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CRYPTOCURRENCY: WILL IT SUPERSEDE? 
 

A cryptocurrency is a digital currency that is created and managed through 

the use of advanced encryption techniques known as cryptography. 

Cryptocurrency made the leap from being an academic concept to (virtual) 

reality with the creation of Bitcoin in 2009.  

Bitcoin is a digital currency that exists almost wholly in the virtual realm, 

unlike physical currencies like dollars and euros. A growing number of 

proponents support its use as an alternative currency that can pay for goods 

and services much like conventional currencies. Bitcoin is the first and easily 

the most popular cryptocurrency, or currency that uses cryptography to control 

its creation, administration and security.  

Bitcoin was set up in 2009 by a mysterious individual or group with the 

pseudonym Satoshi Nakamoto, whose true identity is yet to be revealed and 

who left the project in 2010. It rocketed to prominence in 2013, when the 

value of a Bitcoin soared more than 10-fold in a two-month period, from $22 

in February to a record $266 in April. At its peak, based on more than 10 

million bitcoins issued, the cryptocurrency boasted a market value of over $2 

billion. 

Bitcoin sported a market value of over $2 billion at its peak, but a 50% 

plunge shortly thereafter sparked a raging debate about the future of 

cryptocurrencies in general and Bitcoin in particular. So, will these 

alternative currencies eventually supplant conventional currencies and 

become as ubiquitous as dollars and euros someday? Or are 

cryptocurrencies a passing fad that will flame out before long? The answer 

lies with Bitcoin.  

 

 

 

 

 

http://www.investopedia.com/terms/c/cryptocurrency.asp
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Bitcoin Versus Conventional Currencies  
Bitcoin differs from conventional currencies in some very fundamental ways, 
as noted below (for the sake of simplicity, we use the U.S. dollar as a proxy 

for conventional currencies).  

 Bitcoin uses P2P technology without a central 
authority: Bitcoin is a decentralized currency managed by peer-to-

peer technology (P2P2), without a central authority. All functions such 

as Bitcoin issuance, transaction processing and verification are carried 

out collectively by the network, without a central supervisor or agency 

to oversee operations. In contrast, a conventional currency is issued 

by a central bank as part of its mandate to manage national monetary 

policy. In the U.S., only the Federal Reserve has the power to issue 

dollars; it is also the central authority that conducts monetary policy, 

supervises banks, maintains financial system stability, and provides 
financial services to depository institutions. 

 Bitcoin is primarily digital: Although physical Bitcoins are 

available from companies such as Casascius and BitBills, Bitcoin has 

been designed primarily to be a digital currency. Physical Bitcoins are 

somewhat of a novelty, and the very idea of a tangible form defeats 

the purpose of a digital currency, according to the most ardent 

supporters of the concept. Conversely, your dollars exist primarily in 

physical form; the balances that you hold at your bank and online 

brokerage can be converted into physical dollars within minutes if you 
so desire. 

 Bitcoin has a maximum 21 million limit: The total number 

of Bitcoins that will be issued is capped at 21 million. The Bitcoin 

“mining”3 process presently creates 25 Bitcoins every 10 minutes (the 

number created will be halved every four years), so that limit will not 

be reached until the year 2140. While Bitcoin critics argue that the 

maximum limit is not large enough, supporters maintain that since 

each Bitcoin is divisible to eight decimal places, the number of 

fractional Bitcoins (called “satoshis”) – at 21 x 1014 – will be more 

than enough for all conceivable applications. Conventional currencies, 
on the other hand, can be issued without limit. 

 Bitcoin is a complex product: The concepts of cryptocurrencies 

in general are abstruse and abstract, and understanding how and why 
Bitcoin works requires a fair degree of technological knowledge. 
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 Bitcoin has limited acceptance: It has limited acceptance so 

far and cannot be used at brick-and-mortar storefronts, although that 

may eventually change if it continues to gain traction. The dollar, on 

the other hand, has near-universal acceptance as the world’s global 
reserve currency. 

