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Theoretical perspective has focused on the cryptocurrency adoption from more of a 

qualitative approach or from an infrastructural perspective. Therefore, the dismissal of 

the importance of quantitatively measuring the cryptocurrency adoption to be able to 

analyse and comprehend how this process is affected, has been limited in that sense. 

This paper has tried to come up with a solution to this problem as well as to inspect 

the extent to which economic policy uncertainty, financial development in United 

States and volatility affects this process. The quantification of this process was ensured 

by utilising principal component analysis to come up with what this study refers to as 

³FU\SWRFXUUHQF\� DGRSWLRQ� LQGH[´�� 7KLV� HQDEOHG� D� PHWKRGRORJLFDO� DSSURDFK� WR� XVH�

Ordinary Least Squares as the estimation method for the linear regression equations 

which was then accompanied with the Quantile Regression analysis for a profounder 

investigation of the relationship between economic policy uncertainty and the 

cryptocurrency adoption. The results of this study indicate the existence of a 

significant positive relationship between cryptocurrency adoption and global 

economic policy uncertainty. The positive relationship between 8QLWHG� 6WDWHV¶ 

financial development and cryptocurrency adoption have also been observed and 

possible inflationary pressures in United States also signified to be affecting 

cryptocurrency adoption positively.  

 

Keywords: cryptocurrency adoption index, economic policy uncertainty, financial 

development, volatility, VIX, principal component analysis.  
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7HRULN�SHUVSHNWLI��GDKD�oRN�QLWHO�ELU�\DNODúÕPGDQ�YH\D�DOW\DSÕ�SHUVSHNWLILQGHQ�NULSWR�

paraODUÕQ EHQLPVHQPHVLQH� RGDNODQPÕúWÕU�� %X� QHGHQOH�� kripto para benimseme 

sürecinin QDVÕO�HWNLOHQGL÷LQL�DQaliz edebilmek ve kavrayabilmek için kripto paraODUÕQ 

benimsenmesini nicel olarak ölçmenin öneminin J|]�DUGÕ�HGLOPHVi, bu anlamda oR÷X�

DUDúWÕUPDQÕQ�VÕQÕUOÕ�NDOPDVÕQD�VHEHS�ROPXúWXU. Bu makale, bu soruna nicel bir ölçümle 

çözüm getirmeyi denemesinin \DQÕ� VÕra, ekonomik SROLWLND� EHOLUVL]OL÷LQLQ�� %LUOHúLN�

'HYOHWOHU¶�LQ�ILQDQVDO�JHOLúPLúOL÷LQLQ ve volatilitenin EX�V�UHFL�QH�|Oo�GH�HWNLOHGL÷LQL�

LQFHOHPH\H� oDOÕúPÕúWÕU�� %X� V�UHFLQ� QLFHOOHúWLULOPHVL�� EX� oDOÕúPDQÕQ� ³NULSWR� SDUD�

EHQLPVHPH�HQGHNVL´�RODUDN�DGODQGÕUGÕ÷Õ endeksi RUWD\D�oÕNDUPDN� LoLQ� WHPHO�ELOHúHQ�

DQDOL]L�NXOODQÕODUDN�VD÷ODQGÕ��%X��GR÷UXVDO�UHJUHV\RQ�GHQNOHPOHUL�LoLQ�WDKPLQ�\|QWHPL�

olarak En Küçük Kareler yöntemini NXOODQPDN� LoLQ� PHWRGRORMLN� ELU� \DNODúÕPÕ�

P�PN�Q� NÕOGÕ� YH� EXQD� GDKD� VRQUD� HNRQRPLN� SROLWLND� EHOLUVL]OL÷L� LOH� NULSWR� SDUD�

EHQLPVHQPHVL� DUDVÕQGDNL� LOLúNLQLQ�GDKD�GHULQ�ELU� DUDúWÕUPDVÕ� LoLQ�Kantil Regresyon 

DQDOL]L� HúOLN� HWWL�� %X� oDOÕúPDQÕQ� VRQXoODUÕ�� NULSWR� SDUD� EHQLPVHQPHVL� LOH� N�UHVHO�

HNRQRPLN� SROLWLND� EHOLUVL]OL÷L� DUDVÕQGD DQODPOÕ bir pozitif iliúNLQLQ� YDUOÕ÷ÕQÕ�

göstermektedir. %LUOHúLN� 'HYOHWOHU¶� GHNL� ILQDQVDO� JHOLúPLúOLN YH� NULSWR� SDUDQÕQ�

EHQLPVHQPHVL�DUDVÕQGDNL�SR]LWLI�LOLúNL�GH�J|]OHPOHQGL�YH�RODVÕ�HQIODV\RQLVW�EDVNÕODUÕQ�

kripto paraODUÕ EHQLPVHPH\L�ROXPOX�\|QGH�HWNLOHGL÷L�J|]OHPOHQPLúWLU. 

 

Anahtar Kelimeler: kripto para benimseme endeksL��HNRQRPLN�SROLWLND�EHOLUVL]OL÷L��

ILQDQVDO�JHOLúPLúOLN, volatilite��9,;��WHPHO�ELOHúHQ�DQDOL]L� 
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Chapter 1 

INTRODUCTION 

Since Nakamoto (2008) and Buterin (2014) have published whitepapers on Bitcoin 

and Ethereum, they shook the world from its technological roots. There has been a 

wild debate going on whether cryptocurrencies are actual currencies or just speculative 

investments in their essence (Ciaian et al., 2016; Yermack, 2015). Debates even go as 

far as to claim cryptocurrencies are nothing but a scam and their values will eventually 

become zero. The heated arguments have often neglected on the technology that 

cryptocurrencies rely on and the possible technological implications of these 

technologies as well as their importance to our daily lives and the processes. Through 

only comprehending the very technology that is provided, we can then understand 

cryptocurrencies. Just like any other habit, it takes time for people to get used to any 

advancements in technological state and innovation. To what extent cryptocurrencies 

are actually used for their technological essence will enlighten the debates revolving 

around the very nature of cryptocurrencies and their technologies. The very reason 

why these technologies try to innovate existing payment methods as well as related 

technologies into decentralisation as an alternative to already existing centralised 

methods is at the center of debate on governance methods and the notion of privacy. 

The search of decentralisation signals for the outcry in our search for an alternative to 

the very institutions we humans have created. Cryptocurrencies are debated to be 

inflation hedgers as well as a reliable way to run away from governments supposedly 

unreliable monetaristic regimes and the economic policy uncertainty that various 



 2 

factors contribute into. This paper tries to measure cryptocurrency adoption by 

separating it from the price information and using high frequency data using on-chain 

data to overcome the problems of measuring adoption to understand how global 

economic policy uncertainty affects our usage of cryptocurrencies and their 

technologies. 
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Chapter 2 

LITERATURE REVIEW 

2.1 Adoption 

The vast majority of the literature focuses either on the social and institutional factors 

(Angelis & Silva, 2019; Sobhanifard & Sadatfarizani, 2019; Fujiki, 2020), the 

infrastructure shifts and expansions on the cryptocurrency realm (Saiedi et al., 2021), 

the intrinsic value and the measurement of an if existent value through the use of 

network via different models of valuation (García-Monleón et al., 2021; Sockin & 

Xiong, 2020) and lastly, regulatory arguments (Schaupp & Festa, 2018) when it comes 

to discuss on the nature of cryptocurrencies and its adoption (AlShamsi et al., 2022). 

