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Abstract
Gold 2.0 or tokenised thin air? Critics say it is not money, slow, costly, energy-intensive and 
for criminals. Believers say bitcoin is the future. Bitcoin polarises view.

One thing is sure; everyone agrees there is growing interest in bitcoin, and it is unavoidable. 
Legends of traditional finance are entering the crypto space. Banks are proposing invest-
ment solutions, and corporates diversify their treasury in bitcoins.

Contact
research@seba.swiss
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1.  
Bitcoin is not money
Money is elusive as there is no single definition of what money is. The International Monetary 
Fund (IMF) does not define it; it only lists the four essential functions of money:

a. Medium of exchange – a means for acquiring goods, services and assets

b. Store of value – a means of holding wealth and purchasing power

c. Unit of account – a standard for denominating the prices of goods, services and assets

d. Standard of deferred payment – a means for settling liabilities, relating current and 
future values in financial contracts.

As money has these four functions, the breach of one of them is sufficient to declare “any-
thing” as not money. Since bitcoin is not a unit of account, bitcoin is not money. This is the 
same for gold. Vegetables’ price tags are not expressed in gold. More interesting, the US 
dollar, the euro and the Swiss franc, to name a few, are not money either as they are not 
stores of value. With a 2% inflation target, their purchasing power shrinks by a third every 
20 years.

Money does not exist.

“When facts change, I change 
my mind. What do you do, Sir?” 
reportedly said John Maynard 
Keynes. 

Let’s look at facts and let’s 
make our mind after that.

https://www.google.com/url?sa=t&rct=j&q=&esrc=s&source=web&cd=&ved=2ahUKEwjb-KbrkrXvAhWCq6QKHVgmAJEQFjAAegQIARAD&url=https%3A%2F%2Fwww.imf.org%2F-%2Fmedia%2FFiles%2FData%2FGuides%2Fmfsmcg-final.ashx&usg=AOvVaw2bfGshXiNc7SfrZPsaMyY1
https://www.google.com/url?sa=t&rct=j&q=&esrc=s&source=web&cd=&ved=2ahUKEwjb-KbrkrXvAhWCq6QKHVgmAJEQFjAAegQIARAD&url=https%3A%2F%2Fwww.imf.org%2F-%2Fmedia%2FFiles%2FData%2FGuides%2Fmfsmcg-final.ashx&usg=AOvVaw2bfGshXiNc7SfrZPsaMyY1
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2.  
Bitcoin is not gold
Bitcoin shares many similarities with precious metals. Metals and bitcoin are costly to pro-
duce, they have limited supply, they are the liability of no one, they are fungible, they are 
divisible, they are censorship-resistant, they are not replicable, and they do not provide yields 
or cash flows. They are also both appreciated for their use case and for their speculative  
aspects. Precious metals are used in industrial processes, jewellery and kept as bullions or 
coins for speculative purposes. Bitcoin is used as a settlement platform to transfer value  
securely and in a permissionless fashion or for speculative purposes.

They are also used as an international medium of exchange in an environment with little or no 
trust. Germany made World War I reparation payments in gold marks. Bitcoin offers a digital 
payment system and a unit of account that is acceptable internationally with its trustless and 
decentralised architecture. Because of these similarities, precious metals (silver, gold) and 
bitcoin are considered store of values as they are examples of outside money, a type of money 
that exists by itself, which is the liability of no one. There are many differences, nonetheless. 
Precious metals have a track record longer than 5,000 years compared to bitcoin and other 
cryptocurrencies, with at best a bit more than a decade of existence. Cryptocurrencies have 
no physical representations and have no intrinsic values. But bitcoin is fully transportable as 
it in the blockchain, accessible 24/7 from everywhere and can be sent at low cost worldwide.

Finally, a wide variety of precious metals with different properties and different psychological 
and social attributes exist. Similarly, there exists a wide variety of cryptocurrencies with dif-
ferent properties and attributes. This is why, sometimes, bitcoin is associated with gold and 
litecoin with silver.

https://www.seba.swiss/research/Bitcoin-is-dead-long-live-Bitcoin
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3.  
Bitcoin is not ESG compliant
ESG stands for Environment, Social and Governance. These three letters are getting increas-
ingly important in finance as investors value ethical assets and customers value conscious 
consumption.

