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Abstract 
 

Digital currency is a type of currency available in digital form. Though it exhibits similar 
properties and value as physical currency but it can allow instant transfer of ownership and 

thus makes transactions smooth. It is used as a blanket term for all electronic money including 
both virtual currency and cryptocurrency. It can be regulated or unregulated. However virtual 

currency is a complicated term to understand. Though it comes under digital currency but its 
functions are totally different and have some issues in its regulation. It only works through 

designated softwares, mobiles or computer application through digital wallets. We can say 

that it is a subset of digital currency group.  Due to lack of a centralised regulatory authority, 
such virtual currencies are prone to wide swings in their valuations. Despite around 77% of 

Indians being familiar with such currencies, the awareness about it is very low. Around 23% 
of consumers are unconcerned about security related issues while dealing with 

cryptocurrency. India has a very complicated relationship with cryptocurrency. In this paper 
we will discuss the success and failure levels of various forms of virtual currency, issues 

related to its ban in India.  
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INTRODUCTION  
 

Our Indian banking system has undergone significant change over the years since its inception. In 
modern era, every bank (private, semi private, government) is striving to attract more and more 

customers towards itself, through the facilities provided by it to its customers. [1,2] 
 
Now a day, banks are-acting as a subset of the financial institutions. The banks also offer investment 

and insurance products. Inspite of the fact that there are a number of roles banks are playing, they 
continue to maintain and perform its primary role of accepting deposits and lending funds from these 

deposits. [3] 
 

 
 
 Figure 1: The money flower: Taxonomy of money  
Source: pages 61-62 of BIS Quarterly Review, September 2017. 

 
Now real time core bank processing solution gives you the flexibility and security to select and to 

integrate features that-saves customers’ time such as internet banking, mobile banking, e- wallets, 
ATM, etc. With the digitisation of banking system we can easily convert electronic money to cash 

directly. Their values and accessibility are same. Various e-wallets like Paypal, Epay, Paytm, 
Mobikwik, Googlepay, Phonepay etc. It is not tangible like physical money and in the age of 
smartphones it’s a total success. 

 
LITERATURE REVIEW  
 
Virtual currencies are a type of digital currency, typically controlled by its creators and used and 

accepted among the members of a specific virtual community. [4] It is a representation of monetary 
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value issued, managed and controlled by private issuers for the transaction of peer- to- peer payment. 

[5] 
 
CRYPTOCURRENCY  
 
The term ‘crypto’ in ‘cryptocurrency’ refers to the fact that many encryption algorithms and 
cryptographic techniques are used to ensure security across the network. These transactions are 

verified by the users’ computers logged into the currency’s network. [6]  Since the currency is 
protected and encrypted, it becomes impossible to increase the money supply over a predefined 

algorithm rate. Since cryptocurrency is completely in the cloud, it doesn’t attain a physical form but 
have a digital value, and can be used for digital equivalent of cash. [7]  

 
BITCOIN 
 
 A Bitcoin is a virtual currency first introduced in the year 2008 by an Anonymous group called 
Satoshi Nakamoto. [8] It’s an open source peer-to- peer cryptographical system where transactions 

happen through a public ledger called blockchain handling users’ data anonymously. Eight years 
since its introduction, bitcoin is toadythe most widely used and accepted digital currency. Bitcoin is a 

unit which is further subdivided into milibitcoin and Satoshi. Satoshi is the smallest unit in bitcoin 
parlance. All transactions are recorded in a block which acts like the ledger. Once the block is filled, a 

new block is created. All these blocks are connected to each other by hashtags . A linear sequential 
record of events of these blocks forms a blockchain. It should be noted that though transactions are 

recorded but the information of participants in the transaction is not revealed. Hence it becomes 
impossible to trace both the parties, the receiver and giver.  