Chainanalysis (2021) have released its own crypto adoption index in 2021 in a report 

which takes into consideration various factors and ranks countries accordingly in a 

quarterly fashion then adds the index numbers of all countries to come up with a global 

index for cryptoFXUUHQF\�DGRSWLRQ��7KLV�LV�PHUHO\�DQ�DFDGHPLF�ZRUN�DQG�KDVQ¶W�EHHQ�

tested and published in academic platforms. Yet, it must be recognised that apart from 

�³7KH� ����� *HRJUDSK\� RI� &U\SWRFXUUHQF\� 5HSRUW�´� ��21) by Chainanalysis there 

KDVQ¶W�EHHQ�PXFK�HIIRUW�WR�TXDQWLI\�DGRSWLRQ�LQ�D�VLPLODU�PDQQHU�E\�DFDGHPLFLDQV��7KH�

closest work is the work of Saiedi et al. (2021) which researches the global drivers of 

crypto adoption but still there is not an index or a quantifiable measurement that is 

widely recognised and used to the knowledge of this paper.  
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Adoption and how we must approach to adoption relies on our vision on the nature of 

cryptocurrencies  and  its  technologies  as  well  as  the  if  existent  intrinsic  value  they 

might  possess. In  order  to  be  able  to  understand  if  any  intrinsic  value  of 

cryptocurrencies exist, the basis of our perspective should launch from a ground of a 

naturalistic vision. In other words, the nature of cryptocurrencies should be discussed 

and  defined as the  definition  of  cryptocurrency  this  paper embraces will  or  might 

change  the perspective  to  which  we  approach  the  concept  of  adoption  and  intrinsic 

value of such technology. Hence, we accept the work of García-Monleón et al. (2020)

on  defining  cryptocurrencies categorically. García-Monleón  et  al.  (2020) defines 

cryptocurrencies in three categories according to their technological nature:

2.1.1 ICO (Initial coin offering)

,QLWLDO�FRLQ�RIIHULQJV�VKRXOGQ¶W�EH�SHUFHLYHG�so different than initial public offerings 

as García-Monleón et al. (2020) argues. Initial coin offerings are a way to raise capital 

through  the  release  of  tokens  and  more  than  often have  the full intention  to  fund 

specific projects (Momtaz, 2020). Whether it is a pre-existing company trying to fund 

a specific project or a start-up trying to raise capital, the use of ICOs depending on the 

agreement during the issuance, grants its holders certain rights to transmission as well 

as autonomy in cases whiFK�DUH�DEOH��,&2V�DUHQ¶W�OLPLWHG�WR�WKLV��WKH\�FRXOG�DOVR�EH�

used in exchange for the goods and services which the project offers (Catalini & Gans, 

2018). Therefore, it can be argued that ICOs have intrinsic value in a sense due to the 

fact in which the goods and services the ICO is converted or exchanged for will have 

intrinsic value to its holder (Meyer & Hudon, 2019).  
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2.1.2 Single-layered block chain cryptocurrencies 

Quite contrary to ICOs, VLQJOH�OD\HU�EORFN�FKDLQ�FU\SWRFXUUHQFLHV�FDQ¶W�EH�FRQYHUWHG�

or exchanged for goods and services. The XVHU¶V trust is the only backing power this 

type of cryptocurrencies have (García-Monleón et al., 2020). Apart from using these 

coins for transfer��WKH�VLQJOH�OD\HU�EORFN�FKDLQ�QHWZRUN�FDQ¶W�WUDQVIHU�DQ\�RWKHU�IRUP�

of information without changing the structure it very survives on. Therefore, Ciaian et 

al. (2016) argues on the absence of any intrinsic value for these types of 

cryptocurrencies. This type of cryptocurrencies is at the center of the arguments 

revolving around the nature of cryptocurrencies. Cryptocurrencies like Bitcoin and 

Bitcoin Cash fall into this category. This could clarify the argument why the Bitcoin 

is heavily discussed on its nature. Some scholars like Yermack (2015) argue that 

Bitcoin behaves more like a speculative investment rather than a form of currency. 

Yet, this topic is heavily debated among scholars as some authors have an opposing 

opinion on the nature of these kinds of cryptocurrencies. The opposing argument states 

that these cryptocurrencies have a store of value and these arguments go beyond this 

notion to indicate, a potential role for single layer block chain cryptocurrencies like 

Bitcoin to act as a global currency (García-Monleón et al., 2020). 

Yet, DV� 0HWFDOIH¶V� /DZ� VWDWHV� �*DUFtD-Monleón et al., 2020) information transfer 

networks have value embedded in its nodes. The essence of value for information 

WUDQVIHU� QHWZRUNV�� DFFRUGLQJ� WR�0HWFDOIH¶V� /DZ�� UHO\� RQ� WKH� XWLOLW\� WKHVH� QHWZRUNV�

provide. As a result, García-Monleón et al. (2020) uses this concept to argue the 

intrinsic value of single layer block chain cryptocurrencies exist. This paper adopts 

this perspective that the value of a node beholds intrinsic value of information 

networks of this sort.    
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2.1.3 Multi-layered block chain cryptocurrencies 

As the name indicates, multiple layer block chain cryptocurrencies consist of multiple 

layers. Cryptocurrencies that rely on this network can operate transaction like the other 

types while also being able to circulate various forms of information (García-Monleón 

et al., 2020). The underlying technological aspects of this type of cryptocurrencies 

allow them to provide immense number of functionalities, be it intellectual property 

(Non-Fungible Tokens or NFTs for short, could be a good example for this case), 

micropayments, physical and financial assets, storage systems and many more. This 

might be one of the most important factors of difference between Bitcoin and 

Ethereum in a technological sense. Ethereum functions like a platform where other 

projects can link to its layers and developed a multi layered projects of their own. The 

base layer that Ethereum provides can be used for different technological purposes 

depending on the project that is being created and its purpose (García-Monleón et al., 

2020). The fact that, Bitcoin have been the first and the most dominant cryptocurrency 

in the market caused it to be at the centre of arguments. Due to this centric approach 

of many articles on Bitcoin, it can be argued the multiple layer block chain 

technologies and its nature have often been overlooked as a result.  

To sum up, the new utilities that can be embedded to multiple layer block chain 

cryptocurrencies increases the value of the network and the nodes it relies on. 

Therefore, accepting the existence of intrinsic value of single layer block chain 

cryptocurrencies, the same argument applies to multiple layer block chain 

FU\SWRFXUUHQFLHV��$Q�LQWULQVLF�YDOXH�RI�WKH�VRUW�WKDW�0HWFDOIH¶V�/DZ�VWDWHV, then exists 

in this type of cryptocurrency. 
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For this paper the intrinsic value of cryptocurrencies exists as stated by the prior 

DUJXPHQWV� RI� 0HWFDOIH¶V� ODZ� H[SODLQV�� 7KH� SRLQW� LV� WKDW� FU\SWRFXUUHQFLHV� KDYH� D�

distinct intrinsic value of their own due to the fact that they play the role of exchange 

for goods and services as well as the fact that the technology they surely depend 

provides a value of its own depending on the cryptocurrency type argued upon. There 

is a philosophical and political sense to this argument which is sometimes neglected. 

The existence of Decentralised Autonomous Organisations (DAOs), provide an 

alternative way to govern and manage organisations. The way in which an organisation 

is ruled alters regarding to the protocol it adopts. The protocol is defined in a way 

where all parties involved need to trust the code and sourcing data in which the 

protocol trusts on. Hence, the trust is into technology rather than an institution run by 

the people. The protocol works seamlessly according to the code that ensures 

RUJDQLVDWLRQ�LV�UXOHG�DXWRQRPRXVO\��KHQFH�WKH�QDPH�³DXWRQRPRXV´�GHILQHV�WKLV�QDWXUH�

of such organisations (Hsieh, 2018). Consequently, understanding the intrinsic value 

of such technologies and their nature in which they operate is very important for 

understanding adoption because it is a deciding factor in which this paper chooses to 

define what we actually mean by adoption and how we attempt to measure it 

comparably to the notion of economic uncertainty. Why then DAOs are important to 

understanding both the adoption and uncertainty argument? DAOs are alternative 

ways to govern, alternative ways to rule digital and possibly offline societies, at least 

some people believe this way since they deem DAOs as a means to solve the agency 

problem (Hsieh et al., 2018).  
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Therefore, users who might use cryptocurrencies for the goods and services it provides 

might be actually accompanied with people who might see it as an alternative way to 

govern. We should remember the believers in cryptocurrencies who also tend to defend 

the position of cryptocurrencies as the future of all currencies and its role as a global 

currency.  

