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Abstract

In recent years, Bitcoin has gained popularity as a digital investment alternative, in contrast to traditional
assets such as gold. The objective of this research is to analyze the reasons behind the growing interest
in Bitcoin as a store of value and its comparison with gold. The research was developed using a
qualitative, descriptive, cross-sectional approach. Economic and financial indicators were considered to
compare both assets in different scenarios. In the qualitative phase, the advantages and disadvantages of
Bitcoin versus gold were evaluated. The results revealed that Bitcoin has a higher volatility and a higher
yield than gold in certain periods, which makes it attractive to investors. However, its lack of regulation
and legal uncertainty limit its acceptance as a store of value. Gold continues to be perceived as a stable
and secure asset, although less profitable in the short term.
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Resumen

En los ultimos afios, el Bitcoin ha ganado popularidad como una alternativa digital de inversion, en
contraste con activos tradicionales como el oro. El objetivo de esta investigacion es analizar las razones
detras del creciente interés en el Bitcoin como reserva de valor y su comparacion con el oro. La
investigacion se desarroll6 mediante un enfoque cualitativo, descriptivo, de caracter transversal. Se
consideraron indicadores economicos y financieros, para comparar ambos activos en distintos escenarios.
En la fase cualitativa, se evaluaron las ventajas y desventajas del Bitcoin frente al oro. Los resultados
revelaron que el Bitcoin presenta una mayor volatilidad y un rendimiento superior al del oro en ciertos
periodos, lo que lo hace atractivo para inversionistas. Sin embargo, su falta de regulacién y la
incertidumbre legal, limitan su aceptacion como reserva de valor. El oro, sigue siendo percibido como
un activo estable y seguro, aungque menos rentable a corto plazo.
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Introduction

Bitcoin is a digital currency considered to be: The first and most famous decentralised cryptocurrency,
with its innovative design and a protocol created to ensure security without the need for an external agent.
Unlike traditional currencies that operate with a central bank or a single administrator, Bitcoin is
completely decentralised. Bitcoin transactions are based on a peer-to-peer network system through
blockchain technology, in which the scanning of participants builds trust relationships directly, without
any intermediary. In this way, blockchain technology has become one of the most popular research topics
in economics and machine learning (De Oliveira, Diniz, Guazzelli, & Zaparoli, 2019).

According to Moreno (2019): Bitcoin was created in 2009 and since its birth it has undergone
large fluctuations in value. In 2010 its first known use as a currency occurred and in 2011 it reached the
price of 1 US $, many people were joining this new phenomenon, which made its price rise exponentially,
until it reached in December 2017 its record price, almost 20, 000 dollars. But in 2018, with such a high
price, many people were already willing to sell in order to make a profit, and very few wanted to buy,
causing the price to plummet. This year 2018 was a bad period for the global cryptocurrency market,
which lost a value equivalent to 700, 000 million US dollars.

Currently the cryptocurrency market has grown exponentially representing an exorbitant
amount of dollars in circulation on a daily basis, as this virtual asset market operates every day of the
year, 24 hours a day, involving a volume of 1. 58 trillion dollars (CoinMarketCap, 2024) and the current
price in this currency for each Bitcoin had a price of $67,447.30, while in Mexican pesos according to
the Bitso.com exchange platform (2024) it had a selling price of $1'332,900.00, which suggests that the
increase it has had in recent times is quite significant.

Suffice it to say that at the beginning of the Cov-19 pandemic, the price of Bitcoin reached over
5,500 dollars and today it is around the aforementioned 68,000 dollars, which could mean an increase of
1,000 percent in almost a year (CoinMarketCap, 2024).

