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Abstract

Cryptocurrency is becoming a hot topic to talk about, in the banking and financing world. Cryptocurrency is a type
of digital currency in which transactions are verified and records are maintained by a decentralized system using
cryptography. A decentralized system means there is no control of government and RBI or any other authority, the
power of money is in the hands of private people. Bitcoin was the first and most popular decentralized cryptocurrency,
which is based on blockchain technology. Which was first made available as open-source software, in 2009 by Satoshi
Nakamoto. There were more than 9,000 other cryptocurrencies in circulation as of March 2022, more than 70 of
which had a market capitalization of $1 billion or more. This study was done to provide an overview of
cryptocurrency, the status of cryptocurrency in India, to study the impact of the budget 2022 on the crypto transaction
in India, the tax regime for cryptocurrency in India, and the future of cryptocurrency in India. According to experts,
more than 10 crore people in India invest in cryptocurrency, and India has the largest consumer base of bitcoin in
2021. In the budget of 2022 heavy tax of 30% was imposed on any profit earned from crypto trade, which leads to
the mass shift of crypto traders from local to international crypto exchanges. If these taxes are not reduced then the
future of crypto going to vanish.
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Meaning of cryptocurrency:

Cryptocurrency is a type of virtual currency it is a valuable intangible digital asset. Which is based on blockchain
technology. It enables the user to make and receive payments digitally. The word ‘crypto’ means encryption of the
various advanced code used in cryptocurrency like mathematical puzzles that users need to solve, it provides a
safeguard.

e Based on a Decentralized system:
Cryptocurrencies do not have a central issuing or regulating authority, instead using a decentralized system
to record transactions and issue new units. Cryptocurrency is a digital payment system that does not rely on
banks to verify transactions. The power of money is in the hand of private persons.

e Highly Volatile:
Cryptocurrencies are highly volatile by nature. There is no regulatory framework to control this currency
which makes trading in this currency more speculative. Trade in the crypto market is unpredictable as
compared to the shares market. There may be a chance of heavy losses on one side and huge profits on another.

e Based on Blockchain technology:
Blockchain technology is an advanced, decentralized, distributed ledger-based technology, that records the
ownership of digital assets. This technology records transactions in thousands of computers in encrypted form.
This increases the security of users because blockchain ledgers are transparent any changes made are recorded
to preserve the trust and integrity of users.
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High transaction speed:
In cryptocurrency transactions can be completed in minutes. Blocks in a transaction are fully finalized and
funds are accessible for usage once the system confirms them.
Complicated:
Compared to the capital market it is more complicated. Users need to know about blockchain technology,
crypto mining, mathematical algorithm, etc.

Types of cryptocurrencies:

There are nearly 9000 types of cryptocurrencies currently in use and 300 specialized crypto exchanges that
only deal with crypto. In total, more than 5000 crypto exchanges are there.

In India Wazirs, coinDCX, Coinswitch, Paxful, Bitbns, and Binance India are some most used and popular
crypto exchanges.

1. Bitcoin (BTC):

Market cap: $440.20 billion

Price: $24640.90 [18 Feb 2023]

(BTC) is the first cryptocurrency, having been developed in 2009 by a person using the alias Satoshi
Nakamoto. BTC operates on a blockchain, which is a ledger that records transactions and is shared across a
network of thousands of computers, like most other cryptocurrencies. Bitcoin is maintained secure and
protected from fraudsters because updates to the distributed ledgers must be validated by cracking a
cryptographic puzzle, a procedure known as proof of work. In 2022 Bitcoin lost 65% of its market value as
of Jan 2023, Bitcoin is trading in the range of $17,500 to $18,000. In Feb its value rises to $24000.

2. Ethereum (ETH):
Capitalization: $207.7billion
Price: $1700 [18 Feb 2023]

The second term you are most likely to recognize in the cryptocurrency sector is Ethereum.

smart contract aspect of Ethereum helps make it a popular currency. Ethereum has also experienced
tremendous growth. From April 2016 to the beginning of March 2022, its price went from about $11 to over
$3,000, increasing more than 27,000%. However, due to the overall market crash, Ethereum plunged to a
yearly low of $1,091 on November 9, 2022, and rebounded sharply to levels of nearly $1,400, as of January
10, 2023.