The ongoing argument about whether cryptocurrencies have intrinsic value or not, or 

if they are speculative investments or global currencies is very complicated and there 

is no consensus on this matter. Nevertheless, it is vital that it is clear this paper accepts 

both sides of the argument in a sense. We believe arguments on cryptocurrencies 

playing the role of speculative investment is right as well as the argument 

cryptocurrencies having intrinsic value and that people are using them for the sake of 

technological benefits they provide, as well as the people who believe it will be a 

global currency one day or an alternative way to govern. When it comes to believing 

in something and using goods and services, different people usually possess different 

beliefs and people use different things for different and possibly multiple purposes. 

Therefore, arguing that only one set of people are the user base for cryptocurrencies, 

in the firm belief of this paper, is unrealistic hence why we accept all of the stated 

opinions about cryptocurrencies according to the evidence that is present in the works 

of others.  

Respectively, in the framework for adoption this is quite crucial as it raises the 

question. If we accept to involve %LWFRLQV¶� DQG� RWKHU� FU\SWRFXUUHQFLHV¶� price 

information for measuring adoption, could we be involving fluctuating speculative 

behaviour of sorts into our measure? Should the amount to which we try to quantize 

adoption include price information of any cryptocurrency considering that they are 
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quite volatile? Maybe the most important of all, does the increased number of 

speculative investments also indicate a higher adoption? To be able to clear this 

blurring water of questions one must simply answer the following question: How do 

we define adoption?  

From a social outlook, we can deduct that adoption can be defined by the desire and 

the ability to which people will use a certain thing (cryptocurrencies in this case) in a 

PDQQHU�WKDW�GRHVQ¶W�IHHO�DOLHQDWHG�WR�WKHP��<HW, measuring this is quite unlikely as the 

definition is blurry. Does the daily use of something is required for it to be defined as 

adopted? The cryptocurrencies are used daily to an extent to which it plays the role of 

a legal tender and is used as a form of exchange in certain economies.  

Important aspects of adoption from the perspective of this paper dwell upon two 

factors: the number of people who use cryptocurrencies daily, this concept includes 

people who are using cryptocurrencies for its exchange value and institutions which 

also make use of the cryptocurrencies for its store of value as well as the technological 

benefits it stores intrinsically. Secondly, long term users and believers of the 

technology, this might mean people might not be using cryptocurrencies daily but they 

are slowly increasing their holding amounts of cryptocurrencies because of alter belief 

that cryptocurrencies might be the future, or at least might play a vital role in the future.  

In addition to our understanding of adoption, speculative investors from our 

SHUVSHFWLYH� GRQ¶W� FRXQW� DV� D� SDUW� RI� DGRSWLRQ� EHFDXVH� WKH\� DUH� QRW� XVLQJ� WKH�

cryptocurrency either for its technology, or what it might politically represent or for 

its store of value. The reason why is that, these investors are simply trying to make 

money and they are using cryptocurrencies as a tool for that. Which means 
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cryptocurrencies for them are not different than any other form of investment that 

FRXOG�EULQJ�PRQH\�WR�WKH�WDEOH��7KH\�GRQ¶W�GLVWLQJXLVK�FU\SWRFXUUHQF\�VLPSly because 

they believe to its value as a technology. This is why we desire to exclude speculative 

side of cryptocurrencies out of the conversation of adoption.  

The cryptocurrency market present to have highly volatile prices as well, this might 

be of various reasons but the vital part here is that including cryptocurrency price 

information in measuring adoption we believe is problematic due to the reasons we 

have touched on (Cheah & Fry, 2015). Measuring adoption should simply discover, as 

this paper argues, the population which is using cryptocurrencies for the intrinsic 

values which it beholds as argued above.  

2.2  Uncertainty 

The times of political and economic crisis bring the times of uncertainty with them. 

The concerns surrounding policy implications rise bringing an uncertain outlook into 

the future. If and how uncertainty affects the functioning of the economy aids us into 

humouring the paths into which economists and policy makers should follow.  

,QYHVWPHQW¶V� UROH� LQ� HFRQRP\� VKRXOGQ¶W� EH�XQGHUHVWLPDWHd. Works of scholars like 

Kang et al. (2014) suggests that economic policy uncertainty affects investments 

negatively both over the long and short run depending on the uncertainty measure that 

is being used. This indicates the impact of uncertainty through macroeconomic 

channels as firm investment decisions are well affected. On top of that, investment 

LVQ¶W� WKH�RQO\� IDFWRU� WKDW� WDNHV� WKH� WROO� IURP� VKRFNV� DQG�ZDYHV�RI� XQFHUWDLQW\�� 7KH�

consumption is also affected by this phenomenon. Wu & Zhao (2022) on their work 

discuss the details the which Chinese household consumption is negatively affected 
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by the economic policy uncertainty. The results indicate a negative correlation 

showing a persistent relationship between the two variables. Another study also 

approves the findings of these studies indirectly through looking at the same problem 

from a different perspective. Li & Wei (2022) analysing the effects of economic policy 

uncertainty on the government spending multiplier conclude a lower government 

spending multiplier is associated with higher economic policy uncertainty and a higher 

government spending multiplier is associated with lower economic policy uncertainty. 

Their work concludes the importance of uncertainty in decision making regarding the 

fiscal policy. Their arguments further suggest, the implication of an uncertainty 

lowering measure prior to making fiscal policy decisions to maximize the possible 

effect of the policy that is implied.  

Therefore, the nHJDWLYH�HIIHFWV�RI�XQFHUWDLQW\�RQ�HFRQRPLF�DFWLYLW\�FDQ¶W�EH�QHJOHFWHG�

or denied. The question at hand is then, the volume in which if these uncertainty shocks 

or waves affect cryptocurrencies. Additionally, this is reasonably vital in 

understanding a possible relationship between cryptocurrencies and their usage at the 

times of heightened economic policy uncertainty, this could change the way we might 

see a relationship between adoption and economic policy uncertainty. To be able to 

answer and understand this relationship we must turn our heads to the interdependence 

of traditional financial markets and cryptocurrencies. Investigating the 

interdependence of Bitcoin and traditional financial markets Matkovskyy et al. (2020) 

found the relationship is affected by the economic policy uncertainty. At times where 

the economic policy uncertainty is heightened or more accurately at the times of 

economic policy uncertainty shocks, the interdependence of Bitcoin and traditional 

financial markets decrease. The reasoning for such relationship might indicate a 
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substitute effect between cryptocurrencies and traditional financial markets as Bitcoin 

might be perceived as a good hedging tool against economic policy uncertainty for 

risk diversification. Furthermore, realising if Bitcoin could actually be a good hedging 

tool under different uncertainty measures for economic policy could help us in 

understanding the possible effects of uncertainty on the notion of adoption. Fang et al. 

(2019) indicates that depending on the circumstances Bitcoin has the ability to act as 

a hedging tool against economic policy uncertainty. At times of crisis, does Bitcoin 

play the role of safe-haven or is it only a good hedging tool? The idea suggests to 

question the nature and the means to which the level of uncertainty can affect adoption 

LI�LW�GRHV��(YHQ�LI�UHODWLRQVKLS�LV�H[SHFWHG��LW�VKRXOGQ¶W�EH�WKH�VDPH�DQG�WKH�GLVWULEXWLRQ�

RI� WKH� DIIHFW� VKRXOGQ¶W� EH� QRUPDO�� 7KH� GLVWULEXWLRQ� VKRXOG� EH� VNHZHG� WRZDUGV�

heightened uncertainty affecting adoption mRUH�ZKHUH�DW� ORZ� OHYHOV� LW�GRHVQ¶W��7KH�

reasoning is quite simple, if cryptocurrencies are an alternative from escaping the 

economic policies and the uncertainty they bring then in the presence of an if existent 

relationship, higher uncertainty should mean higher adoption. However, we should 

DOVR�PDNH�VXUH�DW�WLPHV�RI�FULVLV�WKH�VLWXDWLRQ�GRHVQ¶W�VKLIW��RU�LI�LW�GRHV, it should be 

analysed and observed.  