Problems

In recent years, Bitcoin has become one of the most popular alternatives to gold, traditionally seen as a
safe haven in times of economic uncertainty. However, the use of Bitcoin faces a number of issues that
limit its widespread adoption as a reliable value asset compared to gold. First, Bitcoin's high volatility is
an obstacle to overcome. On the other hand, while gold has proven to be a relatively stable asset over the
centuries, the price of Bitcoin can experience extreme fluctuations in very short periods of time. This
volatility creates uncertainty and makes it difficult to use as a safe haven or stable medium of exchange
in times of economic or financial crisis.

In addition, Bitcoin faces questions about its long-term security. While the blockchain
technology on which Bitcoin is based offers an advanced level of security, the constant evolution of cyber
threats raises questions about the protection of cryptocurrencies against attacks or fraud. On the other
hand, gold has long been considered a safe and tangible asset, with a history of thousands of years of use
and global acceptance. Its physical existence and inherent scarcity contribute to its stability and reliability
as a store of value.

Justification

Bitcoin has emerged as an attractive alternative to gold, especially in a context of technological
innovation and digitisation of finance. On the other hand, gold has historically been regarded as a safe
haven asset par excellence, there are several reasons why the use of Bitcoin could offer advantages over
gold over the years.

First, Bitcoin is a decentralised digital currency, meaning that it is not dependent on
governments or central banks, which makes it attractive in a context of distrust of traditional institutions.
Bitcoin's programmed scarcity (halving), with a limited supply of 21 million coins, makes it a
deflationary asset, similar to gold, but with a crucial advantage: its supply cannot be manipulated by
monetary or inflationary policies, making it a potential hedge against inflation and the devaluation of fiat
currencies.
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Moreover, Bitcoin offers significant advantages in terms of accessibility and ease of use. Unlike
gold, which requires secure physical storage and can be costly and logistically complicated to transfer,
Bitcoin can be sent instantly anywhere in the world without the need for intermediaries. This ability to
transfer value quickly, cheaply and securely positions it as an innovative financial tool, especially for
people living in countries with unstable financial systems or restricted access to banks.

Another justification for the use of Bitcoin is its high liquidity in international markets. Despite
the volatility associated with Bitcoin, global adoption of the cryptocurrency has grown significantly,
which has increased its liquidity and improved its accessibility on exchange platforms. This contrasts
with gold, which, although highly liquid in terms of its value, requires more complex and costly physical
transactions.

Finally, Bitcoin is increasingly attractive as a speculative investment in a context of digital
transformation and disruptive technologies. While gold remains a conservative and stable investment,
Bitcoin has demonstrated explosive growth potential in a relatively short period of time, attracting
investors seeking high returns in the medium to long term. Bitcoin's integration into diversified
investment portfolios and its growing acceptance by large corporates and investment funds reflects its
potential to play a larger role in the global financial system.

Objective

To analyse the attractive characteristics of Bitcoin as an alternative to gold, exploring its advantages and
challenges in comparison with this asset traditionally recognised for its stability and value; identifying
the factors driving Bitcoin's adoption, such as its decentralisation, accessibility, liquidity and growth
potential; as well as the risks associated with its volatility and security.

Methodology

This is a descriptive, qualitative and longitudinal research. It consisted of a review of secondary sources
such as academic articles, financial reports and specialised databases such as Coin Market Cap and Bitso,
in order to compare the financial behaviour of gold and Bitcoin over the last five years. Historical data
on prices, annual returns, volatility and inflation hedging capacity were collected, using indicators such
as standard deviation and correlations with consumer price indices (CPI) to measure the stability and
effectiveness of both assets as a safe haven of value. Average annual returns were calculated and
analysed, as well as price fluctuations to assess the relative volatility of each asset.

