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Ever since the invention of Bitcoin in 2008, cryptocurrencies have grown in popularity, 

which has led to the creation of thousands of new cryptocurrencies. This thesis is commis-

sioned by Blocktek University, a blockchain and cryptocurrency learning platform, and in-

vestigates some of the most important factors a company needs to consider before and af-

ter it conducts an Initial Coin Offering (ICO). Legal factors are not taken into consideration 

and the technological aspect is kept to a minimum. 

 

The study consists of a theory section and a research section. The theory section dis-

cusses traditional economic theories in order to formulate expectations towards the crypto-

currency market. Additionally, this section covers the basics of ICOs and stablecoins.  

The research part investigates how the value of a token can be estimated for the ICO, the 

correlation between cryptocurrency utilisation and its value, and whether a company’s own 

token should be pegged to fiat money. 

The study involved both qualitative methods in the form of a survey and various discus-

sions, as well as quantitative methods in the form of analysing over 29’000 data entries. 

 

Firstly, the research revealed that the best way to price a token for the ICO is to establish a 

fiat money funding target, price each token at an appealing fiat money value and convert 

that amount into the accepted cryptocurrencies. Secondly, there is in fact a correlation be-

tween cryptocurrency price and its utilisation. This result allows a company to forecast its 

revenue better. Thirdly, a company’s own token should not be pegged to fiat money as 

there is not only substantial risk in doing so, but also maintaining the peg is difficult. Addi-

tionally, it is not industry standard.  

 

The outcome of this thesis provided the commissioning company with new insight and al-

lowed it to offer better advising services. Furthermore, this thesis may serve as a guideline 

for companies looking to establish their own cryptocurrency. 
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1 Introduction  

This chapter provides the reader with background information and introduces the case 

company as well as the research objectives. Demarcation, anticipated benefits to stake-

holders, key concepts, and key sources are also presented in this chapter. The chapter 

concludes with a short risk analysis. 

1.1 Background  

When cryptocurrencies emerged in the early 2000s, they were only known to few. It was 

not until an anonymous individual, calling himself Satoshi Nakamoto, invented Bitcoin in 

2008 that cryptocurrencies started to gain attention. Bitcoin was different than the other 

existing cryptocurrencies. Satoshi Nakamoto was the first person to implement a revolu-

tionary concept: The blockchain. Thanks to this technology, it was possible to construct a 

cryptocurrency that allows easy, fast, and secure peer to peer transactions. (Nakamoto 

2008, 4.)  

Bitcoin became a success and is today the most well-known cryptocurrency. 

 

Motivated by Bitcoin’s success, several individuals developed their own cryptocurrencies 

as well as their own blockchains. Over the years, cryptocurrencies gained so much atten-

tion that even established companies started issuing their own cryptocurrency, mostly us-

ing it to raise money quickly by holding an initial coin offering (ICO). An ICO is similar to 

an initial public offering (IPO), but instead of selling shares, the issuer sells its coins or to-

kens. The advantage of an ICO is that the company does not sell its ownership and most 

tokens do not entitle the buyer to any rights whatsoever.  

 

The concept of cryptocurrencies however is still foreign to most individuals and compa-

nies, and only few companies accept cryptocurrencies as a payment option, especially 

due to the volatility of cryptocurrencies. As the technology moves forward, an increasing 

number of companies could be interested in creating their own cryptocurrency.  

 

If a company wants to issue its own cryptocurrency, the company might consider pegging 

it to fiat money in order to avoid problems with volatility. This means that the company’s 

token is always worth the same amount of fiat money, typically 1 Dollar. As that would 

seemingly make a token obsolete in the first place (the company could just accept credit 

cards), it should be noted that cryptocurrencies have several advantages over fiat money.  
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One such advantage is the transaction fee. Credit card payments, PayPal payments and 

other forms of payment typically cause a two to five percent transaction fee. The transac-

tion fees caused by a cryptocurrency transaction can vary. In October 2018, a Bitcoin 

transaction cost between 0.40$-0.60, and an Ethereum transaction 0.10$-0.30$. The fol-

lowing chart shows the transaction fees of the two cryptocurrencies between March 2018 

and October 2018 (inclusive). The transaction fees of other cryptocurrencies, like Ripple 

(XRP), the third biggest cryptocurrency by market capitalization, can be less than 0.01$. 

(BitInfoCharts 2018)  

 

 

Figure 1. Average transaction fee, USD (BitInfoCharts 2018) 

 

As the chart shows, the transaction fees are just as volatile as the rest of the cryptocur-

rency market. The transaction fee can increase or decrease heavily. However, credit card 

and banking fees could exceed cryptocurrency transaction fees, depending on the size of 

the transaction.  

 

Despite the transaction fee advantage, another motivation for companies to offer a crypto-

currency payment method is that the payments are received much faster. Unlike fiat pay-

ments, which are processed (up to) once a day, the company has the funds available 

much faster. The speed of the transaction however depends heavily on how busy the un-

derlying blockchain is at the time of transaction and which cryptocurrency was used. It can 

range between a few seconds to a few hours.  