Looking at the works of others, Bouri et al. (2017) analysing the relationship between 

the times of FULVLV�DQG�%LWFRLQ¶V�FDSDELOLW\�WR�KHGJH�DQG�DOVR�EH�PRUH�WKDQ�D�GLYHUVLILHU��

The possible safe haven properties of Bitcoin have been analysed as well to investigate 

the times of crisis. The findings do implicate at times of Chinese crisis Bitcoin really 

dRHV� SOD\� WKH� UROH� RI� VDIH� KDYHQ�� +RZHYHU�� HYDOXDWLQJ� %LWFRLQ¶V� KLJK� YRODWLOLW\�

Yermack (2015��VXJJHVWV�%LWFRLQ¶V�VDIH�KDYHQ�FDSDELOLW\�PLJKW�EH�OLPLWHG�DW�D�GDLO\�

time frame comparably to its weekly performance. The work of Bouri et al. (2017) 
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discovers quite similar results to that of discussed by Yermack (2015). In addition, we 

must realise the remainder findings which also point out the association between 

higher economic policy uncertainty and lower volatility of cryptocurrency prices (Yen 

& Cheng, 2021). This also signals cryptocurrencies could be adopted more at times of 

uncertainty. Hence, expecting a positive relationship between and adoption makes 

sense. This paper wishes to test this hypothesis under the light of methods which will 

be revealed along the paper.  

The point focus of literature has been related to the price information of 

cryptocurrencies. The volatility of these cryptocurrencies as well as their capability as 

risk diversifiers have been the mainly focus. Most of the studies investigate the 

changes in prices and very little work has been done on measuring adoption using on-

chain data, transfer volumes and any related figures. Vast majority of the analyses 

indicate a possibility of relationship between adoption and other factors. This paper 

wants to investigate these factors without using volatility or price information as 

proxies for adoption as we believe it might misrepresent the level of adoption 

according to the definition of adoption this paper accepts. The mentioned papers using 

price information KDYHQ¶W�DFWXDOO\�LQYHVWLJDWHG�WKH�adopters of cryptocurrencies from 

our perspective due to the reasons we have discussed about short term investors of 

cryptocurrencies. Casting aside short-term investors and not including investors as part 

RI�DGRSWLRQ�PHDVXUHV�GRHVQ¶W�PHDQ�ZH�VKRXOG�FRPSOHWHO\�QHJOHFW�WKHLU�SUHVHQFH�ZKHQ�

LQYHVWLJDWLQJ�DGRSWLRQ�RI�FU\SWRFXUUHQF\�WHFKQRORJLHV��7KH�UHDVRQ�LVQ¶W�VR�YDJXH��WKH�

risk diversification usages of cryptocurrencies might not be only adopted by investors 

who buy and sell coins in short time frames. This might be the characteristic trait of 

SHRSOH�ZKR� DOVR�GRQ¶W� WUXVW� LQ� LQVWLWXWLRQV� DQ\PRUH�ZKHUH� WKH� FUHGLELOLW\� RI� SROLF\�
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makers is questioned or where high levels of inflation is present. Uncertainty shocks 

might be belief wreckers for some people and might instil fear making people look for 

alternative ways to be risk diverse and safe in the future hence looking out for an 

alternative. Therefore, when investigating adoption figures, the risk diversification 

capabilities of cryptocurrencies should be considered and the uncertainty measures 

which affect the actions of investors should be understood to understand the possible 

movements in adoption measures compared to uncertainty.   

2.3  VIX 

VIX is an index of volatility based on the S&P500 Index to measure the market 

volatility. It is an indicator of the levels of market volatility and for the sake of this 

argument it will be a proxy for the risk of traditional financial markets (López-

Cabarcos et al., 2021). In other words, as mentioned VIX can loosely be thought as 

the risk factor of keeping money in the traditional financial market. An increased VIX 

could mean the risk is greater for people who wish to keep their money in the 

traditional financial markets. The relationship between VIX and Bitcoin prices have 

been investigated and no meaningful relationship have been found (López-Cabarcos 

et al., 2021). The study concluded by arguing this means investors have speculatively 

invested in the Bitcoin market without considering the market data from the traditional 

financial markets. However, this paper kindly wants to suggest by pointing out the 

possibility that, this result could be not because of speculative investing decision solely 

but also because of the belief that financial markets might not be the firm factor 

affecting Bitcoin returns. There is no contesting the fact that Bitcoin is speculatively 

traded by a certain population and that the traders rely on the previous day volatility 

as well as the news data to make their trading decisions instead of the data from the 

traditional financial markets as López-Cabarcos et al. (2021) finds. Yet, we believe 
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having an open mind for other possible reasons of the SHRSOH¶V� actions is only 

beneficial through the eyes of empirical approach. Simply, users of cryptocurrencies 

might believe cryptocurrency could be an isolating factor against the risk from 

traditional financial markets, then using this data in approaching cryptocurrencies 

would be inappropriate as it could be perceived irrelevant up to a certain extent. Of 

course, this is just a possibility and jumping into conclusion for both sides of the 

argument would be irresponsible. Therefore, more research is needed on this topic and 

this paper wishes to contribute to literature in this sense by analysing the relationship 

between the VIX and the levels of adoption.  

The levels of return of cryptocurrencies or a shift in the nature of volatility due to 

traditional financial markets can indicate certain channel of factors affecting 

cryptocurrencies. This paper also believes VIX could affect the adoption of 

cryptocurrencies. The logic behind such expectation relies on the fact that, if 

traditional financial markets and fiat currencies have an alternative relying in the 

cryptocurrency technologies then an increased risk and volatility of traditional 

financial markets could positively influence cryptocurrency adoption.  

This relationship might not necessarily be positive, there is the possibility of a negative 

correspondence which FRXOG�PHDQ�IHZ�WKLQJV��)LUVWO\��LW�FRXOG�PHDQ�WKDW�SHRSOH�GRQ¶W�

use one as an alternative to another or might be afraid that increased risk in traditional 

financial markets could eventually affect cryptocurrencies, directly or indirectly. 

Secondly, it could be because of the fact that an increased volatility of traditional 

financial markets could instil fear and instead of choosing to save or invest in any way, 

people might choose more liquid ways to keep their money. Cryptocurrencies could 

be used as safe saving spots as we argue, and this could mean higher adoption rates. 
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However, at times of crisis or increased risk, people might be resorting into holding 

cash or in a money like liquid form.  

2.4  Volatility of cryptocurrencies 

It is well observed and documented that; cryptocurrencies have volatile prices. 

Additionally, whether Bitcoin is the dominant currency and how does the volatility of 

one currency affect the others is crucial in understanding the behaviour of the whole 

market. Yi et al. (2018) found that major cryptocurrencies have connected volatilities 

and the spill over effect amongst all major currencies are high. This relationship is 

amplified at times of uncertainty. Subsequently, when analysing the cryptocurrency 

market and its volatility, looking at the major cryptocurrencies can be helpful in 

understanding the whole market. In light of these findings, the relevance of such results 

in observing adoption would mean looking at the volatility of the largest currency in 

the market could be more than useful. This is why Bitcoin has been the center of our 

attention regarding the volatility information and luckily as mentioned most of the 

VWXGLHV�IRFXV�RQ�%LWFRLQ¶V�SULFH�DQG�YRODWLOLW\�LQIRUPDWLRQ�KHDYLO\�� 

The negative correlation RI�%LWFRLQ¶V�YRODWLOLW\�ZLWK�DGRSWLRQ�ZRXOG�PHDQ�WKDW�SHRSOH�

who use cryptocurrencies might want to resort back to other major fiat currencies. 