Environment

With its energy-intensive consensus mechanism proof-of-work (PoW), Bitcoin is often criti-
cised for using as much energy as some countries. According to Digiconomist, the current 
electrical energy consumed by this blockchain is equivalent to Finland.

By any measure, bitcoin energy consumption is significant. Such consumption is justified 
only if it is beneficial for the society. Still, according to Digiconomist, the energy expen-
diture of a single bitcoin transaction is equivalent to almost 60,000 hours of watching  
YouTube or about 800,000 VISA transactions.

More than one billion hours of YouTube video are consumed every day, an energetic  
expenditure of about 17,000 bitcoin transactions. (Note that the Bitcoin network executes 
circa 310,000 transactions every day.) YouTube is more fun and consumes less energy than 
Bitcoin. According to Wikipedia, the most-viewed YouTube video is Baby Shark Dance; 
a 2.16-minute video viewed more than 8.2 bn times. The energy spent is close to 5,000  
bitcoin transactions. Whether it is worth the energy spending is a matter of preference.

The real question one has to ask is whether the energy consumed is worth the purpose? Is 
flying to the next city for a weekend worth the energy spent? Is driving a car to buy bread at 
the next-door bakery worth the energy spent? Are the 41.9 minutes spent daily on YouTube 
worth the energy spent?

5

https://digiconomist.net/bitcoin-energy-consumption/
https://www.youtube.com/intl/en-GB/about/press/
https://www.youtube.com/watch?v=XqZsoesa55w
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Digiconomist claims that each bitcoin transaction energy cost is equivalent to about 
800,000 VISA transactions – this is correct and misleading at the same time. According to 
VISA Corporate Responsibility & Sustainability Report, electricity spending covers the so-
called Scope 1 and 2 activities, including direct and indirect activity costs. What is missing 
in the calculation is Scope 3 emissions that consist of “other indirect” energy spending, 
mostly non-electrical, such as the daily commute of the 20,000 employees across the world 
and business trips, for instance.

In the same report, VISA total carbon footprint (including scopes 1, 2 and 3) is 586,366 met-
ric tonnes of carbon dioxide equivalent (MTCO2e). Notice that scope 3 emissions represent 
89% (!) of these emissions (Scope 1 and scope 2: 2% and 9%, respectively). In comparison, 
Bitcoin annualised carbon footprint is 41.4 MTCO2e, according to Digiconomist, making 
Bitcoin 14,000 times more environmentally friendly than VISA according to this logic.

Bitcoin has a higher carbon footprint per transaction than VISA, resulting from the Bitcoin 
scalability problem. Remember, bitcoin performs about 5 transactions per second (TPS) 
compared to 4,400 for VISA (VISA recorded 138.3 bn transactions in 2019). 

Looking at all this metric, is Bitcoin worse, as good as or better than VISA?

As we discuss energy consumption, be aware that not all blockchains consume a consider-
able load of energy. Ethereum, the second-largest cryptocurrency by market capitalisation 
and the platform on which most of the top 50 cryptocurrencies by market capitalisation are 
running, uses about 1/12th of Bitcoin energy, according to Digiconomist.

Ethereum and Bitcoin both use PoW consensus but their protocols are different. The former 
uses the hashing algorithm Ethash and the latter SHA256. To make things comparable, we 
look at the energy spending per unit of security measured in hashrates. The result is that 
Bitcoin hashrate is 100,000 times more efficient than an Ethererum hashrate. This means 
that for each unit of energy spent, Bitcoin has the highest efficiency and, besides, offer the 
highest security of all blockchains. 

Ethereum is transitioning towards Ethereum 2.0 that will substantially increase TPS from 
20 to 100,000 and reduce energy consumption massively as it moves towards a Proof-of-
Stake consensus. In plain text, it means Ethereum 2.0 is set to increase its speed by a factor 
of 5000 and to reduce the energy consumption by 99%.