Development

The characteristics that make an asset to be considered as a store of value are undoubtedly those that gold
has, which has made it an asset that has become an outstanding investment in times of crisis. It can be
seen that gold is scarce and its existence is unknown, ‘but Bitcoin is limited, as there will only be 21
million of them’ (Champagne, 2014, p. 37) a situation that is modified every four years by the
phenomenon known as halving; as for resistance to counterfeiting, ‘Bitcoin is imposed as it is impossible
to counterfeit at the moment’ (Espinoza, Navarrete, & Wong, 2021, p. 35), while gold can be
counterfeited in a few years, while Bitcoin can be counterfeited in a few years, as it has become an asset
that has become an outstanding investment in times of crisis. 35), while gold can be counterfeited as
history has shown; in terms of portability, i.e. the ease with which it can be transported, gold is quite
difficult to transport in large quantities, ‘while Bitcoin through a smartphone with internet access can
move many of them’ (Da Silva, 2021, p. 33).

Decentralisation is another element that differentiates Bitcoin, ‘since all cryptocurrencies
operate in a fully decentralised environment, i.e. there is no regulatory body’ (Gorjon, 2014), while gold
is operated through regulatory bodies; in terms of its ability to be divided, gold is difficult to divide,
although not impossible, ‘while Bitcoin is made up of 100 million fractions called Satoshis’ (Albrecht,
Hawkins, & McKay, 2020); in terms of durability, gold has proven to be highly durable, a characteristic
that is also present in Bitcoin because it is virtual and therefore does not suffer from wear and tear; In
terms of ease of exchange, gold can certainly be exchanged, but as it is easily divisible.
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Bitcoin surpasses it as it is already accepted in several commercial establishments around the
world; ease of use is also identifiable in gold, because it is used for several purposes, a situation that
Bitcoin does not present, as it is only used as a medium of exchange and as a store of value; and finally
trust is strongly integrated in Bitcoin, as with it transactions are carried out between the community
involved.

Table 1
Comparison of Bitcoin vs. gold characteristics

Feature Bitcoin Gold

Shortages Sparse, limited supply Scarce, supply unknown
Counterfeit Resistance High Medium

Portability High Low

Decentralisation High Low

Divisibility Medium High

Durability High High

Ease of Exchange High Medium

Ease of use Medium High

Trust High Medium

Source: Own elaboration with data obtained from (Girdn, 2020)
In the current literature, questions such as the following can be found:

Can Bitcoin be a safe haven for stocks? against the high volatility, illiquidity and transaction costs
of Bitcoin. they also point to the possible bubble that Bitcoin could bring, although this was because of
what happened in the period before December 2017. During the COVID-19 market downturn, it is also
stated that Bitcoin is not a safe haven as its price moves closely with the Standard & Poor 500. Bitcoin
IS not yet a diversifier, but an amplifier to make it known. On the other hand, the possibility of using
Bitcoin as a hedging instrument is pointed out. Bitcoin can even be a safe haven, but its role depends on
stock market types, time horizons and investment horizons, others profess that cryptocurrencies are
different from traditional financial and economic assets, and investors should include them to diversify
their portfolios. Moreover, the safe haven properties of Bitcoin are even better than gold and commodities
(Dwita, Ady, & Ananto, 2021).

Although cryptocurrencies are very volatile, the trend of cryptocurrencies and especially Bitcoin
is always upward, considering that it is a limited asset, just during the period of writing this manuscript,
it was on a steady rise, reaching record highs and on this day 23 February 2021, it had a decline of more
than 14%, which clearly shows the volatility of cryptocurrencies; However, it is after the halving of 2024
that occurred in the month of June that the currency in the month of October has reached its highest
historical price close to 70 thousand US dollars or one million three hundred thousand Mexican pesos.

So this upward behaviour over time is due to the fact that every four years, the prize awarded to
those who manage to technologically develop Bitcoins, called miners, is reduced by half, so that the
successful extraction of a new block and its purpose is to unlock new Bitcoins for the miners, this
situation makes it increasingly closer to the goal of 21 million Bitcoins. These cryptocurrencies are not
the result of a typical transfer of cost control from payer to payee. Instead, they follow a well-defined
issuance programme that limits all Bitcoins that can exist to a maximum limit of 21 million units that is
expected to be reached in the year 2140.