Therefore, an increased volatility could hinder the possible adopters from intending to 

keep cryptocurrencies. Finding no meaningful relationship is also highly likely, as 

adopters might not be interested in using these cryptocurrencies comparably to other 

currency but simply because of their technological function. There is no work on to 

the best of our knowledge regarding this matter. Through working on this topic, this 

paper wishes to contribute to the literature and open new ways to argue the potential 

relationships between the above-mentioned factors and adoption.  
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2.5  Financial development 

A well-developed financial system beholds certain characteristic traits starting with an 

enhanced increase in accessing to financial markets, wide in its size, proven as efficient 

and a stable financial market which all to benefit the economy in certain forms (Guru 

& Yadav, 2019). Looking at the growth rate of economy, financial development could 

be seen as a major player as it aids in capital accumulation and technological 

advancements (Calderón & Liu, 2003). Through an advancement in financial systems 

formation of capital as well as its growth can be accomplished as financial 

development attracts more capital and promotes national savings (Greenwood & 

Jovanovic, 1990). Additionally, in cases where financial systems are improved then 

the allocation of savings can be achieved more efficiently. Beneficially, information 

costs become lower which in return could impact the allocation of resources and 

productivity growth (Calderón & Liu, 2003). Financial depth as one of the prominent 

factors in financial development (Svirydzenka, 2016) is found to be critical in 

understanding contract enforcement in an economy. Clague et al. (1999) suggest that 

financial depth is in correlation with the strength of contract enforcement in an 

economy. Consequently, financial depth can act as a proxy for the strength of property 

rights in an economy (Benhabib & Spiegel, 2000). Financial development and 

financial depth as its component when investigated by Benhabib & Spiegel (2000) 

have been realised to be critical in the process of economic growth as well as 

investment and capital accumulation in an economy.  

As national savings, investments and economic growth get positively affected by 

financial development, an increase in financial development should positively enhance 

the cryptocurrency adoption. In our previous arguments, the substitution between trust 
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in government and trust in cryptocurrency technology have been touched upon rigidly. 

Neglecting national developmental effects in the analysing process of cryptocurrency 

adoption could result in omitting a very crucial aspect of this situation. The dilemma 

we are trying to understand is simply ironic, an improvement in financial systems 

could result in people looking for alternatives to the system itself. However, this 

analysis wishes to show that it is more than looking for alternatives, that there is a 

strong possibility where improved financial systems might create more prosperous 

societies which then go fund technological advancements. In arguing on the nature of 

cryptocurrencies, what no author to our knowledge have argued on is the notion that 

cryptocurrencies are technologies and simply increased capital flow in such 

technologies should be evident in an improved economy. As economic theory 

suggests, as economy grows so does technological advancements come along the way 

and developed economies are the financers of technological advancements as well. 

Looking from this perspective, then improved financial systems should positively 

influence cryptocurrency adoption as it would do the same for any other technology.  

M2/GDP is a widely used and accepted indicator used in understanding financial 

development and more importantly financial depth (Hetzel, 1989; Clague et al., 1999). 

Simply, the money supply in economy is an indicator of the monetary policy in the 

economy and investigating its relationship with GDP shows possible inflationary 

pressures in cases where M2 is growing faster than GDP (Hsing & Hsieh, 2012). 

However, this effect can be lagged and in the short run, even if M2 is growing larger 

than GDP, it could have positive impact. This was the case for stock market index, at 

first an increase in M2/GDP ratio resulted in positive impact till it passed a certain 

threshold and affected stock market index negatively (Hsing & Hsieh, 2012). Hsing 
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(2011) have found M2/GDP having a quadratic relationship with stock market 

performance. This is basically because, if the money supply is increasing rapidly 

without an accommodated increase in GDP, then there is too much money supply in 

the economy meaning inflationary pressure as a result (Hsing & Hsieh, 2012). There 

is no specific work between cryptocurrency adoption and M2/GDP so the nature of 

this relationship can only be assumed and investigated mildly at first. The lack of 

empirical work regarding this possible nature pushes this paper to analyse the 

relationship between these variables directly through a basic model of analysis. By 

doing so this paper wishes to lay the basis for future work and future analysis. A similar 

quadratic relationship might be found between cryptocurrency adoption and M2/GDP 

as it is the case for stock market index, however, threshold analysis is beyond the scope 

of this paper as there are other relationships this paper wishes to investigate. This paper 

as mentioned above, will investigate at first the direct relationship between financial 

depth and cryptocurrency adoption to lay the basis for future work on this matter. 

Therefore, further study will be needed to understand any possible quadratic nature of 

this relationship.   
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Chapter 3 

DATA 

Our dependent variable Cryptocurrency Adoption Index is constructed using principal 

component analysis (Jackson, 2005) through a combination of time series data for the 

following measures: number of daily active addresses, number of daily transactions, 

daily transfer volumes, daily balance by time held. The data consists of 4968 daily 

observations in total and dates between 03.01.2009 and 10.08.2022. All the data 

mentioned above (DSDUW� IURP� ³GDLO\� EDODQFH� E\� WLPH� KHOG´) can be found using 

glassnode.com which is a cryptocurrency informative data provisory website, the data 

for ³daily balance by time held´ can be found in intotheblock.com for the above-

mentioned time frame. All of the following data is collected for Bitcoin, Ethereum and 

Litecoin which when combined make up more than 75 percent of the cryptocurrency 

market in market capitalisation throughout the span of our observations. 

(coinmarketcap.com).  Number of daily active addresses indicate addresses that are 

actively in use as the name suggests whereas the number of daily transactions indicate 

WKH�QXPEHU�RI�WUDQVDFWLRQV�FRPSOHWHG�LQ�D�GD\��7KLV�PHDVXUH�GRHVQ¶W�LQFOXGH�DQ\�³not 

confirmed´ transactions, only the confirmed transactions are included in this data. 

Daily transfer volumes include the number of coins which are transferred from one 

address to another in total throughout the day. Using the exchange and price data 

between coins gathered from glassnode.com and investing.com, all Ethereum and 

Litecoin transfer volumes have been converted to corresponding values of Bitcoin to 

be able to measure the transfer volumes in the same unit form. Because the number of 
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(WKHUHXP�FRLQV�LQ�FLUFXODWLRQ�FDQ¶W�VLPSO\�EH�DGGHG�WR�/LWHFRLQV�DV�WKH\�GRQ¶W�KDYH�

same unit value. Lastly, daily balance by time held shows the number of coins in terms 

of account balance which are categorised according to time span the coin is held. The 

data is divided into three categories in terms of time held, hodlers, cruisers and traders. 

Hodlers consists of accounts which have been holding coins for more than 1 year 

whereas cruisers are holders of coins between 1-12 months and lastly traders are 

people who only hold coins less than a month. This data enables us to exclude trader 

data or visualise and analyse the shifts in holding time spans according. At first, we 

excluded traders and added the balances of cruisers and hodlers but have realised 99 

percent similarity when we have included the data from traders. Therefore, for all 

categories of data from all coins, balances have been added to create a total balance 

information regarding the mentioned cryptocurrencies. Through combining all 

mentioned data, we get the following figure which is to measure Crypto Adoption 

without using price data of cryptocurrencies on trading which is, as mentioned in the 

above arguments, volatile. Instead of using trading volume, using on-chain transfer 

volumes enables us to adopt such an approach on cryptocurrency adoption.  



 22 

 
Figure 1: Cryptocurrency Adoption Index 

 
To be able to obtain monthly financial depth as our proxy for financial development 

this paper utilizes monthly M2 data gathered from Fred (fred.stlouisfed.org) between 

01.01.2009 and 01.06.2022. To obtain M2/GDP ratio at a monthly frequency quarterly 

GDP data gathered from Fred (fred.stlouisfed.org) was converted into monthly 

frequency through using Chow & Lin (1971) method using personal consumption 

expenditures as our indicator of related time series data. By using average matching 

and a Rho of 0.9 we obtained our monthly GDP data. This paper utilized personal 

consumption expenditure instead of industrial production data as industrial production 

have fallen enormously during the Covid-���SHULRG�DQG�WKLV�SDSHU�UHDOLVHG�LW�GLGQ¶W�

match our GDP data. Thus, using personal consumption expenditures proved to be a 

better fit as our indicator when converting quarterly GDP into monthly data.  
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Concerning the volatility of cryptocurrency data, this paper has used realised volatility 

using the price information of Bitcoin to obtain Bitcoin price volatility. The data 

consists of daily observations in the time frame of 03.01.2009 and 10.08.2022. By 

using daily data, we have used rolling method of 30 observations a month and used 

their mean values to obtain monthly volatility of Bitcoin (Andersen & Bollerslev, 

1998). The reason behind using Bitcoin price volatility as a proxy for all 

cryptocurrency market volatility relies on the findings of Yi et al. (2018) about the 

volatility connectedness of cryptocurrencies where the volatility of major 

cryptocurrencies affects the volatility of other currencies.  