Proof-of-Stake (PoS) consensus is becoming a standard in the crypto universe. New and 
promising blockchain projects use PoS, making Bitcoin’s energy consumption an exception 
rather than the rule.

https://usa.visa.com/dam/VCOM/download/corporate-responsibility/visa-2019-corporate-responsibility-report.pdf
https://www.epa.gov/climateleadership/scope-1-and-scope-2-inventory-guidance
https://www.epa.gov/climateleadership/scope-3-inventory-guidance
https://usa.visa.com/dam/VCOM/download/corporate-responsibility/visa-2019-corporate-responsibility-report.pdf
https://digiconomist.net/ethereum-energy-consumption/
https://www.seba.swiss/research/Phase-0-One-Small-Step-for-Ethereum-One-Giant-Leap-for-Decentralised-Networks
https://hackernoon.com/ethereum-20-making-sense-of-lego-money-sharding-pos-and-tps-h7313zdc
https://bitcoinist.com/ethereum-pos-blockchain-cut-energy/
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Social

Next to the environment, social issues are growing in importance. According to the CFA 
institute, in this category, we find customer satisfaction, data protection and privacy, gen-
der and diversity, employee engagement, community relations, human rights, and labour 
standards.

As a fully decentralised and permissionless system, bitcoin functioning is as close to direct 
democracy as can be. It provides a high degree of data protection and privacy while not 
being anonymous and does not judge any user in terms of gender, fostering diversity. Any 
person who has access to the internet can participate in the crypto and DeFi revolution, 
even if they are unbanked.

According to the social aspect of the ESG criteria, bitcoin and more broadly decentralised 
and permissionless blockchains offer an attractive investment environment.
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Governance

Still, according to the CFA institute definition, governance summarises the standard for 
running a company. In the list, we find board composition, audit committee structure,  
bribery and corruption, executive compensation, lobbying, political contributions and 
whistleblower schemes.

On governance as well, Bitcoin gets a high grade. The “Bitcoin business model” is such that 
anyone is free to participate in the network or not on a personal basis. Every participant 
of the network benefits from the network’s success via the increase in value of the crypto-
currency attached to it. Executive compensation is not a topic, there is no need for audit, 
and there is no board. Finally, on bribery and corruption, or more broadly, bitcoins’ illicit 
use, recent evidence shows that a mere 0.34% of the transactions are illicit, representing a 
fraction (about 1%) of global money laundering activities.

From an ESG point of view, bitcoin scores well on the Social and Governance aspects while 
it ranks low on the Environment. The question one needs to ask is whether the energy spent 
is worth the social and governance benefits.

https://www.seba.swiss/research/illicit-use-of-cryptocurrencies-regulatory-and-market-evidence/
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4.  
Bitcoin is slow and expensive
Five transactions per second are ridiculously slow. In blockchain parlance, this slow pace is 
commonly referred to as the scalability problem. Let’s make it clear: the Bitcoin scalability 
problem is not an issue for two reasons. 

First, investors see bitcoin as digital gold, a store of value and are thus not looking for a 
cheap and fast payment system. They are happy to buy, sell and transact 24/7, globally 
and with a finality settlement of about 1 hour. They may use other cryptocurrencies and 
probably centralised solutions such as VISA to make payments as they are convenient sys-
tems.

For each transaction, the bitcoin fee has hovered between USD 13 and USD 25 in the 
last month, depending on the network congestion, making it a poor payment system for  
daily spending. No one will buy a coffee with bitcoin if fees cost USD 13 or more! However, 
many are willing to send money across the globe for, say, USD 20. The fee associated with 
international money transfer is high. It is 6.5% on average, according to the world bank. 
For anyone wanting to send money internationally, bitcoin is cheaper for transaction value 
above USD 300.

Notice that On April 10, 2020, someone transferred 161,500 BTC, the equivalent of more 
than USD 1.1 bn at that time. The fee was a meagre USD 0.70, less than a coffee! How much 
will your bank charge you to wire USD 1 bn?

