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INTRODUCTION




Introduction

A cryptocurrency is a digital or virtual currency that is
secured by cryptography, which makes it nearly impossible
to counterfeit or double-spend. Many cryptocurrencies are
decentralized networks based on blockchain technology a
distributed ledger enforced by a disparate network of
computers. A defining feature of cryptocurrencies is that
they are generally not issued by any central authority,
rendering them theoretically immune to government
interference or manipulation. Cryptocurrencies are systems
that allow for secure payments online which are
denominated in terms of virtual "tokens," which are
represented by ledger entries internal to the system.
"Crypto" refers to the various encryption algorithms and
cryptographic techniques that safeguard these entries, such
as elliptical curve encryption, public-private key pairs, and
hashing functions

BEGINNING

The first blockchain-based cryptocurrency was Bitcoin,
which still remains the most popular and most valuable.
Today, there are thousands of alternate cryptocurrencies
with various functions and specifications. Some of these are
clones or forks of Bitcoin, while others are new currencies
that were built from scratch.

Bitcoin was launched in 2009 by an individual or group
known by the pseudonym "Satoshi Nakamoto." As of March
2021, there were over 18.6 million bitcoins in circulation with
a total market cap of around $927 billion. Some of the

7




competing cryptocurrencies spawned by Bitcoin’s success,
known as "altcoins," include Litecoin, Peercoin, and
Namecoin, as well as Ethereum, Cardano, and EOS. Today,
the aggregate value of all the cryptocurrencies in existence
is around $1.5 trillion Bitcoin currently represents more than
60% of the total value.

Central to the appeal and functionality of Bitcoin and other
cryptocurrencies is blockchain technology, which is used to
keep an online ledger of all the transactions that have ever
been conducted, thus providing a data structure for this
ledger that is quite secure and is shared and agreed upon
by the entire network of an individual node, or computer
maintaining a copy of the ledger. Every new block
generated must be verified by each node before being
confirmed, making it almost impossible to forge transaction
histories.

Many experts see blockchain technology as having serious
potential for uses like online voting and crowdfunding, and
major financial institutions such as JPMorgan Chase (JPM)
see the potential to lower transaction costs by streamlining
payment processing. However, because cryptocurrencies
are virtual and are not stored on a central database, a digital
cryptocurrency balance can be wiped out by the loss or
destruction of a hard drive if a backup copy of the private
key does not exist. At the same time, there is no central
authority, government, or corporation that has access to
your funds or your personal information.




LITERATURE REVIEW




Literature Review

A literature review goes beyond the search for information
and includes the identification and articulation of
relationship between the literature and your field of
research. While the form of the literature review may vary
with different types of studies, the basic purposes remain
constant:

e Provide a context for the research

e Justify the research.

e Ensure the research has not been done before ( or
that it is not just a “replication study”)

e Show where the research fits into the existing body
of knowledge.

lllustrate the researcher to learn from previous theory
on the subject.

Highlight flaws in previous research.

Outline gaps in previous research.

Show that the work is adding to the understanding
and knowledge of the field.

e Help refine, refocus or even change the topic.

This section of the research study shall look at the
finding by other researchers on cryptocurrency and
other related areas of study from different countries and
places. This chapter provides a detailed literature
review in trying to provide solutions of the research
questions identified in the research paper. This involves
a review of literature relating to cryptocurrencies and
blockchain. This chapter shall also look into various
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theories and findings by other authors on bitcoins being
able to solve liquidity crunch faced by various nations
and factors that influence the adoption of bitcoin by
banks

