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INTRODUCTION

In 2008, Crypto currencies launched as the newest asset class in the global finan-
cial market based on the “peer-to-peer” network. Digital currency is an inven-
tive liquid asset that raises interest among investors and executive authorities,
along with the warmed-up discussion among academic researchers. Gans and
Halaburda (2015) highlighted that the primary functions of these digital curren-
cies are transactions, stores of value, and units of account. Furthermore, it can
be described as a digital secured by cryptography that is almost impossible to
imitate. Itis also free from the limitations of national borders, central banks, and
other autonomous financial authorities. Among many crypto currencies, Bitcoin
appears to be the principal applicant for replacing central bank money and acts
as a beneficial alternative in the form of liquidity. Klein et al. (2018) asserted that
with the emergence of crypto currencies, traditional assets like precious metals,
equity returns, and exchange rates lost some of their value and were perceived
more likely as a risky assets. Diversification and alternative assets have always
been the fundamental motive for investors to achieve high returns. Thus, digital
currency opens a new investment avenue for stakeholders and investors.

Bitcoin consistently received attention in economic studies and secured its
position in investor portfolios (Corbet et al., 2018; Guesmi et al., 2019;
Symitsi & Chalvatzis, 2019). According to Mokni et al. (2021), Bitcoin has
now reserved more than 80% of digital currency total market value globally
according to its highest market capitalisation and valuable properties. Some
authors investigated the safe-haven and hedging properties of Bitcoin and stock
indexes (Bouri, Molnar, et al., 2017; Shahzad et al., 2020, 2019), exchange rates
currencies (Urquhart & Zhang, 2019), and assets (Bouri, Jalkh, et al., 2017; Klein
et al.,, 2018). Several authors have observed the role of Bitcoin in the stock
market as a hedging instrument or as a safe-haven asset and its connection
with other stock markets such as S&P 500 index, PSX index, SSE index, and FTSE
100 index. It has been considered an asset for its efficient performance (Jakub,
2015). Bouri, Jalkh, et al. (2017) said Bitcoin could not be assumed as a hedging
instrument and observed Bitcoin as a risky asset. On the other side, Dyhrberg
(2016) asserts that Bitcoin possesses similar hedging properties to gold and the
US dollar. Moreover, Dyhrberg et al. (2018) suggest that trading Bitcoin will be
more fruitful when its liquidity and volatility are lower than stocks. Thus, various
studies like Al-Yahyaee et al. (2018), Bouri, Jalkh, et al. (2017), Urquhart and Zhang
(2019), Shahzad et al. (2019), and Chan et al. (2019) also consider Bitcoin as a
hedging instrument.

Gold is one of the most ductile, dense, electrical conductors and beautiful of
all metals (O’'Connor et al., 2015). These unique properties make it the most
representative safe-haven or hedging asset against alternative assets worldwide.
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The vital role of gold as an investment asset can’t be neglected during the
stress period, and several studies have verified its safe-haven ability against
equities (Areal et al., 2015; D. G. Baur & Lucey, 2010). Compared to the high
standing of gold, Bitcoin has great potential in the sense of acceptance, history
and low volatility. Bitcoin and gold have several similar properties; in fact, Bitcoin
is also called “digital gold” (Arsov, 2017; Mckay & Peters, 2018; Smith, 2016).
Firstly both Bitcoin and gold are not concerned with political considerations
and are classified as assets, particularly in the USA, where Bitcoin is considered
a commodity by the Commodity Futures Trading Commission (Shahzad et al.,
2019). Secondly, no national organisation has the authority to control and
make transactions using them, which makes both of them independent of
inflation, (D. G. Baur & Dimpfl, 2017). Third, Bitcoin and gold are generated in a
process known as “mining.” Fourth, asymmetric upturn behavior to positive and
negative shocks in gold (D. G. Baur & Lucey, 2010) and Bitcoin (Bouri, Jalkh, et al.,
2017). According to Bouoiyour et al. (2019), Bitcoin and gold are complementary
instead of competing.