 Bitcoin transactions have limitations: A Bitcoin transaction 

can take as long as 10 minutes to confirm. Transactions are also 

irreversible and can only be refunded by the Bitcoin recipient. These 

limitations do not exist with conventional currencies, where debit and 

credit transactions are confirmed within seconds; certain transactions 

can also be reversed for valid reasons by the originator, without 
having to rely on the recipient's largesse. 

 Bitcoin balances are not insured: This means that if you lose 

your Bitcoins for any reason – for example, your hard drive crashes, or 

a hacker steals the digital wallet in which your Bitcoins are stored, or 

the Bitcoin exchange where you held a balance went out of business – 

you have little recourse. Currency balances held at banks, on the other 

hand, are insured against certain events such as bank failure by 
agencies like the Federal Deposit Insurance Corporation in the U.S. 

Check out this space next month to know how a Bitcoin works and its alternatives. 
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EFFECT OF REPO RATE ON CORPORATES 
 

On 20th September, 2013 the Reserve Bank of India (RBI) announced its 

mid-quarter monetary policy review. As per the policy, the Marginal 

Standing Facility (MSF) rate is reduced by 75 basis points from 10.25% to 

9.5%. Further, there is a reduction in Cash Reserve Ratio (CRR) daily 

maintenance from 99% to 95% of the requirement. RBI has also increased 

the repo rate by 25 basis points to 7.5% 

Repo rate: It is the rate at which the RBI lends the funds to the commercial 

banks.  

Marginal Standing Facility:  It is the rate at which the banks borrow funds 

overnight from the RBI against the approved government securities. MSF is 

required by banks when they have acute cash shortage or acute asset-

liability mismatch. This does not carry any stigma. 

Cash Reserve Ratio: It is a specified minimum fraction of the total deposits 

of customers, which commercial banks have to hold as reserves either in 

cash or as deposits with the central bank. CRR is set according to the 

guidelines of the central bank of a country. 
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Presently, the increase in repo rate has been seen as a surprise move by the 

overall industry, considering the industry is already under immense pressure 

due to the high cost of borrowings with low capital availability in this 

volatility environment. 

RBI’S move to increase the repo rate didn’t go well with the market 

expectations. As the sentiments towards interest rate which was expecting 

some changes in policy, will be now not be positive as it was earlier. The 25 

basis points hike in repo rate will once again now cause doubts in the minds 

of the people about how the future interest rate movement will happen. All 

the sentiments towards interest rate sensitive sectors and stocks as well as 

the company with heavy debt will be less positive now. 

Hence, it was a mixed bag of positive and negative, as the rate cut of MSF is 

a positive move, whereas the hike in repo rates it is clearly focused on the 

inflation in the near term. 
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Why What You Don't Know About Credit Scores Can Hurt You 
 

 

Ads hawking for-profit credit score services and some so-called financial 

gurus on the Internet make credit scores sound simple. They suggest this 
one number reflects all you need to be concerned about when building good 

credit. Unfortunately, that overly simplified information can lead to 
misunderstandings about credit scores that could have a negative impact on 

your financial wellbeing. 

Credit Score or Credit Report? 
 

Some people think a credit score and a credit report are the same. That's 

not true. A credit report is an in-depth record of your credit history. It 
includes a wide range of information, including: 

 Who you are (your name, Social Security number, date of birth, and 
sometimes employment information) 

 Your credit (credit card accounts, mortgages, car loans, school loans, 
and other loans, how much credit you have taken out, and your 

payment history) 
 Your public record (information about court judgments against you, 

tax liens, and bankruptcies) 
 Inquiries (a list of companies and people who recently requested a 

copy of your credit report) 

A credit score, on the other hand, is a number that is supposed to sum up 

the information in your credit report. The information that goes into figuring 
a credit score can include: 

 The type and number of credit accounts you have (loans, credit cards, 

mortgages) 
 If you pay bills on time 

 How much of your available credit you are using right now 
 Whether there are any collection actions against you for unpaid bills 

 How much outstanding debt you have 

 How long you've had your credit accounts 
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Top misunderstandings about your credit score 

1. Your credit score is a single number. In the U.S., there are three major 
credit bureaus that collect and maintain credit information: Experian, 
Equifax, and TransUnion. While the FICO score is the best known 

credit score, each bureau has several formulas they use to determine 
credit scores. Insurance companies, mortgage lenders, and banks also 

develop their own models for credit scores. That means your credit 
score could vary from situation to situation. 