For our uncertainty measure we have used Economic Policy Uncertainty data gathered 

from economicpolicyuncertainty.com. Economic Policy Uncertainty as measured by 

the work of Baker et al. (2016) utilize uVH� RI� WULR� RI� WHUPV� OLNH�� ³HFRQRPLF¶¶� RU�

µµHFRQRP\¶¶�� µµXQFHUWDLQ¶¶� RU� µµXQFHUWDLQW\¶¶�� DQG� RQH� RU� PRUH� RI� µµ&RQJUHVV�¶¶�

µµGHILFLW�¶¶� µµ)HGHUDO�5HVHUYH�¶¶� µµOHJLVODWLRQ�¶¶� µµUHJXODWLRQ�¶¶� RU� µµ:KLWH�+RXVH�´� LQ�

newspapers to come up with a quantified measure of policy related economic 

uncertainty. Additionally, economic policy uncertainty index uses Federal Reserve 

%DQN�RI�3KLODGHOSKLD¶V�6XUYH\�RI�3URIHVVLRQDO� )RUHFDVWHUV� DV�ZHOO� DV� RWKHU� GDWD� WR�

come up with a reliable index of economic policy uncertainty (Baker et al., 2016). The 

data frequency for the above-mentioned time frames is daily for U.S. Economic Policy 

Uncertainty and monthly for our Global Economic Policy Uncertainty. As economic 

policy uncertainty index is widely accepted in this literature and tested by many 

articles this paper sees fit to use it as our uncertainty data for both U.S. and Global 

Economic Policy Uncertainty. 
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Lastly, VIX data have been gathered from investing.com for 01.01.2009 and 

01.06.2022 at a monthly frequency as a proxy for volatility in traditional financial 

markets. VIX like Economic Policy Uncertainty Index is widely accepted in the 

literature therefore this paper sees fit to use it.  
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Chapter 4 

METHODOLOGY 

Using ordinary least squares as our method this paper investigates any possible linear 

relationship between our dependent variable and independent variables (Wooldridge, 

2015). Following econometric models have been tested with this approach to get a 

grasp of the nature of cryptocurrency adoption and its relationship with our 

independent variables like, uncertainty, financial development, volatility and 

traditional financial market volatility.  

௧ܣܥ ൌ ଵߚ ൅ ௎ௌ஺ܷܲܧ�ଶߚ
௧ ൅  (Equation 1)     ߝ

 ௎ௌ஺ is the economic policyܷܲܧ stands for Cryptocurrency Adoption whereas ܣܥ

uncertainty for the United States. This regression equation investigates a bi-variate 

relationship between the two in the given time frame with error term ߝ. Term ݐ denotes 

the time and ߚ defines the coefficients for the given equations. This model attempts to 

examine if economic policy uncertainty in United States affects cryptocurrency 

adoption. 

௧ܣܥ ൌ ଵߚ ൅ ௟௢௕௔௟ீܷܲܧ�ଶߚ
௧ ൅  (Equation 2)    ߝ

௟௢௕௔௟ீܷܲܧ .stands for Cryptocurrency Adoption in this and all following equations ܣܥ  

is the global economic policy uncertainty. This equation similar to the one above 

investigates a direct bi-variate relationship between the two variables. The point is to 

understand if global economic policy uncertainty is affecting cryptocurrency adoption.  

௧ܣܥ ൌ ଵߚ ൅ ௎ௌ஺ܷܲܧ�ଶߚ
௧ ൅ ௎ௌ஺ܸܧܦܨଷߚ

௧ ൅ ௧ܺܫସܸߚ ൅  (Equation 3)  ߝ
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 is ܺܫܸ ௎ௌ஺ as the financial development indicator (made of M2/GDP) andܸܧܦܨ

introduced as a proxy for traditional financial market volatility as an indirect indicator 

of risk of holding money in traditional financial markets equation. Through adding 

these control variables into the first equation, the aim is to observe any changes in 

significance rate of estimators as well as changes in coefficients to analyse the extent 

of the relationship between financial development, traditional financial market 

volatility, uncertainty measures and cryptocurrency adoption. The aim is to observe 

the effect of United States economic policy uncertainty (denoted as ܷܲܧ௎ௌ஺) on 

cryptocurrency adoption as well as the effects of United States financial development.  

௧ܣܥ ൌ ଵߚ ൅ ௟௢௕௔௟ீܷܲܧ�ଶߚ
௧ ൅ ௎ௌ஺ܸܧܦܨଷߚ

௧ ൅ ௧ܺܫସܸߚ ൅  (Equation 4)  ߝ

By adding the same control variables from United States ܸܧܦܨ௎ௌ஺ and volatility 

proxy for traditional financial markets ܸܺܫ, this equation inspects the changes in 

coefficient and significant ratios of the previous equations. The basic reason for using 

VIX as control variable is the fact that in other studies have widely utilised and 

analysed the effect of VIX on price related variables. By doing so, the aim is to have 

a systematic empirical approach while analysing the effects of Global economic policy 

uncertainty on the cryptocurrency adoption process. The point of using United States 

is the fact that it is a well-developed nation which have been investigated from various 

perspectives about variety of subjects. There is a vast study revolving around this 

QDWLRQ��7KH�UHDVRQ�ZK\�WKLV�SDSHU�GRHVQ¶W�LQYHVWLJDWH�&KLQD�LQVWHDG�RI�8QLWHG�6WDWHV�

LV� GXH� WR�&KLQD¶V� EDQ�RI� FU\SWRFXUUHQFLHV� DV� WKHUH� LV� GLVWXUEDQFH�RI� WKH�SURFHVV� RI�

cryptoFXUUHQF\�DGRSWLRQ��7KHUHIRUH��LW�ZRXOGQ¶W�EH�D�JRRG�ILUVW�FDVH�VWXG\�IRU�WKLV�WRSLF�

since the dependent variable is a newly established measure which is yet to be tested.  

௧ܣܥ ൌ ଵߚ ൅ ௟௢௕௔௟ீܷܲܧ�ଶߚ
௧ ൅ ௧ܺ݋ଷܸߚ ൅  (Equation 5)    ߝ
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As argued before, there is a possibility in which cryptocurrencies and their price 

volatility might be hindering cryptocurrency adoption. Through adding volatility ± 

denoted as ܸܺ݋  into the equation, this model wishes to test any such possible 

relationship. 

௧ܺ݋ܸ ൌ ଵߚ ൅ ௟௢௕௔௟ீܷܲܧ�ଶߚ
௧ ൅  (Equation 6)     ߝ

Lastly, by investigating the effects of global economy policy uncertainty ீܷܲܧ௟௢௕௔௟  

volatility ± ܸܺ݋, the equation aspires to study if an increased global economic policy 

results in higher price volatility in the cryptocurrency market. This might be an 

indicator of an indirect effect of global economic policy uncertainty on cryptocurrency 

adoption. This is possible if economic policy uncertainty might not show any direct 

effect on cryptocurrency adoption directly but might be increasing volatility and 

assuming price volatility shows negative effect on cryptocurrency adoption could 

possibly point us to different directions for future studies when analysing the notion 

of cryptocurrency adoption.  

After using Ordinary Least Squares estimations our results indicate (results will be 

shown in the following section) problem of heteroscedasticity as well as 

autocorrelation. Therefore, this paper had to extend its approach and the method to 

which it estimates error terms by adopting Newey-West estimations (Newey & West, 

1986, 1994). Regression models estimations when using time series data more than 

often exhibit the issue of serial correlation which is a common issue. Newey & West 

through developing their own methodology (1986,1994) overcome this problem. 