Cryptocurrencies According to Trautman (2014),
cryptocurrencies are a subset of digital currencies,
which may either have centralized institutions or are
based on a decentralized network (Trautman 2014).
Bryans (2014) is of the idea that, for a centralized
currency scheme, the digital currency is issued by one
institution, which ensures that the digital coins can be
exchanged back to fiat currencies or can be used to buy
and sell digital goods. One example for this centralized
digital currency is the Linden Dollar, issued by Linden
Lab, which can be used in the online virtual world
Second Life. It shares some characteristics with fiat
currencies. Like in the traditional money system, a
central institution serves as a source of trust. However
according to Karlstrom (2014), decentralized currency
schemes try to avoid central institutions as much as
possible and are built on a network of transaction
partners As long as the transaction partners can
observe each other, they can build up trust based on
their behaviours. If observation of the transaction
partners is not possible, other mechanisms have to be
found to establish reliable transactions. One solution
lies In cryptocurrencies, which are decentralized
currency schemes based on cryptography. According to
Bryans (2014) a cryptocurrency is a digital token
produced by cryptographic algorithms. This token is
then transported across cyberspace using protocols
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such as peer-to-peer networking. Its value is mainly
derived from the demand and supply for such tokens.
The focus on cryptocurrencies in the finance and
banking sectors is gaining momentum. In this paper, we
investigate the role of cryptocurrencies in modern
finance. We apply a narrative literature review method
to synthesize prior research and draw insights into the
opportunities and  challenges of leveraging
cryptocurrencies. The results indicate  that
cryptocurrencies offer businesses and individuals lower
transaction costs, higher efficiencies, increased security
and privacy, meaningful diversification benefits,
alternative financing solutions, and financial inclusion.
Challenges exist related to the integration of
cryptocurrencies in modern finance. These include the
lack of regulatory standards, the risk of criminal activity,
high energy and environmental costs, regulatory bans
and usage restrictions, security and privacy concerns,
and the high volatility of cryptocurrencies. The current
review is useful for scholars and managers, including
those seeking to have a more balanced understanding
of these emerging financial instruments.
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Research Methodology

Research methodology is a collective term for the structured
process of conducting research. There are many different
methodologies used in various types of research and the
term is usually considered to include research design, data
gathering and data analysis. Research methodologies can
be quantitative (for example, measuring the number of times
someone does something under certain condition) or
qualitative (for example, asking people how they feel about
a certain situation). Ideally, comprehensive research should
try to incorporate both qualitative and quantitative
methodologies but this is not always possible, usually due
to time and financial constraints.

Research methodologies are generally used in academic
research to test hypotheses or theories. A good design
should ensure the research is valid, i.e. it clearly tested the
hypothesis and not extraneous variables, and that the
research is reliable, i.e.it yields consistent results every
time. Part of the research methodology is concerned with
the how the research is conducted. This is called the study
design and typically involves research conducted using
guestionnaires, interviews, observation and or experiments.
The term research methodology, also referred to as
research methods, usually encompasses the procedures
followed to analyse and interpret the data gathered. These
often use a range of sophisticated statistical analyses of the
data to identify correlation or statistical significance in the
results.
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Objective, representative research can be difficult to
conduct because tests can normally only be conducted on
a small sample (e.g. you cannot test a drug on every person
in the world so a sample needs to be used in research). This
means that researchers need to have a very detailed
understanding of the types and limitations of research
methodologies which they are using.
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Need of Study

The study is to forecast the future of Indian Financial System
the recent changes seen In the international monetary
transactions and the emerging concept called Blockchain
and cryptocurrency. This study might help us understand
and analyze what all aspects we need to go through and
upgrade if we are really adopting the futuristic technology
like Japan and Australia.

It also focuses on the basic infrastructural changes we need
to adopt like strong Information Technology framework,
Cyber security, Cryptoliteracy,channel of work and its reach
towards the remote villages of our country. Various MNCs
like Tesla, Facebook, Amazon are already creating
infrastructure and accepting bitcoin for financial settlements.
Various companies like JP Morgan Chase, Bank of
America, Morgan Stanley are already working on creating
easy and efficient blockchain mechanism which is easy for
users and difficult for hackers to capture.

India's Supreme court has already lifted the ban on Bitcoin
which was imposed by the RBI. The Indian Financial
regulator RBI is also looking towards launching its own
cryptocurrency called Lakshmi. India's literacy level, Per
capita Income and integrity with electricity and internet
creates a question for cryptocurrency that we need to
address in this project report. The need of study also
becomes more important to prepare yourself for the new
financial education, career perspectives and its scope for
emerging businesses. The chartered Accountant might be
replaced by the Miners of Virtual currency.
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Objective of Study

e TOo study the level of awareness towards
Cryptocurrency and Blockchain system

e To analyze the perception of government, Private
Institutions, Society

e To determine Investor’'s views towards Cryptocurrency
as an investment class asset.

e To determine the current investment patterns in
cryptocurrency which is still not legal.

e To determine influential factors when investing or using
it as a medium of exchange.

e To determine the changes we need to adopt if we are
using blockchain and cryptocurrency.

e To understand the global position of Cryptocurrency
and blockchain and understand whether it can replace
US Dollars as international currency of exchange.
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Research Design

Data were collected through both primary & secondary data
sources. Primary data was collected through
questionnaires. The research was done in the form of direct
personal interviews and through telephone interviews.