2. If you make more money, you'll have a higher credit score. Your 
income is not included when figuring your credit score. The score 

reflects how well you handle credit regardless of your income. 

3. A low credit score can keep you from being hired. Employers do not 
look at credit scores. They can look at your credit report to help them 

gauge if you are reliable and trustworthy, but they your need your 
permission to do so. 

4. Your credit score is affected by where you live. That information is not 
part of a credit score calculation, so what part of the country you live 

in and whether you own or rent does not change your score. 
5. When you check your credit score, it can go down.  The number of 

times you check your own credit score does not have a negative effect 
on your score. It will cost you some money to check your score, 

however. The cost is usually about $20 per inquiry. 
6. Credit cards are the best way to build your score. While having a credit 

card and paying your bill in full and on time does help raise your credit 
score, having and wisely using different types of credit like mortgages, 

car loans, or student loans is also factored into your score. 
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Declaring Bankruptcy: What Does It Mean? 
 

 

 

In its basic form, bankruptcy eliminates all or part of your debt under the 
protection of the federal bankruptcy court. There are two types of 

bankruptcy: Chapter 7 and Chapter 13. 
  

Chapter 7 is nicknamed the "liquidation bankruptcy" because a bankruptcy 
trustee can sell or "liquidate" some of your belongings to pay back some or 

all of your debt. State and federal laws will determine which items can or 
cannot be included. Your car, household items and clothing are generally 

considered exempt. 
  

Chapter 13 requires you to repay a portion of the debts you owe, so you 
must have a verifiable and reliable income. A 3-5 year repayment plan, 

showing how you will repay your creditors, is also required. 

  
Bankruptcy does not wipe your financial slate clean. In fact, filing for 

bankruptcy will scar your credit report for 7-10 years, making it extremely 
difficult to get approved for most loans and credit cards. Filing for 

bankruptcy can eliminate credit card debt, medical bills, and unsecured 
loans, but it has no effect on debts such as tax liabilities and child or spousal 

support. 
  

It's best to explore all your options before choosing to file bankruptcy.  A 
financial advisor or bankruptcy counselor may be able to help you make your 

decision. 
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Financial Terms and Meanings 
 

Actuary 
 

An actuary is a business professional who deals with the financial impact 

of risk and uncertainty. Actuaries provide expert assessments of financial 
security systems, with a focus on their complexity, their mathematics, and 

their mechanisms.     

Actuaries mathematically evaluate the probability of events and quantify the 

contingent outcomes in order to minimize the impacts of financial losses 

associated with uncertain undesirable events. Since many events, such as 
death, cannot be avoided, it is helpful to take measures to minimize their 

financial impact when they occur. These risks can affect both sides of 
the balance sheet, and require asset management, liability management, 

and valuation skills. Analytical skills, business knowledge and understanding 
of human behavior and the vagaries of information systems are required to 

design and manage programs that control risk.  

 

 

 

Accounts Receivable Aging/ Aging report 
 

A periodic report that categorizes a company's accounts receivable according 

to the length of time an invoice has been outstanding. Accounts receivable 

aging is a critical management tool as well as an analytic tool that helps 

determine the financial health of a company's customers, and therefore the 

health of their business. 

If an accounts receivable aging demonstrates that a company's receivables 
are being collected much slower than normal, this is a warning sign that 

business may be slowing down or that the company is taking greater credit 
risk in its sales practices. 

 

As a management tool, accounts receivable aging may indicate that certain 
customers are not good credit risks. It can therefore help a company make prudent 

decisions about whether or not to keep doing business with customers that are chronically 

late payers. 
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