 
CRYPTOCURRENCY MARKET  
 
The Global Landscape: As of March 18, 2018 there are 1564 cryptocurrencies available & traded in 

about 9422 exchanges. The market capitalisation of all the cryptocurrency is $275,797,435,861 i.e $275 

billions &24 hr volume was $18,207,953,654 i.e $18 billions. [9]  
 

 
 

Figure 2: Market Cap with Bitcoins 

 
The bitcoin has maximum dominance in the cryptocurrency market with around 45% of market share 

& market capitalisation of $142.2 Billions. Its market price is $8254.8 i.e Rs 5,35,767 [10].  
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Figure 3: Market Cap without Bitcoins 

 
RISE AND FALL OF BITCOIN – INDIA 
 
 More than 40% of country’s population has access to telecoms and internet services. Bitcoin and other 

cryptocurrencies have been operating within the country for a number of years now. As early as 2012, 
small-scale bitcoins transactions were already taking place within the country. These were still early 

days in the development of bitcoin.  
 
Table 1: Bitcoin value history (comparison to US $) 
 

Date USD : 1 BTC Notes 

Jan 2009 – Mar 2010 basically none No exchanges or market, users were mainly 
cryptography fans who were sending bitcoins for 

hobby purposes representing low or no value. In 

March 2010, user "Smoke Too Much" auctioned 10,000 
BTC for $50 (cumulatively), but no buyer was found. 

Mar 2010 $0.003 On 17 Mar 2010, the now-defunct BitcoinMarket.com 
exchange is the first one that starts operating. 

May 2010 less than $0.01 On 22 May 2010, Laszlo Hanyecz made the first real-

world transaction by buying two pizzas in 
Jacksonville, Florida for 10,000 BTC. 

July 2010 $0.08 In five days, the price grew 1000%, rising from $0.008 
to $0.08 for 1 bitcoin. 

Feb 2011 – April 2011 $1.00 Bitcoin takes parity with US dollar. 

8 July 2011 $31.00 top of first "bubble", followed by the first price drop 

Dec 2011 $2.00 minimum after few months 

Dec 2012 $13.00 slowly rising for a year 

11 April 2013 $266 top of a price rally, during which the value was 

growing by 5-10% daily. 

May 2013 $130 basically stable, again slowly rising. 

June 2013 $100 in June slowly dropping to $70, but rising in July to 
$110 

Nov 2013 $350—$1,242 from October $150–$200 in November, rising to $1,242 

on 29 November 2013. 

Dec 2013 $600—$1,000 Price crashed to $600, rebounded to $1,000, crashed 
again to the $500 range. Stabilized to the ~ $650–$800 

range. 

Jan 2014 $750—$1,000 Price spiked to $1000 briefly, then settled in the $800–
$900 range for the rest of the month. 

Feb 2014 $550—$750 Price fell following the shutdown of Mt. Gox before 
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recovering to the $600–$700 range. 

Mar 2014 $450—$700 Price continued to fall due to a false report regarding 
bitcoin ban in China and uncertainty over whether the 

Chinese government would seek to prohibit banks 

from working with digital currency exchanges. 

Apr 2014 $340—$530 The lowest price since the 2012–2013 Cypriot financial 

crisis had been reached at 3:25 AM on 11 April 

May 2014 $440—$630 The downtrends first slow down and then reverse, 
increasing over 30% in the last days of May. 

Mar 2015 $200—$300 Price fell through to early 2015. 

Early Nov 2015 $395—$504 Large spike in value from 225–250 at the start of 
October to the 2015 record high of $504. 

May–June 2016 $450—$750 Large spike in value starting from $450 and reaching a 
maximum of $750. 

July–September 2016 $600—$630 Price stabilized in the low $600 range. 

October–November 
2016 

$600—$780 As the Chinese Renminbi depreciated against the US 
Dollar, bitcoin rose to the upper $700s. 

January 2017 $800—$1,150 After the rally for most of the second half of 2016, 

bitcoin broke the $ 1,000 mark for the first time in 3 
years. Media coverage leads to an influx of new users 

who will allegedly raise the price even higher. 

5-12 January 2017 $750—$920 Price fell 30% in a week, reaching a multi-month low 
of $750. 

2-3 March 2017 $1,290+ Price broke above the November 2013 high of $1,242 
and then traded above $1,290. 

April 2017 $1,210—$1,250 Japan recognizes bitcoin as a legal method of 

payment. The country's legislature passed a law, after 
months of debate, that led bitcoin exchanges to 

comply with anti-money laundering 
rules/information about your client, and classified 

bitcoin as a kind of prepaid payment instrument. 