Furthermore, offering a cryptocurrency payment method eliminates the risk of a charge-

back. Once the transaction has been entered into a block, it cannot be reversed.  

 

Taking all these benefits into consideration, companies might be tempted to create their 

own cryptocurrency. Issuing an own cryptocurrency also allows the company to raise 

funds in an uncomplicated way by conducting an Initial Coin Offering (ICO), which is like 

an Initial Public Offering (IPO).  
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In 2018, several major companies offered a cryptocurrency payment option. Expedia, Mi-

crosoft, Subway, PayPal and other mainstream companies are providing this payment op-

tion (Sloan 2018).  

 

The following figure shows where Bitcoin is accepted on the 09 October 2018. Coinmap is 

a platform on which companies can register themselves or be registered by others as a 

venue that accepts Bitcoin. 

 

 

Figure 2. Current Bitcoin acceptance (Coinmap 2018) 

 

According to the platform, a total of 13’343 venues are accepting Bitcoin in the second 

week of October 2018 (Coinmap 2018). The actual number may be a lot higher as only a 

small percentage of venues register themselves on the platform, but it nonetheless pro-

vides a great overview over how Bitcoin acceptance is spread throughout the world.  

1.1 Case company  

This thesis is commissioned by Blocktek University. Despite its name, the company is not 

officially registered as a university. The start-up was established in 2017 and first operated 

under the name Network Token, but soon rebranded to its current name. Blocktek Univer-

sity provides a platform which aims to educate the masses about the blockchain technol-

ogy and cryptocurrencies by offering a range of online courses. The basic courses cover 

topics such as an introduction to blockchain and cryptocurrencies, and the advanced 

courses provide detailed instruction about how to code a new cryptocurrency. (Blocktek 

University 2018.) 

 

The company’s goal is to support the mainstream adoption of the blockchain technology 

and cryptocurrencies. Thus, despite offering advanced courses, the platform mainly fo-

cuses on covering the basics to help people who have never been in touch with either 
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cryptocurrencies nor the blockchain. To further support mainstream adoption, the basic 

courses are offered for free. The company goes one step further: Users learning on the 

company’s website can not only do so for free, but are also rewarded with the company’s 

own token, the BKU. This token can be used to purchase access to the advanced 

courses. In the future, the token can also be used to purchase the company’s own trading 

tools and other advanced content. Like any other token, this token is tradeable on ex-

changes. (Blocktek University 2018.) 

1.2 Case Introduction  

Blocktek University plans to offer an in-depth course for companies that are new to crypto 

and plan to conduct their own ICO. Conducting an ICO is a complex process and a lot of 

information is required. As cryptocurrencies are still new, not all the information needed 

has yet been researched and a lot of questions remain unanswered.  

Thus, the research question of this thesis is: What are the most important things a com-

pany needs to consider before and after conducting its ICO? 

To understand the first investigate question, the reader needs to know that the cryptocur-

rency market is not very well regulated (yet). The fact that an ICO does not have any for-

mat requirements allows companies to set any price for their token during the ICO. There 

is no official guideline on how to proceed. Naturally, the price of the token is quickly put to 

a fair level when the tokens become available on exchanges, but before that, each com-

pany can decide the price of the token itself. Blocktek University would like to know how 

companies estimate the price of their token during the ICO and which process of doing so 

is the best. The information currently available depends on the source used: One source 

is certain that scenario A is most used, another source is certain that scenario B is most 

used. They have one thing in common: All available sources are only based on experi-

ence and the author’s own preference. The fact that no research has been conducted yet 

makes this question the first investigative question of this thesis: How can a token’s ICO 

price be determined? 

 

Shortly after the ICO ends, the token becomes available on exchanges. By entering an 

exchange, it also enters the volatile environment of cryptocurrencies. In traditional eco-

nomics, people spend less money in a recession and more money in an expansion. But 

does that also apply to cryptocurrencies?  

If a company wants to receive 5$ worth of its tokens for a certain product and its tokens 

are worth 1$ each, 5 tokens are needed to pay for the product. If the token is worth 0.1$, 

50 tokens are needed. The price only increases in terms of the token, but not in terms of 

fiat money. This suggests that the token will not be used any less if its value depreciates, 

given that the product still costs 5$ and the customer’s income is not affected. On the 
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other hand, this may cause interest to fade. Currently, it is unknown how the price of a 

cryptocurrency affects the utilisation of a token or vice versa. Blocktek University believes 

that this is vital information for companies as it supports companies in their sales forecast-

ing process. Due to that, the second investigative of this thesis is: How does the price of a 

token correlate with its utilisation?  

 

Volatility means unstableness and companies may not want their token to be unstable. 