Hence, employing time series data and showing signs of autocorrelation, adopting this 

approach is necessary.  
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Lastly, linear regression and its estimates might not be ideal when analysing variables 

like economic policy uncertainty. The reasoning behind this lies on the notion that at 

times of crisis economic policy uncertainty is expected to SHDN� DQG� WKDW¶V� ZKHQ�

DFWXDOO\�WKLV�SDSHU�H[SHFWV�DGRSWLRQ�WR�LQFUHDVH��,I�WKDW¶V�QRW�WKH�FDVH��WKH�OHDVW�RI�DOO��

the expectation of this paper is to find heightened levels of economic policy 

uncertainty to accommodate an increase in cryptocurrency adoption. This is only 

available through using quantile regression to investigate the relationship between 

each quantile to better understand and inspect the if existent effects of economic policy 

XQFHUWDLQW\�RQ�FU\SWRFXUUHQF\�DGRSWLRQ��.RHQNHU�	�G¶2UH\���������� 
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Chapter 5 

RESULTS AND FINDINGS 

After conducting ordinary least squares estimation methods for the above-mentioned 

equations, the results have yielded to be highly significant for the positive effect of 

both global economic policy uncertainty as well as United States economic policy 

uncertainty on cryptocurrency adoption. Through introducing control variables to 

equation 1 and equation 2 our results have experienced a shift towards insignificance 

hence high significance yielded in first two equations could be a result of 

overestimation due to omitted variables.  

Table 1: OLS and Newey-West Estimates for Equation 3 

 

As Table 1 presents OLS estimations for the equation 3 which is accompanied by the 

Newey-West estimations due to autocorrelation issues faced in our analysis. It can be 

deducted from the results that when control variables ܸܺܫ and ܸܧܦܨ௎ௌ஺ have been 

introduced, ܷܲܧ௎ௌ஺ shows no significant effect on the cryptocurrency adoption index. 
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Therefore, it can be concluded that there is not a linear relationship between economic 

policy uncertainty in United States and the cryptocurrency adoption index. The 

outcomes show that ܸܺܫ and ܸܧܦܨ௎ௌ஺ have significant effect on the process of 

cryptocurrency adoption. For ܸܺܫ, the relationship is negative at a rate of 2.3 percent 

with a significance level of 1 %. This indicates a heightened level of volatility in 

traditional financial markets could actually result in a fall in cryptocurrency adoption. 

From this perspective, it appears that when traditional financial markets are negatively 

impacted by the higher levels of volatility so does the cryptocurrency adoption. 

Therefore, people might be fleeing cryptocurrencies and their technologies when 

financial markets are volatile. Taking coefficients into account the effect of the 

variable may seem very tiny. However, we should keep in mind that our 

cryptocurrency adoption index data ranges from 0 to 3.5 at the moment. Therefore, 10 

units of change resulting in 0.23 of response in cryptocurrency adoption is actually 

significantly large in proportion. This was not the case for financial development as it 

positively impacts cryptocurrency adoption at a high rate at a very high significance.  

In light of these findings a highly developed nation in terms of financial infrastructure 

would have the ability to channel national savings efficiently as well as providing 

suitable environment for investments which are the backbones of economic growth. A 

well-developed financial system with high financial depth could yield more 

prosperous societies which could incentivise societies into funding and adopting 

technological advancements, hence an increase in cryptocurrency adoption would be 

very likely.  
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Table 2: OLS and Newey-West Estimates for Equation 4 

 

Instead of using country level data for economic policy uncertainty, the usage of global 

economic policy uncertainty has proved to be of different in nature comparably (see 

Table 2). The results signal that global economic policy uncertainty is a good fit for 

investigating this model as the significance level for our uncertainty have risen, but 

not only that, significance rates for our control variables have also increased. In 

addition, global economic policy uncertainty has a positive effect on cryptocurrency 

adoption with 5 percent significance level. Therefore, a heightened global economic 

policy uncertainty results in higher levels of cryptocurrency adoption. Looking at ܸܺܫ 

and ܸܧܦܨ௎ௌ஺ FRHIILFLHQWV�� WKHUH� LVQ¶W� PXFK� RI� D� FKDQJH� ZKLFK� LQGLFDWHV� the 

UHODWLRQVKLSV� KDYHQ¶W� GUDPDWLFDOO\� VKLIWHG both in size and direction compared to 

previous analysis.   

To further investigate the nature of relationship between global economic policy 

uncertainty and cryptocurrency adoption, this paper utilises quantile regression 

analysis to explore both the tail relationships as well as the quantile differences in 

which uncertainty shows to effect cryptocurrency adoption.  



 32 

Table 3: Quantile Regression Analysis 1 

 

For both ܸܧܦܨ௎ௌ஺ and ܸܺܫ higher quantiles result in a linear relationship meaning 

there is a clear trend apparent from lower to upper quantiles (see Table 3). This linear 

relationship is negative for ܸܺܫ meaning at higher percentiles of traditional market 

volatility, cryptocurrency adoption decreases. Therefore, increased risk in the financial 

markets show to be negatively correlated with our usage of cryptocurrencies. This 

might be because of fears of connectedness between traditional financial markets and 

cryptocurrency markets. When traditional financial markets are affected because of 

YDULRXV� UHDVRQV�� SHRSOHV¶� SHUFHSWLRQ� RI� ULVN� LV� DIIHFWHG� DQG� ILQDQFLQJ� KLJKO\�

technological advancements or adopting their usages by substituting their liquidity for 

a less liquid form like cryptocurrencies might instil a higher risk. This could be why 

the ܸܺܫ might be negative driver factor on cryptocurrency adoption.   

On the other hand, as suggested a well-developed financial market could positively 

effectively affect national savings as well as investing in the economy. If the economy 

is healthy then expecting positive effects in related areas are quite reasonable. Apart 

from the already made arguments, these results signify to the possibility that United 

States economy is a major player in cryptocurrency adoption. Through analysing 

United States and its economic state, this paper is indirectly looking at the possible 

impact of other countries as United States is one of the biggest economies in the world 

and is one of largest trading partner for all other major economies. However, it should 



 33 

be kept in mind that a very high values of M2/GDP is also associated with inflationary 

pressures after a certain threshold. The results might indicate 8QLWHG� 6WDWHV¶ 

inflationary pressure could also affect cryptocurrency adoption positively. In our 

findings, there is no apparent quadratic relationship between cryptocurrency adoption 

and M2/GDP, unlike the case for stock markets. This points to a possible difference in 

nature of cryptocurrency markets and stock markets in general. However, acquiring 

more data and analysing this matter through different perspectives is vital in 

understanding the nature of relationship between these variables in more detail.  

 
Figure 2: Quantile Regression Line Graph GEPU 

Using the results gathered in Table 3, Figure 2 plots a line graph to aid in visualising 

how global economic policy uncertainty actually affects cryptocurrency adoption in 

each quantile. The findings reveal that higher levels will result in higher 

cryptocurrency adoption but at the times of uncertainty crisis this relationship inverts. 

Investigating the tail relationships therefore, it can be comprehended that at the 0.95 

quantile there is a dramatic fall in the effect of economic policy uncertainty on 
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cryptocurrency adoption. Using the peaks at 0.5 and 0.75 quantile, it can be deducted 

WKDW�DW�WLPHV�RI�FULVLV�SHRSOHV¶�WUXVW�RQ�FU\SWRFXUUHQFLHV�IDOO enormously while they 

believe it is safer to adopt cryptocurrencies up to a point where uncertainty becomes 

so much that people GRQ¶W� WUXVW� ERWK� LQ� WUDGLWLRQDO� ILQDQFLDO� PDUNHWV� DQG�

cryptocurrency markets. The possible reason why for these findings could lie in a 

possible relationship between uncertainty and volatility, at times of uncertainty crisis 

the volatility of cryptocurrencies might increase resulting in the fear that the store of 

value might dramatically fall in these times. Of course, this paper argues on people 

who are adopting cryptocurrencies for their technological and ideological purposes 

rather than its fiat currency value. Bitcoin is simply a Bitcoin regardless of its fiat 

currency value. However, at times where market prices for cryptocurrencies are too 

volatile, the commitment to switch to cryptocurrencies and transferring them bares too 

much of a risk as people might be losing the value of their money so might want to 

keep their cryptocurrencies until the water is cooled down in the cryptocurrency 

markets.  