May 2017 $2,000 Price reached a new high, reaching US $1,402.03 on 1 
May 2017, and over US $1,800 on 11 May 2017. On 20 

May 2017, the price of one bitcoin passed US $2,000 for 
the first time. 

May–June 2017 $2,000—$3,200+ Price reached an all-time high of $3,000 on 12 June and 

is oscilating around $2,500 since then. As of 6 August 
2017, the price is $3,270. 

August 2017 $4,400 On 5 August 2017, the price of one BTC passed US 
$3,000 for the first time. On 12 August 2017, the price 

of one BTC passed US $4,000 for the first time. Two 
days later, the price of one BTC passed US $4,400 for 

the first time. 

September 2017 $5,000 On 1 September 2017, bitcoin broke US $5,000 for the 
first time, topping out at US $5,013.91. 

12 September 2017 $2,900 Price dipped harshly from China's bitcoin ICO and 

exchange crackdown (those following improper 
practices) 

13 October 2017 $5,600 Price shot back up as the world moves on past the 
incident following China's crackdown 

21 October 2017 $6,180 Price hit another all time high as the impending forks 

draw closer 

6 November 2017 $7,300 Price of Bitcoin surged down on 1st November 2017 

and steadily scaled up. 

12 November 2017 $5,519-6,295 Related to surge of price of Bitcoin Cash, topping at 
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US $2477.65/BCH or approx 2.2-2.5x of value of 

Bitcoin Cash to one Bitcoin. The developments knocks 
out Ethereum as second most popular cryptocurrency 

into third over the total market cap of said 
cryptocurrency as per USD value at least temporary 

before Ethereum steals the spot back at second place. 

Closed just shy of USD$6000/BTC 

17-20 November 2017 $7,600-8,100 Briefly topped at USD $8004.59/BTC at 01:14:11 UTC 

before retreating from highs. At 05:35 UTC on 20 
November 2017 it stood at USD $7,988.23/BTC 
according to CoinDesk. This surge in Bitcoin may be 
related to developments in the 2017 Zimbabwean 

coup d'état. The market reaction in one 

Bitcoin exchange is alarming as 1 BTC topped nearly 
US $13,500, just shy of 2 times the value of the 

International market. 

25 November 2017 $9,000 Bitcoin surpasses the $9,000 mark for the first time. 

28 November 2017 $10,000 Bitcoin surpasses $10,000 for the first time. 

29 November 2017 $11,000 Bitcoin surpasses $11,000 for the first time. 

5 December 2017 $12,000 Bitcoin surpasses $12,000 for the first time. 

6 December 2017 $13,000 Bitcoin surpasses $13,000 for the first time. 

7 December 2017 $17,000 Bitcoin surpasses $17,000 for the first time @ 23:03. 

8 December 2017 $18,000 Bitcoin surpasses $18,000 for the first time @ 00:28. 

8 December 2017 $14,277 Bitcoin price historically dropped to ~ $14,000, but 

later that day it reaches $16,250 

15 December 2017 $17,900 Bitcoin price reached $17,900 

22 December 2017 $13,800 Bitcoin price loses one third of its value in 24 hours, 

dropping below $14,000. 

5 February 2018 $6,200 Bitcoin's price drops 50 percent in 16 days, falling 
below $7,000. 

31 October 2018 $6,300 On the 10 year anniversary of Bitcoin, price holds 

steady above $6,000 during a period of historically low 
volatility. 

14 November 2018 $5,590 Falling below $6000 

24 November 2018 $3,778 Falling below $4,000 (source: cointelegraph.com) 

29 November 2018 $4,333 The Bitcoin price reached $4,300 

(source: https://coin360.io/) 

4 January 2019 $3,820 Since the beginning of 2019, Bitcoin has continued to 
fall. 

7 February 2019 $3,399 The lowest cost indicator for the first quarter of 2019. 

24 February 2019 $4,199 Bitcoin starts to grow 

4 April 2019 $5,256 Sudden jump in the course 

29 May 2019 $8,721 Bitcoin price is still rising. Experts predict the future 

rise for Bitcoin price as in 2017. 