Pegging its token to fiat money is a potential solution for a company. Unfortunately, this 

process is not as simple as it may seem, and, amongst several other challenges, a 

pegged cryptocurrency does not stay pegged 100% of the time. The third investigative 

question of this thesis is based on the scenario described above: A company creates its 

own cryptocurrency and will accept it as a payment method. The investigative question is: 

Should a new token be pegged to fiat money?  

 

The following list provides a quick overview of the main research question and the investi-

gative questions. 

1. RQ: What are the most important things a company needs to consider before and 
after conducting its ICO? 

2. IQ 1: How can a token’s ICO-price be determined? 
3. IQ 2: How does the price of a token correlate with its utilisation? 
4. IQ 3: Should the company’s token be pegged to fiat money?  

 

Blocktek University did not conduct an ICO as worldwide legislation was (and still is) con-

sidered insufficient. Instead, the tokens were made available on third party exchanges. As 

a result, the commissioning company is unable to provide guidance regarding IQ1. Table 

1 below presents the theoretical framework, research methods and results chapters for 

each investigative question. 

 

Table 1. Overlay matrix 

Investigative  
question 

Theoretical  
Framework 

Research Methods Results 
(chapter) 

IQ 1. How can a to-
ken’s ICO-price be 
determined? 

Conceptual frame-
work of ICOs.  

Qualitative research.  4.1 

IQ 2. How does the 
price of a token corre-
late with its utilisa-
tion? 

Theoretical framework 
of traditional market 
cycles.  

Mixed research.  4.2 

IQ 3. Should a new 
token be pegged to 
fiat money? 

Concepts and theo-
ries regarding stable-
coins, and their com-
parison to fiat money. 

Mixed research. 4.3 
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1.3 Demarcation 

To not go beyond the scope of a 15-credit thesis, a strict demarcation is required. 

 

- Department: Finance. 
- No legal aspects of ICOs and cryptocurrencies. 
- Only very basic technical information is covered.  
- Only information published up to the 01 November 2018 are taken into consideration.  

 

As the research focuses on how a company can implement its own cryptocurrency as a 

payment option, the impacts on the marketing are ignored. This needs to be stated as of-

ten, one of the reasons for companies to create its own cryptocurrency is for marketing 

purposes as a new token can raise a lot of awareness. Furthermore, as ICO’s are contro-

versial and new regulations applying to ICOs are published on a weekly basis throughout 

the world, no legal aspects are taken into consideration. The underlying technology of 

cryptocurrencies is very complex and not all cryptocurrencies are based on the block-

chain. Thus, the theory only covers as much of the technology as is required to under-

stand this thesis. The history of the blockchain and cryptocurrencies are not taken into 

consideration, unless the information is required in order to gain an understanding of the 

discussed topic. Finally, as there is a vast amount of new information published daily, only 

information published up to the 01 November 2018 is taken into consideration.  

1.4 International aspect 

As the author is a Swiss citizen studying at a Finnish University of Applied Sciences, the 

international aspect required by the institution is given. Additionally, the outcome of this 

thesis is intended to act as a guideline for, and thus will be beneficial to, any company 

which wishes to establish and implement its own cryptocurrency as a payment option, re-

gardless of its location. 

1.5 Anticipated benefits 

The first stakeholder of this thesis is the commissioning company, Blocktek University. 

The outcome should benefit the company and support them in helping companies enter 

the cryptocurrency industry. Blocktek University might gain a substantial lead over its 

competitors as it is able to provide its clients with new, relevant research.  

 

The second stakeholder is me as the author of this thesis. This topic is very important to 

me. Ever since I got into cryptocurrencies in 2013, I have been fascinated. Not only am I 

interested in the blockchain technology, but I am also curious about how cryptocurrencies 

will affect the common socioeconomic model in the long term. Writing a thesis on such a 
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fascinating topic, combined with a real-life case, provides me with the motivation and dedi-

cation that is required to conduct pertinent field and desk research. In the future, I plan to 

deepen my knowledge about this topic.  

During this thesis, I will be able to establish a connection with the case company, and a 

future collaboration between the case company and I is more likely once I am able to 

demonstrate my researching skills as well as the determination needed to write a good 

thesis. Furthermore, I will be able to extend my knowledge about cryptocurrencies greatly 

which will support me in my anticipated career path. I intend to provide cryptocurrency-re-

lated consulting services in the future, and this thesis is my first publication. This kept me 

motivated throughout the research and writing process.  

By this thesis I hope to establish a solid base for my professional career. 

 

Another stakeholder is my institution, Haaga-Helia University of Applied Sciences. By sup-

porting such a controversial thesis topic, the institution proves that it is willing to support 

innovation and drive change, which is a desirable trait in institutions of higher education. 

 

Despite those three stakeholders, this thesis also anticipates being beneficial to the 

reader as it aims to provide useful information to help companies with some of their key 

decisions. 