Primary data collection:

A primary data is a data, which is collected afresh and for
the first time, and thus happen to the original in character.
The primary data with the help of questionnaire were
collected from various investors? Primary data are first-
hand information and are collected from various source
like:

< Informal interviews
*» Through structured questionnaire
<*Observation

Secondary Data Collection:

The Secondary source consist of readily available data
and is already compiled statistical statement and reports.
Secondary data are collected from:

Business magazines
»Internet
s*Annual reports

<*Journals
<Websites
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Method of Data Collection

The data was collected using primary as well as secondary
data collection technique.

Primary Data:-

It was collected through google forms in a questionnaire
format where 6 questions where asked as per the research
project need. A total of 60 people replied to it which has
been taken as sample here to derive results. The questions
which were asked are listed below:-

e Name
As a basic information for differentiation.
e Age group

To study which generation is more dominant for the
research study

e The best investment for investing

To understand whether they are more inclined towards
traditional investments like FDs,Gold or towards
Cryptocurrency.

e Level of understanding towards Cryptocurrency

To understand and decide whether the sample size has
any interest towards this modern day medium of exchange
or not.

e Will government allow cryptocurrency as legal
currency in India?
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This question was asked to understand whether crypto has
really made any presence in India or not.

e Can cryptocurrency replace dollars for international
trade?

This question was asked to understand the global
perspective of the sample.
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Secondary Data:-

It was collected through various Finance companies like JP
Morgan Chase, Morgan Stanley, Brick works, Bloomberg
quint,etc.The data is basically describing the works and
planning’s made to implement the blockchain in various
countries who are really ready to change their financial
process.

Countries like Russia are really working to implement
blockchain, while China is looking forward to implement its
virtual currency for trade with majority of countries so that it
can corner the US Dollars. The global geopolitical situations
shows a change in foreign trade of various countries
because of Russia's decision to remove US Dollars from its
foreign reserves leading to a shift in global finance.

Countries like Japan and Australia have already allowed
cryptocurrency as a legal tender. Whereas Ukraine has
banned cryptocurrency but has allowed Cryptocurrency
mining which will generate revenue for them.
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Hypothesis

Hypothesis1

HO-India will not accept the blockchain system in Indian
Financial System.

H1-India will accept the blockchain system in Indian
Financial System.

Hypothesis2

HO-India will only keep the INR currency in its banking
system and wipe out chances of existence of the terms like
bitcoin.

H1-India will remove INR currency from its banking system
and it will adopt the Cryptocurrency as medium of
exchange.
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Data Analysis & Interpretation

All the data collected is described in this part of the research
project in a detailed and sequential format below:-

Data 1:-

Age group

60 responses

@ 18-30

@ 31-40
41-60

@ 60 & above

Interpretation

As per the responses that we have collected through
guestionnaire we can say that 2/3 of the sample size is the
generation which will see the emergence of cryptocurrency
and all major changes will be made by this generation and
I..e, the introduction and growth stage of crypto will be
evident to them.
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Data 2:-

Which is the best investment
for you?

60 responses

Bank FDs 13 (21.7%)

Share market
& Mutual
Funds

24 (40%)

Gold 27 (45%)

Cryptocurren... 26 (43.3%)

0 20 40

Interpretation

The data shown here favors gold with 45% but it also shows that
people are interested in knowing and investing in cryptocurrency
with its recent rise in pandemic era. But the ideology needs to be
clearly shown by the government whether it has really any
promising future for our country or still it is hindered.
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Data 3:-

Level of understanding in
cryptocurrency

60 responses

20

15 13 (21.7%)
11 (18.3%)

10

Interpretation

This data clarifies the understanding of the sample size in terms
of cryptocurrency whether they are highly proficient or don’t
have any awareness about it. Around 30% of population are
really aware but the knowledge level is only about 60%; and only
5% of the sample size has some clear understanding.
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Data 4:-

Will the government allow
cryptocurrency as legal
currency in India?

60 responses

@® Yes

@ Maybe

Interpretation

This data shows grey area in terms of the legal tender in India
40% of the population are really now sure of its existence. While
around 29% are sure that it will be allowed as a legal currency.
This data is although based on primary data but clarifies that our
policies are not showing positive growth.
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Data 5:-

Can cryptocurrency replace
dollars for international trade?

