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ABSTRACT

The research of the factor for Bitcoin price volatility has been limited despite the emergence
interest of public. This is why this research aims to expand the current literature reviews and
expand current leads in order to determine the Bitcoin price volatility. However, the objectives of
this research are to analyzing the relationship between the Bitcoin price volatility and the
selected factors that influence the Bitcoin price volatility. This research presents a study of
Bitcoin price volatility over the period of 2011-2020. The total that has been observed from this
study is 10 years. This research is to indicate Oil price, Gold price, Nikkei 225 performance and
S&P 500 performance as independent variable while the dependent variable Bitcoin price. In
addition, this research is utilizing descriptive analysis, correlation analysis, Ramsey Reset test,
multicollinearity test, heteroskedasticity test, and regression analysis to determine either the
independent variable is significant or insignificant towards Bitcoin price volatility. Moreover, the
findings result indicates the price of Bitcoin is affected by the S&P 500 performance which

shows consistency with results from previous literature.
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CHAPTER 1 : INTRODUCTION
1.1 INTRODUCTION

Cryptocurrencies has raised the ability to hedge traditional assets of professionals and
investor where it can be shown by the increasement in digital currencies last year. During the
COVID-19 outbreak, the number has shown solid increasement in digital currencies due to the
uncertainty during the pandemic. Cryptocurrencies can be play as the role of money where it is
meant to be a medium of exchange that require to transact any good physically and digitally in
subsequent sale in exchange of goods. This helps traders to perform thousands of transactions in
daily life since it can be traded in online crypto exchange platform easily.

Bitcoin has been the first decentralized cryptocurrency developed in 2009 by Satoshi
Nakamoto (Eli Duarado & Jerry Brito, 2014). These currencies are believe to allow distributed
manner of digital tokens exchange that uses a system called cryptography. The tokens are traded
at market rates for fiat currencies where its eliminates third parties. In addition, these innovations
are alongside with the modern calls to make transactions accessible. Jonathan Chiu (2018),
cryptocurrency rely on decentralized network of validators to maintain and update copies of the
ledger which resulted to an accuracy of the transactions record. In order to ensure distributed
updating, verification and record storage of the transaction history, Bitcoins and other
cryptocurrencies uscs a blockchain system that contains the history of past transactions which
creates a ledger.

Among digital currencies, Bitcoin has been the most traded digital currencies where this
2009 virtual currency serves as a peer-to-peer version of electronic cash that let to do
transactions on the internet without the intermediation of the financial system (Nakamoto 2008).
Investors and traders seeks to reduce the investment risk by diversifying their portfolio in which
includes the new digital assets into their portfolio, thus optimal profit. Bekiros market et al.
(2017) and Shahzad et al. (2019) explain the weakness ability of gold to hedge and the reaction
of gold prices are the reason to change the trading habits. This failure has seen to outbreak the

normal norm and move out to other trading opportunity in this recent years.