1.6 Key concepts 

Cryptocurrencies are digital currencies. Those currencies are considered very secure 

and are almost impossible to counterfeit. Cryptocurrencies often, but not always, rely on 

the blockchain as underlying technology. Cryptocurrencies are usually not issued by one 

central authority but are instead decentralised. (Investopedia 2018.) An example of a cryp-

tocurrency would be Bitcoin. 

 

A token is generally used to describe a digital asset, like a Bitcoin token (one Bitcoin to-

ken is commonly referred to as one Bitcoin). However, in the cryptocurrency industry, the 

word token is commonly used to describe a cryptocurrency built on another cryptocur-

rency’s blockchain, typically on the Ethereum blockchain. An example would be the token 

DAI which will be mentioned later in this thesis. DAI utilises the Ethereum blockchain, 

meaning that all transactions are done and visible on the Ethereum blockchain. (DAI 

2018.) While a token can also be built on other blockchains, in this thesis the word token 

describes a cryptocurrency built on the Ethereum blockchain, if not otherwise specified.  

 

An altcoin describes the cryptocurrencies launched after the success of Bitcoin. (In-

vestopedia 2018.)  
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A blockchain consist, as the name suggests, of blocks. Every time a transaction is made, 

it is collected in a virtual block, which, as soon as enough transactions have been col-

lected, is added to the blockchain. The transactions are verified by a network of comput-

ers, so-called miners. Those miners are rewarded with the block reward, a few tokens of 

the corresponding cryptocurrency that are distributed to a miner by chance. This reward 

varies heavily between different blockchains. It motivates users to mine the cryptocur-

rency, which improves the decentralization and security of the asset as each transaction is 

verified by tens of thousands of miners. This number varies from cryptocurrency to crypto-

currency. The blockchain serves as public ledger of all transactions of the corresponding 

cryptocurrency which makes cryptocurrencies very transparent as all wallets and transac-

tions are publicly accessible. Cryptocurrencies can have their own blockchain, but that is 

not always the case. (Iansiti & Lakhani 2018, 1.) 

 

An Initial Public Offering (IPO) occurs when a company offers its stocks for the first time 

to the public. It is a great way, especially for start-ups, to raise money quickly. An under-

writing firm assists the issuer in questions regarding the best offering price, the best time 

for going public, and the amount of shares the company should issue. Those shares are 

then sold to the public, providing the issuing company with funding. (Investopedia 2018.)  

 

An Initial Coin Offering (ICO) is very similar to an IPO. However, unlike in an IPO, no 

shares are sold in an ICO, meaning that the buyers do not have any ownership stake of 

the issuing company. Anyone can establish their own token and therefore, anyone can 

conduct an ICO. Potential investors are presented a white paper, which includes all im-

portant information about the project. Based on that, the interested person can decide 

whether the project is worth investing in. If an individual decides to invest, he can pur-

chase the tokens at a price given by the issuer. Usually, the issuer accepts Bitcoin and 

Ethereum, sometimes also other cryptocurrencies or even fiat money. The buyer will hope 

for the company to succeed and for the coin or token to increase in value. (Siegel, 

Gramatke, Paulsen, Giessen & Brosig 2017, 3.)  

Conducting an ICO is still not regulated very well (November 2018), but heavy regulations 

will be implemented in the future (Diemers, Arslanian, McNamara, Dobrauz, Wohlgemuth 

2018, 1). 

 

Fiat money describes a currency without intrinsic value. Fiat money is established by a 

government. The currency itself is not backed by a physical commodity, but its value is 

maintained by the issuing government. The value does not depend on the value of the 
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material it is made of. Most common currencies are fiat money, such as the US Dollar and 

the Euro. (Goldberg 2005, 3.)  

As per definition, cryptocurrencies are not fiat money. In this thesis, the term “fiat money” 

is used to refer to traditional currencies, usually the US Dollar if nothing else is specified.  

1.7 Key sources 

As cryptocurrencies are completely new technologies, there are very few experts and the-

oretical frameworks. While there are countless theoretical frameworks for almost any field 

imaginable, this does not apply to crypto. The innovation proceeds quickly. New laws are 

passed monthly, and new technologies are introduced weekly. Books about specific top-

ics, if there are any, can be outdated after a couple of days. This is an issue that is not ex-

perienced in other theses.  

 

Due to the fast-moving environment, online sources provide far more relevant data than 

books. Extracting information primarily from books would be a fatal mistake that would 

cause the results of this thesis to be skewed or outdated.  

 

As the most common and most trusted sources of knowledge in the cryptocurrency field 

are gained from sources not known to the average reader, they are presented in this 

chapter.  

 

The most important provider of cryptocurrency price data is Coinmarketcap. The platform 

provides data on price, trading volume, market capitalization, exchange platforms and 

much more (Coinmarketcap 2018). The platform is highly trusted by cryptocurrency pro-

fessionals and used as source for cryptocurrency-related articles on news platforms such 

as Forbes.  