Second, for investors, speculators, or users looking for fast transaction, other blockchains 
offer this service. Bitcoin SV can handle 9,000 transactions per second (TPS) – it could 
host two VISA systems in parallel. Notice that Bitcoin SV is a fork of Bitcoin, meaning it is 
essentially bitcoin with some changed functionality. This shows that bitcoin slowness is a 
deliberate choice, not a fatality – it is a feature, not a bug.

New blockchain platforms such as Polkadot can theoretically manage 1,000,000 TPS, more 
realistically; real-world simulations indicate that 80,000 TPS is feasible. As TPS increases, 
it is reasonable transaction fees decline as there will be no congestion. Bitcoin chooses to 
be slow because it does one thing and does it better than any other crypto asset – to be an 
outside money with predictable and deterministic supply and strong settlement guarantees.

Bitcoin is slow and expensive, but it is not a fatality. It is a deliberate choice aligned with 
its purpose. New blockchains have improved on both these metrics as they aim to fill other 
gaps in the traditional financial system.

5.  
Bitcoin is not my lover
Bitcoin and cryptocurrencies are new. They raise enthusiasm, fear and misconceptions. 
They are challenging to grasp, they somehow look like other assets but are pretty different 
from them too. They attract and repulse. No one is indifferent. Every head turned with eyes 
that dreamed of being the one bitcoin billionaire. Be careful of what you do because the lie 
becomes the truth, and the truth the lie.

Bitcoin is not money? Bitcoin is not ESG compliant? Bitcoin is slow and expensive? Bitcoin 
is not my lover? Look at facts and make your mind.

“She was more like a beauty 
queen from a movie scene

I said don’t mind, but what do 
you mean, I am the one

Who will dance on the floor in 
the round?

She said I am the one, who will 
dance on the floor in the round

She told me her name was 
Billie Jean, as she caused a 
scene

Then every head turned with 
eyes that dreamed of being 
the one

Who will dance on the floor in 
the round

People always told me be 
careful of what you do

And don’t go around breaking 
young girls’ hearts

And mother always told me be 
careful of who you love

And be careful of what you 
do ‘cause the lie becomes the 
truth

Billie Jean is not my lover

…”

https://remittanceprices.worldbank.org/sites/default/files/rpw_main_report_and_annex_q42020.pdf
https://www.blockchain.com/btc/tx/b36bced99cc459506ad2b3af6990920b12f6dc84f9c7ed0dd2c3703f94a4b692
https://www.seba.swiss/research/blockchain-interoperability-polkadot/
https://www.youtube.com/watch?v=Ts9ohAPdgXU
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This document has been prepared by SEBA Bank AG (“SEBA”) in Switzerland. SEBA is a Swiss bank and securities dealer with its head once and legal domicile in Switzerland. It is authorized 
and regulated by the Swiss Financial Market Supervisory Authority (FINMA). This document is published solely for information purposes; it is not an advertisement nor is it a solicitation or an 
offer to buy or sell any financial investment or to participate in any particular investment. strategy. This document is for distribution only under such circumstances as may be permitted by 
applicable law. It is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction 
where such distribution, publication, availability or use would be contrary to law or regulation or would subject SEBA to any registration or licensing requirement within such jurisdiction. 

No representation or warranty, either express or implied, is provided in relation to the accuracy, completeness or reliability of the information contained in this document, except with 
respect to information concerning SEBA. The information is not intended to be a complete statement or summary of the financial investments, markets or developments referred to in the 
document. SEBA does not undertake to update or keep current the information. Any statements contained in this document attributed to a third party represent SEBA’s interpretation of the 
data, information and/or opinions provided by that third party either publicly or through a subscription service, and such use and interpretation have not been reviewed by the third party.

Any prices stated in this document are for information purposes only and do not represent valuations for individual investments. There is no representation that any transaction can or 
could have been elected at those prices, and any prices do not necessarily reflect SEBA’s internal books and records or theoretical model-based valuations and may be based on certain 
assumptions. Different assumptions by SEBA or any other source may yield substantially different results.