Table 4: OLS and Newey-West Estimates for Equation 5 
௧ܣܥ ൌ ଵߚ ൅ ௟௢௕௔௟ீܷܲܧ�ଶߚ

௧ ൅ ௧݈݋ଷܸߚ ൅  ߝ
OLS Estimates 

  Estimate Std. Error t value Pr(>|t|) 
 *0.040 2.074- 0.1250803 0.2594155- ܺ݋ܸ

௟௢௕௔௟ீܷܲܧ  0.0079866 0.0008594 9.293 0.000*** 
       

Newey-West Estimates 
  Estimate Std. Error t value Pr(>|t|) 

 0.284 1.0751- 0.241305 0.2594155- ܺ݋ܸ
௟௢௕௔௟ீܷܲܧ  0.0079866 0.0015627 5.1107 0.000*** 

       
Signif. codes: ��µ


¶ ������µ

¶ �����µ
¶ �����µ�¶ 

Adjusted R-Squared: 0.4171 F-statistic: 51.45   p-value:  0.000 
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Table 5: OLS and Newey-West Estimates for Equation 6 

 

Testing the relationship between volatility and cryptocurrency adoption, there is no 

significant linear relationship between the two (Table 4). Therefore, this paper also 

tested the possible linear relationship between global economic policy uncertainty and 

%LWFRLQ¶V�SULFH�YRODWLOLW\��\HW�DJDLQ�UHVXOWV�GR�LQGLFDWH�QR�VLJQLILFDQFH�LQ�UHODWLRQVKLS 

(Table 5).  

In light of these results, the price volatility of cryptocurrencies plays no linear 

significant role in the process of cryptocurrency adoption. Therefore, people who are 

using cryptocurrencies for their technological purposes as well as ideological ones 

GRQ¶W�JHW�DIIHFWHG�E\�WKH�SULFH�IOXFWXDWLRQV�RI�%LWFRLQ��7KHQ��XQGHUVWDQGLQJ the quantile 

movements in cryptocurrency adoption is vital even more. The 0.95 quantile 

PRYHPHQW�WRZDUGV�D�OHVVHQHG�FU\SWRFXUUHQF\�DGRSWLRQ�FRXOG�EH�D�UHVXOW�RI�SHRSOHV¶�

need for safety and holding liquid assets compared to less liquid ones at time of crisis. 

However, at times of higher uncertainty their need for feeling safety from liquidity is 

less and so they use cryptocurrencies to divert risk. At times of crisis their actions to 

ensure safety might be shifting. Hence, this paper suggests that people use 

FU\SWRFXUUHQFLHV�PRUH�DW�KHLJKWHQHG�XQFHUWDLQW\�OHYHOV�EXW�WKLV�GRHVQ¶W�DSSO\�WR�WLPHV�



 36 

of crisis as their need for safety deriving from liquidity surpasses. This explains the 

negative correlation between ܸܺܫ and cryptocurrency adoption as well.  

To summarise, under the scope of these findings a negative relationship between 

cryptocurrency adoption and stock market volatility is evident whereas global 

economic policy uncertainty is in positive relationships. This could be because that, 

when stock markets are volatile the general perception of risk in the market is higher 

resulting in need for more liquid funds which might be in correspondence with the 

0.95 quantile for global economic policy uncertainty. Further research on this topic is 

needed to enlighten the correspondence between these variables in more detail. 

However, Figure 1 representing cryptocurrency adoption shows a clear trend towards 

an ever-increasing usage of cryptocurrencies. As time passes, our usage of 

cryptocurrencies and their technologies are increasing. There are lot of arguments 

revolving around how cryptocurrencies might be utilised to hedge against inflation and 

how it is also a volatile speculative investment makes this topic quite complicated from 

the perspective of this paper due to the reasons that this paper accepts both notions at 

the same time. However, to be able to understand the following findings at a country 

level we could conclude that a well-developed United States financial system 

corresponds to higher adoption rate as well as the possible inflationary pressures from 

United States. Regardless, understanding the limitations and how future work of others 

could overcome these limitations is crucial in developing how we approach in 

understanding the processes of cryptocurrency adoption.   
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Chapter 6 

LIMITATIONS AND FUTURE RESEARCH 

Trying to approach a notion or a matter of discussion from a different perspective 

could prove fruitful. This study has tried to approach cryptocurrency adoption from a 

different perspective in hopes to create the means for discussion in order to be able to 

develop our understanding of the adoption process of cryptocurrency technologies. By 

trying so, there is not enough research on this topic and there are no alternative 

approaches to quantitatively measuring adoption process of cryptocurrencies. This in 

turn limits our findings as there are so many variables to be tested to ensure in limiting 

the presence of omitted variables. As most of the studies have analysed the relationship 

between cryptocurrency price information whether be it their volatility or returns, this 

paper was limited to use those variables as our explanatory variables. This was a 

limitation that is imposed by the very perspective this paper has tried to adopt, 

therefore these explanatory variables were have to be used to compare and understand 

our differences in findings comparably to those studies who have used price 

information. However, this paper firmly believes our cryptocurrency adoption 

processes behave quite differently compared to price reactions so adopting other 

variables is essential for the development of further studies. Hence, endogenous effects 

like the miner rewards or transactions fees must be tested for future studies as there is 

no prior research on this topic to the best of the knowledge of this paper.  
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On the other hand, measuring financial development at a high frequency is challenging 

as most of the financial development indicators have low frequency data. This have 

limited the approach of this study into using specific variables like M2 and this paper 

had to use low to high frequency data transition techniques to acquire a monthly GDP 

data. Meaning, there is more research needed on ways to measure financial 

development at higher frequencies and these variables could be tested with 

cryptocurrency adoption to find similarities or differences compared to our results. 

Inflationary pressures and possible effects of inflation should be tested as well with 

other methods in further researches to come.  

Additionally, López-Cabarcos et al. (2021) finds no significant relationship between 

%LWFRLQV¶�SULFH� DQG�9,;�� WKLV�SDSHU� ILQGV� D�QHJDWLYH� UHODWLRQVKLS�EHWZHHQ�9,;�DQG�

cryptocurrency adoption. Hence, understanding cryptocurrency price and its 

relationship with cryptocurrency adoption could prove to be fruitful as well and more 

research on this topic is needed. 

Finally, time is a huge limitation of this paper as there are unlimited possibilities of 

researches for this field as this adoption index is investigating something from a new 

perspective and understanding the details of this SHUVSHFWLYH� FDQ¶W� EH� and, in our 

opinion, VKRXOGQ¶W�EH�ILW�LQ�D�VLQJOH�DFDGHPLF�ZRUN��7KHUH�DUH�D�ORW�RI�WKLQJV�WKLV�SDSHU�

FRXOGQ¶W�SRVVLEO\�WHVW. 
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Chapter 7 

CONCLUSION 

In conclusion, our knowledge on cryptocurrency adoption is vastly limited. This is 

EHFDXVH�RI� WKH� IDFW� WKDW� WKHUH�KDVQ¶W� EHHQ 10 years since the introduction of multi-

layered block chain cryptocurrencies like Ethereum which is the second largest 

cryptocurrency in the market. In such a new field our literature has managed to come 

up with strong evidence on the behaviour of price information of cryptocurrencies and 

how it is affected by the economic policy uncertainty which is also evident in our 

cryptocurrency adoption process as this paper finds. Through the channelling of future 

studies towards the perspective this paper adopts on cryptocurrency adoption, we 

believe there is now a possibility for new research even more. This, we believe, is 

incredibly imperative as it establishes the difference between price information and 

on-chain data this paper utilises. Further, investigating cryptocurrency adoption, our 

findings have led this paper to conclude that financial markets and financial system of 

United States plays a vital role in cryptocurrency adoption. Other countries in Asia 

and Africa as well as developing nations should be used to analyse cryptocurrency 

adoption so these findings can be compared with findings which use cryptocurrency 

SULFH�LQIRUPDWLRQ�DV�ZHOO��/DVWO\��WKLV�SDSHU�FDQ¶W�VWUHVV�WKH�LPSRUWDQFH�RI�QHZ�UHVHDUFK�

enough, this is because our findings can only be better understood under the light of 

QHZ�SRVVLEOH� ILQGLQJV� WR� FRPH��7KLV� SDSHU� FDQ¶W� VLPSO\� DFFHSW� LWV� ILQGLQJV� DV� QHZ�

discoveries up until these findings are matched and tested by the works of others to 

ensure the reliability and consistency of our perspective is evident.  
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