 

Coindesk is a news platform which focuses on cryptocurrency and blockchain related con-

tent. Coindesk has established itself as one of the most trusted news portals in the indus-

try. Their authors are cryptocurrency and blockchain professionals. The website is visited 

by 5 million unique visitors each month, totalling to over 50 million monthly clicks. 

(Coindesk 2018.) 

 

ETHGasStation provides information taken directly off the Ethereum blockchain. As the 

name suggests, that information relates primarily to the current transaction price (gas) of 

transaction on the Ethereum blockchain. The website is used as a reference for current 

and past data on gas fees. (ETHGasStation 2018.) 

 



 

 

10 

Additional sources were used in this thesis. Each source’s trustworthiness has been as-

sessed and confirmed before extracting information.  

1.8 Risk analysis 

A risk would be that the outcome of this thesis will become irrelevant. This is not a big risk 

as it is unlikely that the interest in cryptocurrencies will disappear.  

Another risk would be that the case company withdrew from the commissioning agree-

ment. However, even if that is the case, the content of this thesis would still be valuable 

for other companies and finding another commissioning company possible.  

The biggest risk is that there is not enough data to base the research on, due to the lack 

of information and empiric data as cryptocurrencies are a very recent innovation. If that 

turns out to be the case, the gap is filled by interviewing cryptocurrency professionals. 

Said professionals are found in the author’s personal network.  

All challenges and risks are intended to be overcome by motivation and determination. 
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2 Theoretical framework  

This chapter provides a short overview of all the theoretical framework used in this thesis. 

As one of the investigative questions focuses on ICOs, the theoretical framework of ICOs 

needs to be defined. A short comparison between an ICO and an IPO, which is more 

commonly known, is appropriate to deepen the reader’s understanding of the process.  

 

The second investigative question researches the correlation between a token’s price and 

its utilisation. Hence, theoretical framework about consumer spending behaviour in a re-

cession and an expansion may be an interesting addition in order to formulate expecta-

tions towards the research, as well as comparing cryptocurrency macroeconomics to fiat 

money macroeconomics. 

 

The third investigative question researches whether the token should be pegged to fiat 

money. The theoretical aspect covered here will analyse the characteristics of a stable-

coin. 

 

Throughout the thesis, the theoretical framework established by Satoshi Nakamoto and 

Vitalik Buterin will be used. Satoshi Nakamoto is the person who invented Bitcoin as well 

as the blockchain technology in 2008 (Nakamoto 2008, 2). Nakamoto is only an alias; Up 

to this date, it is unknown who Satoshi Nakamoto really is. Vitalik Buterin on the other 

hand is more transparent. He invented Ethereum in 2015, which is the platform most ICOs 

run on (Buterin 2015, 3).  

2.1 Cryptocurrencies compared to fiat money  

There is a wide range of differences between cryptocurrencies and traditional currencies 

(fiat money) like the US Dollar or the Swiss Franc. To understand the outcome of this the-

sis, a broad understanding of the differences is required.  

 

An obvious difference is the physical form; Whereas fiat money is available in its physical 

form, cryptocurrencies are not. A physical cryptocurrency would contradict the very idea of 

cryptocurrencies: An ecosystem without the need for third parties.  

 

Cryptocurrencies are decentralised. Thus, decisions like the amount of mining rewards 

(and the resulting transaction fees) are made by anyone who mines the currency, and not 

by one institution. The maximum supply is often limited (Bitcoin), but cryptocurrencies with 

an unlimited supply exist (Ripple). The supply of fiat money is not limited, and more 
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money can be printed at any given time. Additionally, cryptocurrencies are generated by 

individuals and not governments. (Harris 2017.) 

 

As there is no “Bitcoin government”, the legal status of cryptocurrencies is still surrounded 

by a lot of uncertainty. Depending on the country, cryptocurrencies are not acknowledged 

as currencies, or then they are fully accepted as currencies and citizens may even pay 

their taxes with Bitcoin, like in Zug, Switzerland (Gesley 2018, 2). In some countries, cryp-

tocurrencies are taxed as foreign currency (Switzerland), and in others as income tax 

(Denmark) (Library of Congress 2018, 3). Compared to fiat money, this may be confusing 

as other currencies are usually taxed in similar ways across the world and accepted as 

such.  

2.2 Stablecoins 

A stablecoin is a cryptocurrency which is pegged to a certain fiat money value, most com-

monly one US Dollar (Lee 2018). While the term “stable coin” is a descriptive term, it is 

written as “stablecoin”. The most well-known cryptocurrency pegged to fiat money is 

Tether (USDT), based on its market capitalization and trading volume (Coinmarketcap 

2018).  

2.2.1 The most important stablecoins 

The most well-known stablecoin is Tether (USDT), a stablecoin on the Bitcoin blockchain. 

The project claims that “at any given time the balance of fiat currency held in our reserves 

will be equal to (or greater than) the number of tethers in circulation”. For each Dollar the 

Tether project receives, it creates one USDT. (Tether 2017, 1.) 