3. Tether (USDT):

Market cap: $68 billion.

Price: $1.00[18 Feb 2023]

The cost of Tether is set at one dollar per coin. That is the case since it is a stablecoin. As traders switch from
one cryptocurrency to another, Tether frequently serves as a middleman. They use Tether instead of switching
back to dollars. The fact that Tether uses a short-term type of unsecured debt rather than being securely backed
by dollars.

4. BNB:

Capitalization: $52 billion

Price: $314.31[18 Feb 2023]

One of the biggest cryptocurrency exchanges in the world, Binance, has its coin called BNB. Although Binance Coin
was initially designed as a token to pay for discounted transactions, it is now being used to make payments and buy a
variety of goods and services.

5. US Currency (USDC):

Market cap: $42 billion

Price: $1.00[18 Feb 2023]

Like Tether, USD Coin is a stablecoin whose value is tied to the US dollar, therefore it should not change.

6. XRP (XRP):

Market cap: $20 billion

Price: $0.40[18 Feb 2023]
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Formerly known as Ripple and created in 2012, XRP offers a way to pay in many different real-world currencies. Ripple
can be useful in cross-border transactions. At the beginning of 2017, the price of XRP was $0.006. As of February 2023,
its price reached the level of $0.40, equal to a rise of more than 6,000%.
7. Cardano (ADA):
Market cap: Over $11 billion
Price: $.40 [18 Feb 2023]
This approach eliminates the competitive, problem-solving element of transaction verification found in platforms like
Bitcoin, which reduces energy consumption and has a positive impact on the environment. Cardano functions similarly
to Ethereum in allowing smart contracts and decentralized apps.
8. Litecoin:
Price: $101.55 [18 Feb 2023]
The open-source blockchain initiative Litecoin (LTC) was established in 2011. It was among the first digital currencies
whose code was a copy of Bitcoin's. Despite some similarities to Bitcoin, it is designed to have a quicker confirmation
time for transactions.
9. Dogecoin [DOGE]:
Capitalization: $12 billion
Price: $0.088
Dogecoin gets its name from an online meme that features a Shiba Inu dog and was first made as a joke after the run-
up in Bitcoin. In contrast to many other digital currencies, which have production limits, Dogecoin offers unlimited
issuance. It can be applied to payments and money transfers.

How to get cryptocurrency?

There are two ways to get cryptocurrency.

1. Crypto Mining.

2. Trading and investing in cryptocurrency.
1. Crypto Mining:

The most important type of mining is bitcoin mining. Bitcoins are scarce like gold it is not possible to mine
as much as we want. There are a total of 21000 million bitcoins that can be mined. Most of them are already
mined, due to this increased scarcity bitcoins become very expensive. The price of one bitcoin reaches 30
lacks. Every transaction involved two persons one is a sender and another is a receiver in cryptocurrency
transactions there is no middleman between the transaction. So, who will manage the transaction? who will
work as a mediator? these mediators are mining machines. mining machines are computers it may be more
than one computer. Each computer receives an algorithm from its predecessor computer which the mining
machine have to solve but it is not easy to solve these algorithms. With the increasing scarcity of Bitcoins
difficulty of blockchain algorithms is also increasing. Mining machines are installed by miners to mine
Bitcoins. These days people start installing mining farms, which means groups of advanced computers in a
particular place to do the work of mining Bitcoins. A large amount of investment needs to do for make a
mining farm but it does not mean we can't do mining by using a normal laptop or computer and a mobile
phone. If you want to do mining by using your mobile phone or your normal laptop you need to install some
software but it leads to more electricity consumption and very much heat production which is very costly and
very harmful to our environment.

Factor affecting the mining of Bitcoins
1. Hardware:

We need a lot of investment in hardware for doing mining work such as for making mining farms, buying
high-quality computers, etc. You must calculate how much time you are going to recover your investment.

2. Price:

Price is also a very important factor that can affect your mining decision. price of today and the future can
decide how much profit we are going to earn.
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3. Electricity:

data mining process involved huge consumption of electricity which is not good for our environment and
create cost for us that is why many companies and business stop accepting Bitcoin.