Bitcoin can be considered more speculative investment than a traditional
currency, in case accepted as a medium of exchange. Hence, the fiat money
(US dollar or the Euro) that is controlled by central government, causes a
distracting effect on central banks and exchange-rate policy (D. Baur et al.,
2017). Goodhart (1998) highlighted the only difference between Bitcoin and
standardised currency that the later is approved by state administration while
Bitcoin is not. To compare Bitcoin with traditional assets like stocks and bonds,
Bitcoin price returns are more volatile and susceptible to items that do not
meet the state capitalisation (Balcilar et al., 2017). The executive authority has a
different perspective on Bitcoin and changed its strategy worldwide; for instance,
in March 2014, the Japanese administration proclaimed Bitcoin is not a currency
and banned Bitcoin from marketing. Later on, in 2017, Japan's Financial Service
Agency (FSA) declared Bitcoin as a legal payment method in Japan (Feng et al.,
2018).

This research analyses whether Bitcoin holds a safe-haven behavior and hedging
properties against stock markets, precious metals, and exchange rate risk in
China and the United States of America. This research examines the Bitcoin
characteristics over various financial and economic variables such as equity
markets, currency rates, gold, silver, and platinum. By applying Quantile
Regression utilised by Igbal (2017). We estimate that Bitcoin either serves as a
hedging asset or acts as a safe-haven asset during the stress period. This analysis
will discover the relationship between crypto currency and portfolio assets in
different financial states. This study has beneficial contributions in the domain
of the digital currency market as the higher number of individuals and investors
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have stake in the crypto currency. Bitcoin has become the fastest-growing digital
market, and demand is increasing swiftly. This study examined the stability and
instability of the Bitcoin risk market and what factors oblige portfolio investors
to fund in the digital currencies. Furthermore, we work on the current time
series data sets and formulate models of bitcoin against the metals market, stock
indexes, and foreign exchange rates.

LITERATURE REVIEW

The literature relevant to the financial modeling of Bitcoin with the other
economic variables is analysed. Jacobs (2011) highlighted the legal concerns of
Bitcoin because bitcoin is a digital currency that a central authority or bank
cannot control. The study also discusses the regulation problem of crypto
currency since Bitcoin attracts the attention of the economic organisation and
portfolio investors in both the United States and the European Union. In 2009,
the director of electronic money of the European Union did not provide any
precision about Bitcoin, because it possibly became free from regulation (Jacobs,
2011). If the legal reservations are addressed, the use of Bitcoin for transaction
purposes will rise.

Yermack (2015) noticed that bitcoin is more volatile than other assets. The
study also observed no correlation between Bitcoin daily exchange rate and
the US dollar exchange rate versus the British pound, Swiss franc, Euro, yen,
and gold, making Bitcoin purposeless in managing risk and difficult to hedge.
Furthermore, Bitcoin does not have any association with banks for transaction
purposes nor an alternative to credit card, so Bitcoin behaves as a speculative
investment instead of a currency.

Recently, Bitcoin has appeared as the most well-known crypto currency and
has become an asset in financial portfolios. Chen and Vivek (2014) examined
the advantages of Bitcoin as an investment asset and Bitcoin function as a
currency and suggested that as a digital currency, Bitcoin is not convenient. Still,
it can be a considerable asset in an investor's portfolio. Bitcoin is a deflationary
currency because its price changes continuously, and it lacks any support from
the executive authority.

Dyhrberg (2016) used the asymmetric GARCH model to investigate Bitcoin’s
hedging potential in examining gold. The data set covers the daily observations,
from July 19, 2010 to May 22, 2015, of the exchange rates of Euro-dollar,
US dollar, and Financial Time Series Exchange Index (FTSE) contains 1796
observations. The results proposed that Bitcoin may be employed as a hedge
against stocks in Financial Time Series Exchange Index (FTSE). Besides this,
Bitcoin also hedged against the US dollar. As a result, Bitcoin possesses similar
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capabilities to gold and is considered as hedging asset during the risk in the
financial market.