 

Despite USDT being criticized for not being audited (Jenkins 2018), the currency has es-

tablished itself in the top 10 cryptocurrencies by market capitalization and trading volume. 

The cryptocurrency’s largest trading volume in 24 hours was $5.72 Billion on the 18th Jan-

uary 2018. At that time, its market capitalization was $1.65 Billion, and in October 2018, 

the market capitalization is approaching $3 Billion. (Coinmarketcap 2018.)  

 

The fact that Tether has a trading volume corresponding to twice its market capitalization 

can be explained by examining what Tether is mostly used for. The cryptocurrency is used 

as a trading pair on various exchanges to enable trading cryptocurrencies against the next 

best thing close to fiat money. As Bitcoin, Ethereum and several other cryptocurrencies 

are tradeable against USDT, its daily trading volume can easily exceed its market capitali-

zation. In case of the 18th January, each USDT was traded 3.46 times on average. 
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TrueUSD (TUSD) is the second largest pegged cryptocurrency by market capitalization 

(Coinmarketcap 2018). TrueUSD has been established as a direct response to USDT and 

its criticism. The developers of TrueUSD state that they “wanted a simple stablecoin, with-

out the need to trust (a) company’s hidden bank account or special algorithm”. The trust 

issue is approached in a special way: Instead of having one bank account, which is not 

visible to the public and thus not transparent, the fiat money is held in the bank accounts 

of multiple companies. The amount of USD held in the bank accounts are published every 

day. Unlike USDT, TUSD is audited monthly. (TUSD 2018.) 

 

The companies holding the fiat money have signed escrow agreements. This means that 

the funds are only released once both parties have fulfilled their obligations, in this case if 

the corresponding amount of TUSD to the amount of received USD has been printed, 

which avoids printing too much TUSD. As soon as an amount of USD has been sent to 

and verified by one of the trusted companies, their application programming interface 

(API) will activate the TUSD smart contract, which will proceed to issue the same amount 

of TUSD as USD have been received and send the newly created tokens to the cus-

tomer’s Ethereum address. (TUSD 2018.) 

 

The cryptocurrency pegged to fiat money with the third largest market capitalization and 

daily trading volume is Dai (DAI). In October 2018, Dai has a market capitalization at $60 

Million. It has reached its highest trading volume within 24 hours on the 22th April 2018 

with $98 Million. However, this was an absolute exception; A daily trading volume of $4 

Million better reflects the reality. Its trading volume does not usually exceed its market 

capitalization, if the spike of volume mentioned above is not taken into consideration. 

(Coinmarketcap 2018.) 

 

Unlike Tether and TUSD, Dai is not controlled by one institution. It is completely decentral-

ized and uses the Ethereum blockchain (Maker Team 2017, 3). DAI is designed to be a 

credit system. Each DAI coin is issued when users lock up their assets in this credit sys-

tem. The stability of DAI is maintained by a system of dynamic autonomous interest rates 

that automatically react to emerging market conditions and change the fees and incen-

tives associated with the credit system.  The value of each DAI coin equals to 1 USD. Dai 

has a complex system behind the scenes which makes sure that the price of a DAI coin 

will remain constant with the price of the USD. If a user wants to purchase $100 worth of 

DAI coins, the user must put $150 worth of Ether (ETH) into the Maker Dao Smart Con-

tract. This only works with ETH as DAI is built on and into the Ethereum ecosystem. This 

process is called entering the “Collateralized Debt Position” and is known as CDP. During 
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this process, the user receives 100$ worth of DAI, so 100 DAI tokens. The remaining 50$ 

are held as a collateral. As DAI is built on the Ethereum blockchain and thus is pegged di-

rectly to the value of ETH, ETH price developments affect DAI directly. If the value of the 

ETH that is held as collateral depreciates, it causes the value of the ETH held as collateral 

to become lower than the corresponding amount of DAI. In this case, the DAI’s smart con-

tract will quickly buy the collateral and will sell it off for a profit to the keepers. These keep-

ers will sell the liquidated assets for profits which are then used for stabilizing the value of 

DAI. (DAI 2018.) 

 

As TrueUSD and DAI are built on the Ethereum blockchain, they profit from smaller trans-

action fees as USDT on the Bitcoin blockchain. Depending on the current Bitcoin and 

Ethereum values and technical changes, this may change.  

 

The successful concept of stablecoins has been copied countless times. This led to the 

existence of several, unimportant other stablecoins, as well as new, upcoming stable-

coins. Covering each existing stablecoin is impossible as a new stablecoin is established 

on a weekly basis, but the three stablecoins covered in this chapter are the most relevant 

ones in late 2018. The following table compares the most important features of USDT, 

TUSD and DAI. 