Nothing in this document constitutes a representation that any investment strategy or investment is suitable or appropriate to an investor’s individual circumstances or otherwise consti-
tutes a personal recommendation. Investments involve risks, and investors should exercise prudence and their own judgment in making their investment decisions. Financial investments 
described in the document may not be eligible for sale in all jurisdictions or to certain categories of investors. Certain services and products are subject to legal restrictions and cannot 
be offered on an unrestricted basis to certain investors. Recipients are therefore asked to consult the restrictions relating to investments, products or services for further information. Fur-
thermore, recipients may consult their legal/tax advisors should they require any clarifcations. SEBA and any of its directors or employees may be entitled at any time to hold long or short 
positions in investments, carry out transactions involving relevant investments in the capacity of principal or agent, or provide any other services or have offcers, who serve as directors, 
either to/for the issuer, the investment itself or to/for any company commercially or financially affliated to such investment.

At any time, investment decisions (including whether to buy, sell or hold investments) made by SEBA and its employees may differ from or be contrary to the opinions expressed in SEBA 
research publications.

Some investments may not be readily realizable since the market is illiquid and therefore valuing the investment and identifying the risk to which you are exposed may be diffcult to quantify. 
Investing in digital assets including cryptocurrencies as well as in futures and options is not suitable for every investor as there is a substantial risk of loss, and losses in excess of an initial 
investment may under certain circumstances occur. The value of any investment or income may go down as well as up, and investors may not get back the full amount invested. Past per-
formance of an investment is no guarantee for its future performance. Additional information will be made available upon request. Some investments may be subject to sudden and large 
falls in value and on realization you may receive back less than you invested or may be required to pay more. Changes in foreign exchange rates may have an adverse effect on the price, 
value or income of an investment. Tax treatment depends on the individual circumstances and may be subject to change in the future.

SEBA does not provide legal or tax advice and makes no representations as to the tax treatment of assets or the investment returns thereon both in general or with reference to specifc 
investor’s circumstances and needs. We are of necessity unable to take into account the particular investment objectives, financial situation and needs of individual investors and we would 
recommend that you take financial and/or tax advice as to the implications (including tax) prior to investing. Neither SEBA nor any of its directors, employees or agents accepts any liability 
for any loss (including investment loss) or damage arising out of the use of all or any of the Information provided in the document.

This document may not be reproduced or copies circulated without prior authority of SEBA. Unless otherwise agreed in writing SEBA expressly prohibits the distribution and transfer of 
this document to third parties for any reason. SEBA accepts no liability whatsoever for any claims or lawsuits from any third parties arising from the use or distribution of this document.

Research will initiate, update and cease coverage solely at the discretion of SEBA. The information contained in this document is based on numerous assumptions. Different assumptions 
could result in materially different results. SEBA may use research input provided by analysts employed by its affliate B&B Analytics Private Limited, Mumbai. The analyst(s) responsible for 
the preparation of this document may interact with trading desk personnel, sales personnel and other parties for the purpose of gathering, applying and interpreting market information 
The compensation of the analyst who prepared this document is determined exclusively by SEBA.
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Austria: SEBA is not licensed to conduct banking andfinancial activities in Austria nor is SEBA supervised by the Austrian Financial Market Authority (Finanzmarktaufsicht), to which this 
document has not been submitted for approval. France: SEBA is not licensed to conduct banking and financial activities in France nor is SEBA supervised by French banking and financial 
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pervisory Authority (CONSOB - Commissione Nazionale per le Società e la Borsa), to which this document has not been submitted for approval. Germany: SEBA is not licensed to conduct 
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your behalf. Should you have received the document erroneously, SEBA asks that you kindly destroy/delete it and inform SEBA immediately. This document is not directed to, or intended 
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regulation or would subject SEBA to any registration or licensing requirement within such jurisdiction. This document is under no circumstances directed to, or intended for distribution, pub-
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corporate, partnerships, unincorporated associations, trusts, etc. falling within Article 49 of the FPO (“High Net Worth Businesses”). High Net Worth Businesses include: (i) a corporation 
which has called-up share capital or net assets of at least GBP 5 million or is a member of a group in which includes a company with called-up share capital or net assets of at least GBP 5 
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