Using the Bayesian Structural Time Series Approach, Poyser (2017) pointed out
the link between Bitcoin’s market price and central and extreme economic
variables. He explores that Bitcoin price is weakly related to investor point of
view as compared togold and Yuan to the US Dollar exchange rate. The study
further suggest that bitcoin is strongly associated with the stock market index
and the US Dollar to Euro currency exchange rate. Consequently, He found that
Bitcoin has miscellaneous properties since it sometimes seems speculative safe-
haven.

Katsiampa (2017), the author examines the various GARCH model to study the
volatility behaviour of Bitcoin prices. The sample period has 2267 observations
of the daily closing price of Bitcoin, from July 18, 2010 to October 1, 2016.
The appropriate or best model concerning goodness-of-fit is the AR-CGARCH
model, which shows that the Bitcoin price market is thoroughly speculative, and
also suggests the importance of the significance of the short-run and long-run
components of the conditional variance.

In the research, Erdas and Caglar (2018) considered that Bitcoin is associated
with traditional assets and will be accepted as a medium of exchange. In his
study, the authors investigate the causal relations among Bitcoin, gold, Brent
oil, US dollar, and S&P 500 and BIST 100 Indexes for a weekly data set from
November 2013 to July 2018 by implementing the Hatemi-j (2012) test. They
concluded causal link is only present between the bitcoin price and S&P 500
Index. Eventually, this result will influence the investor decision about S&P 500
Index when Bitcoin prices are about to change. Moreover, no causal relationship
exists between bitcoin prices and the other variables.

Urquhart and Zhang (2019) stated that Bitcoin had grabbed the media's
attention alongside investors. In this paper, the authors examine if Bitcoin
can play a role as a hedge or a safe-haven asset versus several currencies.
They studied the relationship between bitcoin and money at the hourly interval
because Bitcoin exhibits significant daily volatility. Also, bitcoin could be an
intra day hedge for the Swiss Franc, Euro, and British Pound, applying an ADCC
model diversifies Australian, Canadian Dollars, and Japanese Yen. To test the
safe-haven properties of Bitcoin, they implement the non-temporal. In a study
by Hansen (2000), evidence was found that Bitcoin is a safe-haven during the
intense period for the CAD, CHF, and GBP. Hence they said Bitcoin could not act
as an intra day hedge, safe-haven, and diversifier for several currencies.

Zargar and Kumar (2019), by using high-frequency data of Bitcoin, examine
the long-run memory properties of the conditional and unconditional volatilities
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of Bitcoin along with the long-run memory properties of the conditional and
unconditional “realised” volatilities of Bitcoin by applying the local Whittle (LW)
estimator, the exact local Whittle (ELW) estimator, and the ARMA-FIAPARCH
model. The results indicate that the long-run memory coefficient is favorable
and significant for both cases, and all over time scales, the Bitcoin market
is highly persistent. This investigation benefits investors and can help them
forecast the expected future volatilities in the Bitcoin market and make better
trading policies.

Prateek and Tript (2020) investigate the diversification abilities of Bitcoin for
international portfolios dealing against six popular assets such as fiat currencies
from mainly USD, GBP, EUR, JPY, and CNY. The sample period takes effect
with when Bitcoin launched until 2018 under study; the writers employed a
modified conditional value-at-risk and standard deviation as risk measures in
portfolio optimisations across three asset allocations. On account of investment
in Bitcoin, the JPY, CNY, and USD express more significant improvement in
risk-return and a higher proportion of ideal investment in Bitcoin. They also
observe risk-adjusted portfolios with and without Bitcoin to see the degree of
diversification in the context of Bitcoin as currency.

Lopez-Cabarcos et al. (2021) analyse the existing knowledge on Bitcoin behavior
and the results of investor thoughts, S&P returns, and VIX returns on Bitcoin
volatility, using GARCH and EGARCH models. VIX Index is a volatility index
that measures market volatility based on the S&P 500 Index. S&P 500 Index
is @ market that contains 500 companies from different sectors. The data was
collected from January 4, 2016, until September 30, 2019, resulting in 943 trading
days. The GARCH (1, 1) model suggests testing the individual influence of the
S&P 500 return, VIX Index, and investor sentiments over Bitcoin. For asymmetric
effect, applied EGARCH (1, 1) model to see the volatility behavior of Bitcoin. The
result recommended that Bitcoin volatility fluctuated in a speculative period in
stable market conditions, S&P 500 returns, VIX returns, and sentiment affects
Bitcoin volatility.