It is this finite maximum quantity that gives Bitcoin its scarcity and makes it the epitome of sound
money as defined by Austrian school economists. Every four years, the issuance scheme halves the
amount of new Bitcoins per block, also known as the block grant. ‘The most recent halving event took
place in May 2020 when the block grant was reduced from $12.5 to $6.25 per BTC mined’ (EIl Khoury,
2020, p. 54) translation mine. That after June 2024 has reached a subsidy price of $3,125 per BTC
obtained from cryptocurrency mining.
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The Bitcoin blockchain mechanism is highly structured, with the total number of Bitcoins
available for issuance limited to 21 million. Because issuance is tied to mining, the block reward will
decrease as the amount of Bitcoins in existence grows. In particular, the block reward is halved after
every 210,000 blocks mined. The total daily block reward earned by miners starting in 2009, then in
November 2012 and July 2016 correspond to the block reward being reduced from its initial level of $50
to $25, then from $25 to $12.50 and by 2020 to $6.25 and its current level in May 2024 of $3,175. The
reward will be reduced 32 more times before eventually reaching zero (Easley, O'Hara, & Basu, 2019)
translation mine.

Conclusions

After conducting a comparative analysis between gold and Bitcoin, multiple significant advantages of
this cryptocurrency over gold as a financial asset were identified. While gold has historically been
considered a safe haven and a store of value, data shows that Bitcoin has outperformed gold in terms of
returns over the past five years, with exponential growth that has captured the attention of global
investors. Moreover, although this cryptocurrency has greater volatility, this characteristic has offered
greater profit opportunities in a short period of time, making it attractive to investors willing to take
greater risks. Its digital nature and ease of transaction, without the physical limitations faced by gold,
also reinforce its advantage in an increasingly digitised world. Moreover, the cryptoasset has shown
superior potential as an inflation hedge, especially in contexts of global economic uncertainty,
positioning it as a modern and effective alternative to traditional gold.

These findings suggest that Bitcoin, while still young and volatile, could establish itself as a key
asset in long-term diversified portfolios. All these characteristics of Bitcoin make it an ideal long-term
investment option, as it is possible to bet on it being acquired at lower prices than in the medium and
long term, especially if we consider aspects such as halving, which will mean that fewer and fewer miners
will be interested in this activity in which Bitcoins are obtained as a prize, and as the goal of reaching 21
million Bitcoins is reached, its price will increase significantly.

Likewise, the rise in demand will increase as their use becomes more popular and widespread, as
a means of exchange or to acquire them with the intention of exchanging them in the future and making
a profit over time. The comparative analysis identified differences in their performance, concluding
which of the two assets showed greater consistency and financial effectiveness in the study period.
Finally, the limitations inherent to the research, such as the high volatility of Bitcoin and atypical
macroeconomic events, were documented, providing a critical perspective on the validity and
applicability of the results obtained.

Statements

In this research, we present the development that in recent years, Bitcoin has gained popularity as a digital
investment alternative, in contrast to traditional assets such as gold, which have historically been
considered a safe haven for investors in times of economic uncertainty (Nakamoto, 2008). The aim of
this research was to analyse the reasons behind the growing interest in Bitcoin as a store of value and its
comparison with gold. The research was developed using a qualitative, descriptive, cross-sectional
approach. Economic and financial indicators, such as asset prices over a period of time, were considered
to measure the behaviour of both assets in different scenarios. In the qualitative phase, specialised sources
were consulted to assess their perception of the advantages and disadvantages of Bitcoin versus gold.
The results revealed that Bitcoin is more volatile and outperforms gold in certain periods, which makes
it attractive to investors with a high risk profile. However, its lack of regulation and legal uncertainty in
several countries limit its widespread acceptance as a store of value. Gold is still perceived as a stable
and safe asset, especially in times of crisis, although less profitable in the short term.
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