 

Table 2. The three largest stablecoins by market capitalization 

Pegged token USDT TUSD DAI 

Trust Low High Medium-High 

Transparency Low High High 

Centralization Centralized Decentralized Decentralized 

Daily trading volume High Medium Low 

Transaction fee High Low Low 
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Volatility (typically) <5% <1% <1% 

 

Trust: As stated, USDT is not trusted by the general crypto user. However, as USDT is 

listed on the largest exchanges as trading pairs for almost every cryptocurrency, it is con-

tinued to be used. TUSD and DAI are trusted much more as TUSD is audited and DAI is 

unable to fail (due to its functionality), if enough people are involved. 

 

Transparency: While USDT is not transparent, TUSD and DAI are.  

 

Centralization: USDT is centralized, one institution has complete control over USDT. 

TUSD and DAI are not centralized, with DAI having the edge as no companies are in-

volved.  

 

Trading volume: With well above $1 Billion, USDT has by far the biggest daily trading vol-

ume. TUSD follows with around $60 Million, and DAI ranks third with only about $4 Million. 

 

Transaction fee: Currently, transaction fees for tokens on the Bitcoin blockchain (UDST) 

are higher than for tokens on the Ethereum blockchain (TUSD & DAI).  

 

Volatility: While the price occasionally moves beyond 1% volatility, either currency has an 

average daily volatility of under 1% (Coinmarketcap 2018). However, USDT sometimes 

reaches a higher volatility, especially when new criticism arises. It is fair to grade USDT 

lower than TUSD and DAI. 

 

TUSD offers the best mix between trust and trading volume. Anyone is strongly encour-

aged to favour TUSD over USDT.  

2.2.2 The current use of stablecoins 

USDT is used to trade mainly Bitcoin and Ethereum on large cryptocurrency exchanges, 

such as Binance and Bitfinex. There are over 400 USDT trading pairs currently listed. 

(Coinmarketcap 2018.) 

 

TUSD is used for the same purpose. It is used on Binance, Bittrex and several other ex-

changes. Additionally, there are USDT/TUSD trading pairs on said exchanges so that us-

ers can quickly shift between the two stablecoins. In total, TUSD is tradeable with 34 other 

cryptocurrencies. (Coinmarketcap 2018.) 



 

 

16 

 

It is not DAI’s purpose to be a stablecoin to trade other cryptocurrencies with. Instead, DAI 

is supposed to be a solution for companies to offer a stablecoin payment option. Thus, it 

has only 33 trading pairs. The first two largest (by trading volume) trading pairs account 

for 69% of the total trading volume. (Coinmarketcap 2018.)  

 

Despite serving as trading pairs, it could be assumed that the stablecoins are used to pur-

chase products and services. As stated in chapter 1.1, several major companies offer a 

cryptocurrency payment option. Expedia, Microsoft, Subway, PayPal and other main-

stream companies are providing this payment option. However, none of those companies 

accept any kind of stablecoin (Sloan 2018). It seems as stablecoins are used for trading 

only and businesses are not interested in adding a stablecoin payment option. Usually, 

businesses add cryptocurrency payment options because they want to look innovative 

and because cryptocurrencies are used by more and more people.  

Bitcoin leads the growth of the cryptocurrency market and is the most well-known crypto-

currency and it is in a company’s interest to accept the widest spread cryptocurrency. This 

does not mean that other cryptocurrencies will not be accepted soon (some like Litecoin 

and Ethereum are already accepted), but stablecoins do not seem to be attractive 

enough.  

2.3 The Ethereum platform 

In order to get a clear understanding of an ICO and the term “token”, it’s important to look 

at the Ethereum blockchain as most of the ICOs are conducted on Ethereum (EY 2018, 

19). Ethereum is a project which has been established by Vitalik Buterin in 2015. 

Ethereum has its own blockchain. It allows anyone to create their own cryptocurrency in 

the form of a token within minutes. Those tokens utilize the Ethereum blockchain and thus 

depend on its blockchain to perform well. This quick and easy process of creating a cryp-

tocurrency is the reason why most companies choose to use the Ethereum blockchain. 

(Buterin 2015, 3.) 

 

The Ethereum blockchain has its own token, Ether. This token is used to pay the transac-

tion fees and is usually accepted as a paying method for ICOs (Buterin 2015, 4). Despite 

this, the token is usually referred to as Ethereum. 

2.4 Initial coin offering (ICO) 

An ICO is an important part of the modern cryptocurrency industry. In 2017, ICOs have 

raised a total of $5.5 billion. In the first quarter of 2018, ICOs had already surpassed this 
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number and have raised $6.3 billion. (Floyd 2018, 1.) Thus, knowing what an ICO is, is 

crucial in order gain an understanding of the bigger picture.  

2.4.1 Definition  

An initial coin offering is a simple way to fund start-up companies in the cryptocurrency in-

dustry. An ICO is similar to an initial public offering (IPO), but simpler. Investors may in-

vest into a project at a very early stage as the only requirement to conduct an ICO is to 

have an own cryptocurrency. (Siegel & al. 2017, 9.)  