D. G. Baur and Dimpfl (2021) reveal that the volatility of Bitcoin is very high and
tenfold higher than the volatility of vital exchange rates of the US dollar versus
the Euro and Yen. This extreme volatility harms Bitcoin’s role in portfolios. This
datais based on March 2009 and go till August 30, 2020. Since their investigation
figured out that Bitcoin does not have that much use as a risk-diversifier and
cannot be used as a medium of exchange. They also conclude that Bitcoin
possesses a store of value properties, and to function as a currency, Bitcoin
should be secured or approved by the government.

The above literature contributes to the field of digital asset in which the authors
investigated Bitcoin's properties like hedge, safe-haven, mean of exchange,
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and store of value and also explored the hedging potential of Bitcoin against
precious metals, equity markets, and currency rate risk that protect the investor’s
portfolio from danger in the financial market and give new insight to investors
by investment in digital currency.

METHODOLOGY

The Quantiles are cut points in any distribution that defines the distribution
value above or below limits, providing information regarding the shape of
the distribution. 90% is the upper quantile, 50% is the median or middle
quantile, and 25% is the lower quantile.Quantile Regression analysis helps us to
examine the relationship between dependent variables (outcome variable) and
independent variables; this statistical method has been most broadly used to
see the conditional mean effect.

Model of Quantile Regression for Precious Metals and Stocks Market Index

We embraced the framework of quantile regression that has been introduced
by Igbal (2017), under several bearish and bullish conditions of the Bitcoin
market. For this purpose, Following models are designed.

The model of quantile regression for the bitcoin market against precious
metals/stocks of China and the United States is as follows;

QT (y) = 60 (T) + 51 (T) T'metals/stockls + BQ (7_) T'metals/stockD(metals/stock q10]
+ ﬁl (7—) rmetals/stockD(m,etals/stock q05] + ﬁl (7—) rmetals/stockD(m,etals/stock q01] (1)
+ e

Where r = returns of the variables
Return =log (p: / p ;1) *100

P, and P ,_; are the price and lagged price of Bitcoin and precious metals/stock,
respectively.

Q:(Y) = Conditional Distribution of Bitcoin against metals/stock markets at
particular quantiles. Also D[r(metals g10)], D[r(metals q05)] and D[r(metals q01)]
are Dummy variables of percentage change of metals/stock markets at 10%,
5% and 1% quantiles, i.e., (F(metats/stock)< 10% =1), (F(metats/stock)< 05% =1) and
(F(metals/stock)< 01% =1) respectively. Since g (t) represents the Bitcoin market's
hedge coefficients against metals/stock market. The coefficients X3, (10%),
Y83 (5%) and X34 (1% ) considers as a sum of safe-haven coefficients of Bitcoin
market against metals/stock market at 10%, 5% and 1% quantiles.
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Model of Quantile Regression for Exchange Rate Risk

The following model is used to find the hedging or safe-haven behavior of Bitcoin
against the currency rate of China.

Q- (y) = Bo () + B1(T) rex—rate + B2 (T) Tex—rate Dir ex—rate q99] 2)
+ B3 (T) Tez—rate Dir ex—rate q95) + B4 (T) Tez—rate Dir ex—rate qo0] + €t

Where, r = returns of the variables,

Return =log (p; / p +—1) *100

P, = price of Bitcoin and exchange rates.

P._1=lagged price of Bitcoin and exchange rates

Q:(Y) = Conditional Distribution of Bitcoin against metals markets at particular
quantiles.

D[r(metals q99)] = Dummy Variables of percentage change of exchange-rate
indexes at 99% quantile, i.e., rczchange rate)™> 99% =1.

Dlr(metals q95)] = Dummy Variables of percentage change of exchange-rate
indexes at 95% quantile, i.e., I czchange rate)> 95% =1.

