 추가적 분석을 통하여 비트코인 유저

전체가 투기적 성향을 띄고 있는 것은 아님을 확인하였으며,비트코인을

단기투자품목으로서가 아니라 장기적으로 지켜보고 있는 유저의 수 역시

상당함을 증명하였다.또한,본 연구는 비트코인의 화폐경쟁력이 부족한

원인을 네트워크 효과의 부족으로 제시하였다.비트코인 간 네트워크 효

과를 강화시킴으로서 비트코인은 보다 더 큰 화폐로서의 경쟁력을 얻을
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수 있을 것이다.

주요어: 비트코인,전자화폐,시장경쟁성,네트워크 효과,고객 행동,

고객 참여

학번:2014-20398


	1. INTRODUCTION
	2. LITERATURE REVIEW
	3. DATA AND HYPOTHESES
	3.1 DATA DESCRIPTION
	3.2 HYPOTHESES

	4. MODEL
	5. RESULT
	6. DISCUSSION AND CONCLUSION
	REFERENCES
	Appendix
	Appendix 1: Bitcoin Trading Volume of Korbit Trading Exchange
	Appendix 2: Existence of Price Gap

	국문 초록


<startpage>6
1. INTRODUCTION 1
2. LITERATURE REVIEW 5
3. DATA AND HYPOTHESES 9
 3.1 DATA DESCRIPTION 9
 3.2 HYPOTHESES 12
4. MODEL 17
5. RESULT 19
6. DISCUSSION AND CONCLUSION 25
REFERENCES 29
Appendix 32
 Appendix 1: Bitcoin Trading Volume of Korbit Trading Exchange 32
 Appendix 2: Existence of Price Gap 33
±¹¹® ÃÊ·Ï 34
</body>