60 responses

@ Yes
® No
@ Maybe

Interpretation

This data shows that the stand of cryptocurrency is positive and
has a promising future with increasing geopolitical stress among
strong and powerful nations like China and USA, Russia and USA,
China and Japan. The global transactions are finding alternatives
in terms of Euro in petroleum by Iran.
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The Rise of Bitcoin

Bitcoin price fluctuations, 2009-17 (US dollars)
1,400

1,200
1,000
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US dollars
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2009 2010 2012 2013 2014 2016 2017

This graph shows the fluctuations of bitcoin price in terms of US
dollars and the interpretation is listed below:-

e The rise of bitcoin was very much visible from the year 2013
only.

e The graph has shown a rising price which also implies that
the interest of speculators has increased in the bitcoin.

e The reduction in its price during December 2014 was only
evident because of some major comments and restrictions

made on bitcoin.
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The Cryptocurrency Mining

Mining rewards Payment
g AR ,
— AN | i
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Cryptocurrency mining creates a question on its
legalization when hackers try to mine Cryptocurrency just
like the gold mining. The figure above tries to correlate the
real world mining and the digital mining.
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Japan & Cryptocurrency

Japan currently has the world's most progressive
regulatory climate for cryptocurrencies and recognizes
Bitcoin and other digital currencies as legal property under
the Payment Services Act (PSA).

Mizuho Financial Group is leading a consortium of banks to
develop a cryptocurrency, known as J-coin, in time for the
Tokyo Olympics in 2020. Japanese investors and exchanges
have played a major role in pushing cryptocurrency
valuations to new highs.

Banks, which were reluctant to embrace cryptocurrencies,
have increasingly moved towards developing their own
coins or adopting the underlying technology to streamline
operations. For example, six banks, including MUFG, joined
UBS Bank’s Utility Settlement Coin (USC) consortium last
year. The coin is interchangeable at parity with a basket of
currencies. At present there are 23 virtual currency
exchanges in Japan.

36




HYPOTHESIS TESTING




Hypothesis Testing

Hence with respect to the researches and investigations we can
provide the following results as per the assumptions ascertained.

Hypothesis 1

H1-India will accept the blockchain system in Indian Financial
System.

This is because various countries although have not specified but
has granted legal aspects to cryptocurrency and bitcoin and
these countries are Japan, Australia, European Union, South
Korea and Russia.

Hypothesis 2

HO-India will only keep the INR currency in its banking system
and wipe out chances of existence of the terms like bitcoin.

The supreme court has lifted the ban on cryptocurrency use
which was imposed by the RBI and the Central Bank is also
planning to release its own cryptocurrency called Lakshmi.
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As

Findings &Conclusion

per all the primary and secondary data findings

cryptocurrency has still a long way of improvements to carry that

are:-

Regulation of the currency since in India we use banking
channels to regulate our currency and it is monitored by the
RBI.

The valuation of cryptocurrency is another issue because we
can’t directly link it to the international fluctuations.

The choice of cryptocurrency that is whether to create a new
cryptocurrency or to continue with the existing one.
Allowing blockchain in the Indian financial system will lead
to job crisis since blockchain is an independent channel and
ledger which can only be edited at end to end channels.
Since India is a developing country its cyber security is
another such big concern, specially when we are completely
shifting our complete monetary system to a virtual world.
Crypto literacy is another term which is going to disturb as
only 1.2% population has crypto literacy.

India is a country with energy deficit still the innermost
villages of the country don’t have access to 24/7 electricity
which is another big challenge.

Blockchain system needs more refinement in terms of
identifying the parties involved while carrying out a
transaction ; so that illegal and terror based activities could
be identified and seized for restricting such activities.
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e Government taxation and income tax collection aspects are
another important issues which we need to address.

e Cryptocurrency trading and regulation just like the forex
need to be developed and a body to adhere and regulate
crypto trades.

The emergence of Bitcoin has sparked a debate about its future
and that of other cryptocurrencies. Despite Bitcoin’s recent
issues, its success since its 2009 launch has inspired the creation
of alternative cryptocurrencies such as Etherium, Litecoin, and
Ripple. A cryptocurrency that aspires to become part of the
mainstream financial system would have to satisfy very divergent
criteria. While that possibility looks remote, there is little doubt
that Bitcoin’s success or failure in dealing with the challenges it
faces may determine the fortunes of other cryptocurrencies in
the years ahead.
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