D[r(metals q90)] = Dummy Variables of percentage change of exchange-rate
indexes at 90% quantile, i.e., M czchange rate) > 90% =1.

B4 (t) = Hedge coefficients of the Bitcoin market against exchange-rate indexes.

382 (99%) = sum of safe-haven coefficients of the Bitcoin market against
exchange-rate indexes at 99% quantile.

B3 (95%) = sum of safe-haven coefficients of the Bitcoin market against
exchange-rate indexes at 95% quantile.

384 (90% )= sum of safe-haven coefficients of the Bitcoin market against
exchange-rate indexes at 90% quantile.

EMPIRICAL ANALYSIS

This section focused on explaining and interpreting the econometric model of
Bitcoin with the three precious metals, equity markets, and exchange rates of
China and the United States.

Estimation Results

In the subsequent section, we will discuss the summary statistics, the time series
plot, and empirical results through the Quantile Regression model.
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Data Description and Summary Statistics

To achieve objectives of this study, we assembled a time series of data from
China and the USA. The prices of Bitcoin and precious metals like (gold, silver,
and platinum) have been considered in the US Dollar. The other financial and
economic variables, such as stock market indexes and local-currency exchange
rates, have been obtained from investing.com, DataStream, and International
Financial Statistics. The time frame is taken according to the availability of the
data; thus, the study contains 2902 daily observations of stock indexes, exchange
rates, Bitcoin, and precious metals, from July 18, 2010, to August 31, 2021.
The daily prices of Bitcoin, gold, silver, and platinum in China are calculated by
multiplying the respective currency rates. The assets'returns are calculated by
taking the natural logarithmic difference. Inspect S&P-500 Index from the USA
equity market, and Shanghai SEC Index considers the China stock market.

Table 1 presents the descriptive statistics of the returns of all the variables for the
extended sample period with 2902 daily observations, excluding weekends. The
descriptive analysis shows that Bitcoin is nowhere near gold, silver, platinum,
stocks, and exchange rates. The average daily return is 0.452 % in China, and
the United States of America yields an average return of Bitcoin price is 0.450
%. The standard deviation that measures the market volatility and a pivotal
factor to measure the risk associated with the investor investment show that
Bitcoin and other financial assets of both countries have similar behavior.The
only similarities observed are that the returns of all the assets, like Bitcoin,
stocks, exchange rates, and precious metals, have non-normal distribution. The
abnormality witnessed in financial data is the possibility of extreme returns,
technically termed kurtosis with heavy tails (leptokurtic), indicating a severe
degree of risk. As the financial assets of returns data exhibit an asymmetrical
distribution, the skewness is used as an alternative risk measurement tool. The
stock prices of China and the United States of America with negative skewness
generate frequent small gains and few extreme or significant losses in the
considered time frame.

Estimation Results for the United States of America

Table 2 represents the Quantile regression model of Bitcoin counter to the metal
market, i.e., gold in the United States. To access the Bitcoin hedging ability in the
USA, the results provide a significant hedge coefficient and positive relationship
between Bitcoin and gold;accordingly, Bitcoin can always hedge against the gold
metal market. The safe-haven coefficient associated with extreme market status
holds for the bearish or normal period of the Bitcoin market. At the same
time Bitcoin reserves as a safe asset in a bullish state against 5% and 1% gold
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Table 1.
Descriptive statistics of returns of Bitcoin, precious metals, stock indexes and
exchange rates risk in the USA and China

Countries Mean STD MIN. MAX. SKEWNESS KURTOSIS
BITCOIN 0.452 7.462 -85.004 147.418 2418 71.745
GOLD 0.016 1.014 -8.814 4.150 -0.557 7.627

CHINA SILVER 0.012 2.294 -19.546 11.567 -0.515 9.264
PLATINUM -0.012 1.467 -13.434 10.356 -0.535 10.665
SSEC 0.012 1.286 -8.873 5.604 -0.960 10.179
EXCHANGE 0.002 0.198 -1.818 1.349 -0.432 11.973
RATE
BITCOIN 0.450 7.460 -84.880 147.410 2.430 71.780
GOLD 0.015 0.964 -8.876 4.693 -0.646 8.762