All of the above three factors can affect your decision of doing Bitcoin mining.
2. Trading and investing in cryptocurrency:

The most popular and used method of getting cryptocurrency is peer-to-peer transactions or trading and
investing in Bitcoins or other types of cryptocurrencies. This method involves less risk and cost as compared
to crypto mining. It is not necessary that we have to buy a full coin we can buy some units of a coin. There
are different types of exchanges and brokers in India to do trading and make investments in cryptocurrencies.
For example WazirX, CoinDCX, etc. you need to download any crypto trading app make your account in it,
and put some money in a crypto wallet. You can buy and sell different currencies within minutes. You can
start trading in cryptocurrency with Rs 10 and invest a minimum of Rs100 in India.

Cryptocurrency in India-2021:

The Lok Sabha heard the introduction of the Cryptocurrency and Regulation of Official Digital Currency
Bill, 2021. The proposed legislation aims to establish a supportive environment for the development of digital
currency that will be issued by the Reserve Bank of India (RBI). To control the cryptocurrency business in
India, the government proposed the Cryptocurrency Bill 2021 in the Lok Sabha. In recent years, the industry
has experienced investment growth, particularly during the COVID period, both domestically and abroad. In
India, the volume of trading on platforms like WazirX, CoinDCX, Zebpay, etc. has increased significantly.
Unregulated cryptocurrency markets are dangerous and unfriendly. The government took a step towards
regulating cryptocurrency in 2021 by introducing the Cryptocurrency Law. But Govt. fails to pass this bill in
2021.

There is not any regulatory authority to control cryptocurrency.
There are no rules related to cryptocurrency.

India was the largest consumer of bitcoin in the world.
Cryptocurrency market is growing tremendously.

India’s Financial Budget of 2022: what about cryptocurrency?

How will the tax structure work: Finance minister Nirmala Sitharaman said there has been a phenomenal increase
in transactions in virtual assets. The magnitude and frequency of these transactions made it important to provide for
specific tax regimes.

The finance minister said a 30% tax will be imposed on all types of digital assets.

In addition, 1% TDS will be charged on payments made using digital assets to keep track of transactions.
You will not have the option to set off your losses.

Trading volume of Indian crypto exchanges reduce by 90% after the imposition of tax.

What the RBI says?

Central Bank pushed for a complete ban on investment in cryptocurrency as it fears these can harm the
macroeconomic stability of the economy. RBI officials informed the board pilot project for the introduction of
CBDC [centralized-based digital currency] will be launched soon.

What is CBDC?

centralized-based digital currency is a type of digital currency, which is based on blockchain technology. CBDC
is regulated by RBI which means it is centralized. It is less volatile as compared the cryptocurrency. It is a digital
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currency backed by physical currency. International transactions are possible to verify in a few hours which
previously takes two to four days.

India is One of the world's largest and most influential countries and rapidly growing economy. The adoption of
cryptocurrency in India significantly affects the crypto market at the global level. India can become a major player
in the world crypto market because India has the largest and most young population with many people open to
new technology and financial innovation additionally India has a large and growing middle class increasing
wealth leads to increasing demand for cryptocurrency.

e Crypto needs to be regulated at the global level. Finance Minister Nirmala Sitharaman said it is very
important to regulate crypto but it is not possible without global support. Technology plays a key role in
crypto. If regulation has to happen, then a different country alone cannot do anything.

e There is a need to regulate crypto exchanges.

e There is a need to change the tax regime for digital assets. Because after the imposition of a 30% flat tax
and 1% TDS crypto market of India crashed.

e Need to take some policy measure and makes regulations for the protection of investors.

Indian Government is yet to have fully regulated the crypto market and there has been pushback from authorities
and financial institutions for the success of crypto in India. If all these steps are not taken then probably the future
of crypto in India will end.

Conclusion:

Cryptocurrency is at an early stage of development in India. India can become a leader in the crypto market, but
for this to happen necessary changes need to be made in India’s financial structure and the mindset of people also
needs to change. After a big down in the year 2022, the crypto industry will regroup in 2023. Bitcoin jumped by
40% in India. Cryptocurrency may be a blessing for India due to the advantages of speed, security, zero transaction
fee, easy transfer of funds, etc. it may also be proven plague due to drawbacks such as being highly volatile, can
become illiquid at any time, less customer protection due decentralize nature, etc. currently crypto is neither
regulated nor ban in India.
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