4 June 2019 $7,750 The price of bitcoin fell by more than 10%. 

15 June 2019 $8,700 The price of BTC has risen above $ 8,000. Experts 

claim that the 2015 pattern is repeating. 

16 June 2019 $9,311 Cryptocurrency updated the annual maximum at 

around $9000 

22 June 2019 $10,738 Bitcoin broke $ 10,000 mark 

26 June 2019 $12,637 Bitcoin approached $13,000. Experts attribute this to 

the development of cryptocurrency and the 
blockchain industry in the form of the release of the 

cryptocurrency Libra. 

Sources: https://en.bitcoinwiki.org/wiki/Bitcoin_history 
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By 2013 bitcoin was beginning to gain a level of popularity that was spreading across many countries. 

Pioneers like BtcxIndia, Unocoin, and Coinsecure began offering cryptocurrency exchange and 
trading services in India. Over time, other like Zebpay, Koinex, and Bitcoin – India were added to the 

list. [11] After the implementation of demonetisation policy on Nov’ 8 2016 those in the 40% bracket 
with access to internet begin to take up bitcoin and other cryptocurrency investments. Despite its 

large population, India only contributes 2% of the total global cryptocurrency market capitalization. 
 
 
CHALLENGES AND ISSUES 
 
However cryptocurrencies are gaining popularity during the recent years but people are still reluctant 
to accept it as a form of virtual money.  The reasons behind this are various negative points attached 
to cryptocurrencies and lack of awareness among people.  Here are some of important drawbacks 

associated with it-  

 
1. One of the most significant disadvantages of cryptocurrency is constant fluctuations in the price 

which makes it difficult for users to accept and use it.   
2. Secondly the trust rate among merchants related to cryptocurrencies is very low. Because still 

they are not sure about it due to unawareness about the currency.  
3. Thirdly people don’t know enough about its benefits inspite of the fact that a large percentage of 

populations are internet friendly and are familiar with digital money.  
4. And last reason behind its failure is inconvenience and complexity of acquiring, holding and 

using cryptocurrencies. Though it is improving day by day but still we have a long way to go.  

 
 
ATTITUDE OF OTHER COUNTRIES TOWARDS CRYPTOCURRENCY  
 
Table 2:  Status of 21 countries for bitcoin 
 

S. No. Country Behavior 

1 United State Friendly 

2 Canada Friendly 

3 China Hostile 

4 South Korea Neutral 

5 Japan Friendly 

6 Singapore Friendly 

7 Thailand Neutral 

8 Vietnam Neutral/ Hostile 

9 Iran Friendly 

10 Russia Friendly 

11 Switzerland Friendly 

12 Britain Neutral 

13 France Neutral 

14 Germany Friendly/ Neutral 

15 Italy Friendly 

16 Poland Friendly/ Neutral 

17 Venezuela Friendly 

18 Brazil Hostile 

19 Mexico Friendly 

20 North Korea Friendly 

21 Australia Friendly 

 
Sources: The Growth of Cryptocurrency in India: Its Challenges & Potential Impacts on 
Legislation,”Shailak Jani”, 2018. 
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CONCLUSION  
 

Laws Influencing Cryptocurrencies With the income tax department slapping tax notices on almost 
five lakh high net worth individuals transacting in bitcoins, the issue of taxing cryptocurrencies has 

assumed more importance and urgency in India. The Centre-is reportedly planning to bring in a 
regulatory framework for cryptocurrencies in the forthcoming Union Budget. This should clear the air 
on the status of such digital currencies and how they will be taxed. Meanwhile, here is a look at how 

transactions in cryptocurrencies, may be taxed under various scenarios. Cryptocurrency offers a new, 
effective and attractive model of payment methods that can boost companies and operators revenues. 

It also provides alternative method of payment, apart from real money, that enables users to make 
financial activities such as buying, selling, transferring and exchanging easily.  

 
Although cryptocurrency platforms open many channels for digital financial transactions and 

provide a new form of currency with different mechanisms and methods, they are not controlled and 

regulated as they deserved. The research analysed cryptocurrency platform and extracted many 
concerns and challenges that put such financial system under the risk. The lack of legislation is 

considered as the main concern in cryptocurrency systems.  
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