USA SILVER 0.011 2.260 -19.546 11.567 -0.541 9.734
PLATINUM -0.014 1.409 -13.614 9.931 -0.510 11.037
S &P 500 0.050 1.061 -12.765 8.968 -0.921 21.395

Author Estimation

Note: The first column shows the means of log returns. The second column shows the standard
deviation. The third and fourth columns show log returns’ minimum and maximum observation.
The sixth column represents the skewness coefficient, and the last column represents the kurtosis
coefficients of log returns.

market. During the financial stress in the metal market, investment in Bitcoin is
quite beneficial for investors portfolio because it can act as a hedge and safe-
haven asset (Kyriazis, 2020) Bitcoin is a good hedging asset in portfolios with
gold. Moreover, gold is a beneficial and more stable safe-haven investment than
Bitcoin.

Table 3 discloses the estimation output through the Quantile regression of
Bitcoin and precious metals like silver in the USA. For identification of the hedging
potential of Bitcoin on the highly bearish and bullish state, the hedge coefficient
is insignificant but negative and positive at 10% quantile. So, we notice that
Bitcoin can hedge silver at an average of 25% and 75% quantiles of the Bitcoin
market. The safe-haven coefficient has an insignificant effect on all conditions
of silver return in the financial system; compared to the USA's silver market, the
safe-haven ability of Bitcoin does not prevail. Hence, we analyse that Bitcoin is
only a hedging asset in the investor portfolio against the financial troubles in the
silver market of the United States of America.

Table 4 displays the Quantile regression estimates of Bitcoin with precious metal
(platinum) in the United States. The results depict that the higher quantile
hedge coefficient is insignificant but positive, and Bitcoin can hedge only at
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the bearish quantiles, meaning that the Bitcoin market rises once the platinum
market brings down in the USA finance. Moreover, at 5% or above quantiles, the
average sum of a safe-haven coefficient is quite significant at bearish or normal
Bitcoin market, or 1% market status. Bitcoin can be a safe-haven during a normal
period only. Consequently, Bitcoin’s safe-haven ability holds when the platinum
market is distressed. Thus, our analysis examines that Bitcoin provides a better
investment opportunity to investors against the platinum metal market in the
USA.

Table 5 presents the result obtained from the Quantile regression of Bitcoin
against the S&P 500 Index. In this estimation, the hedging behavior is observed
around the lower and 75% quantiles of the Bitcoin market, represent that
investing in the Bitcoin market is quite advantageous for shareholders in the
USA when stock return is coming down. In favour of safe-haven characteristics,
Bitcoin exhibits a significant effect at the bull and bear market except for the 50%
quantile, corresponding to high market, i.e. 10% quantile of equity Index, not
only the high state but also at 5% and 1% condition, Bitcoin also retain its safe-
haven behaviors for bullish or standard financial environment. In a nutshell,
Bitcoin has a significant role in investor's portfolios and equity markets in the
United States and reduces risk during financial distress. Thus, this estimation
aligns with (Bouri, Jalkh, et al., 2017; Chan et al., 2019; Conrad et al., 2018; Erdas
& Caglar, 2018).

Estimation Results for China

Table 6 gives estimation results from the Quantile regression approach of Bitcoin
in contrast to China's precious gold metal market. To examine Bitcoin's hedging
potential, we observe a significant but positive coefficient, i.e. Bitcoin can hedge
only at the average market. Bitcoin does not display the hedging function
in China in the rising and declining market. The safe-haven coefficients of
Bitcoin parallel to the 10% and 5% quantiles have negligible effect;even so at
1% quantile, Bitcoin is favorable for safe-haven behaviour from bear to the bull
market in China. Therefore, estimated results denote that Bitcoin is preferable
assets along with gold financial market of China. In line with the Bouri, Jalkh, et
al. (2017), Bitcoin is a safe-haven.

Table 7 reveals the Quantile regression approach between China’s Bitcoin and
silver markets. The results indicate that the hedge coefficient is positive but
significant from neutral to the rising market of Bitcoin, so we figure out that
Bitcoin hedging ability exists in China's growing market. The overall effect of
safe-haven coefficients is significant but still positive at lower quantiles of Bitcoin,
so we conclude that Bitcoin can be asafe-haven asset at 10% or below quantiles

JISR-MSSE Volume 21 Number 1 January-March 2023
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of silver metal market. Henceforth, during the financial stress in silver market,
Bitcoin may appear as good investment for portfolio investors in China.

Table 8 represents the Quantile regression analysis of China’s Bitcoin and
platinum metal market. The significance of hedge coefficients at 25% and
50% quantiles shows thatBitcoin can act as a hedge asset against the financial
platinum market. We have seen that in China, Bitcoin only hedge at the
standard market of all the precious metals. However, the total sum of safe-
haven coefficient at the extreme platinum market issignificant from lower to
higher quantiles of Bitcoin. At 1% quantiles or declining condition in the
platinum market makes Bitcoin a safe-haven asset in the portfolio;only for
bearish periodsare the coefficients also positive and significant, i.e. Bitcoin holds
a safe-haven property in China.

Table 9 shows the estimation output of Bitcoin andthe Shanghai stock exchange
of China (SSEC). To identify the hedging characteristics of Bitcoin by employing
the Quantile regression model, we found a significant coefficient at 10%
quantile. Ina bullish environment, Bitcoin does not provide a significant hedging
coefficient which means Bitcoin hedge only at the falling market. To determine
the safe-haven behavior, Bitcoin exhibits significant coefficients at 1% and 5%
conditions; this represents the safe-haven property while the stock market gains
some and losses values, respectively. Otherwise, at the 10% equity market,
Bitcoin does not hold a safe-haven behavior. Dirican and Canoz (2017) expose
the relationship of Bitcoin's price with the developed equity market of the USA
and China, and concludes that Bitcoin has the potential to affect the investor's
sentiment for long-term investment but did not discover any relationship with
FTSE Index, and BIST100 Index.

Table 10 represents the Quantile regression estimation of Bitcoin and Chinese
Yuan.For the hedging capabilities, the result indicates the significant & positive
relationship between Bitcoin and Yuan at 50% quantile, i.e.,, normal market.
Moreover, when currency risk reaches 90% quantile, Bitcoin possesses a safe-
haven behavior and positive relation with the Chinese Yuan for all the quantiles.
At 99% risk, Bitcoin cannot be a safe-haven asset for investors at all phases of the
currency rate. While at 95 % exchange rate risk, Bitcoin detects as a safe-haven
instrument at 90% quantile. So, Bitcoin can be a hedge and safe-haven for both
currency Euro and the Chinese Yuan. These empirical results are consistent with
the findings of Niels Graveland (2018) estimation.

CONCLUSION

The current study examines an association of cryptocurrency or virtual currency
particularly Bitcoin, with traditional assets like precious metals, stock indexes,
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and exchange rates risk in the financial market of China and the United States.
Bitcoin is a virtual token with the highest market capitalisation among all the
other cryptocurrencies. In this study, we focused on how Bitcoin acts as a hedge
or safe-haven against the uncertain condition of equity markets, exchange rates,
and precious metals. Because several studies keep an eye on the gold market,
we added silver and platinum markets along with the gold market.

This study contributes to the literature in several ways by defining the pros and
cons of cryptocurrency. It gives investors, legislators, and decision-makers an
idea about investing in virtual property. It suggests the legal Bitcoin trading
which should be regulated by government organisations. The future of Bitcoin
can not be predicted, but banks and many financial authorities should consider
Bitcoin as an alternative currency for transaction purposes. Cryptocurrency,
particularly Bitcoin, has an optimistic future and may become a financial asset.
There are several assets in the portfolio, but adding Bitcoin can insured the
investors from probable collapse during the risk and diversify their portfolio.

LIMITATIONS OF THE STUDY

The study has a few limitations that can be covered in future studies. In this
study, we don't analyse the association of Bitcoin with economic and financial
variables exclusively. Still, this study help researcher to investigate the behavior
of Bitcoin with other variables such as inflation rates, bonds, and oil prices.
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