 

Companies have the option to create their own token on the Ethereum blockchain. While 

there are other platforms available, ICO Watchlist, a trusted source of information for pro-

fessionals, shows that 82,60% of all ICOs have chosen the Ethereum blockchain (Novem-

ber 2018) (ICO Watchlist 2018).  

The company’s tokens are sold during the ICO for either US Dollar or, most commonly, 

Bitcoin and Ethereum.  

2.4.2 The process 

The first step in an ICO process is to establish the conditions of the ICO (such as the price 

of the token), prepare a sales pitch and a whitepaper, and advertise the ICO. Typically, 

each ICO is announced on Bitcointalk. This platform has established itself among profes-

sionals as the first place to advertise new cryptocurrencies. Other places where new to-

kens are advertised are Reddit and Twitter. The main communication channels between 

ICO conductor and investors are Telegram and Twitter. (Siegel & al. 2017, 10.) 

 

After announcing the new cryptocurrency as well as its upcoming ICO, the company pre-

sents the whitepaper and its sales pitch as the ICO commences. This whitepaper includes 

all necessary information about the project, the company, and the developers. It also elab-

orates the purpose of the new cryptocurrency. Furthermore, this whitepaper states which 

rights the investors receive as well as the price of one token. The company is expected to 

be transparent and show how the raised funds will be allocated. It is also expected that 

the company provides an overview of the maximum supply, how many tokens are being 

sold in the ICO, how many of them are kept by the team, and how many will be sold after 

the ICO and for what purpose. (Siegel & al. 2017, 10.) 

 

In a third step, the actual ICO is conducted. Marketing is crucial in this stage as many of 

the companies are not well known. The ICO usually stays active for a predefined period of 

time or until a certain amount of funding is reached. (Siegel & al. 2017, 11.) 
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After the ICO closes, the tokens are distributed. Soon after, the tokens will become trade-

able on cryptocurrency exchange platforms. Having the token trading on a prestigious ex-

change is a very good indicator of the token’s short-term success. (Siegel & al. 2017, 11.) 

 

The four main steps are summarized in the figure below (Siegel & al. 2017, 9).  

 

Figure 3. The ICO process. 

 

Some projects have decided to conduct a pre-ICO, which, as its name implies, is con-

ducted before the main ICO. A bonus is usually offered in this pre-ICO to attract early in-

vestors. 

2.4.3 Differences to an Initial Public Offering (IPO) 

An ICO is similar to an IPO. However, there are some major differences to consider. Un-

like during an IPO, no shares are sold during an ICO, meaning that the buyers do not 

have any ownership stake of the issuing company. The only thing the buyer receives is 

the company’s token. Often, this token is a utility token, a form of payment to access the 

company’s platform or purchase its products or services. As the laws regarding ICOs are 

still unclear, the risk involved with investing in an ICO is much higher. (Siegel & al. 2017, 

11.) 

 

Another key difference is found in the target audience. The ICO company does not neces-

sarily target large investors, but instead targets individuals. Thus, the transaction size is 

much smaller and sometimes starts from as little as 1$. IPOs on the other hand aim to at-

tract institutional investors. (Siegel & al. 2017, 11.). 

 

Additionally, a company’s shares are priced according to the company’s valuation (Ged-

des 2005) whereas the price of a token in an ICO does not depend on the company’s val-

uation.  

Step 1: Raise 
Awareness

•Define conditions of 
the ICO

•Prepare a sales pitch 
& whitepaper

•Raise awareness on 
important channels

Step 2: Present a 
Whitepaper and 
Market the ICO 

•Present the sales 
pitch and the 
whitepaper

•Market the ICO

Step 3: Conduct the 
ICO

•Conduct the ICO

•Keep up marketing 
efforts

Step 4: Distribute 
Tokens

•Distribute tokens 
within a reasonable 
timeframe

•List the token on 
exchanges to enable 
trading
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The differences are summarized in the table below. This does not include all differences, 

but it does include the most important ones. 

 

Table 3. The most important differences between an ICO and an IPO (Siegel & al. 2017) 

 Differences ICO 
IPO ICO IPO 

Typically  
conducted by A start up 

An established  
company 

Target audience Private investors Institutional investors 

Pricing of share/ 
token 

Based on funding 
target 

Based on company 
valuation 

Regulations Unregulated Regulated 

Risk High risk Medium risk 

Ownership 
No ownership of  
issuing company 

Ownership of issuing 
company 

 

This table clearly shows that investing in an ICO is much riskier. Further regulation is 

needed for more investors to be able to invest in ICOs.  

2.5 Traditional market cycles 

Consumer spending behaviour is a term used to describe the process of an individual or a 

household buying goods and services for personal consumption (Sheth 2014, 1). As there 

is no data existing regarding the spending behaviour of cryptocurrencies during expansion 

and recession, investigating the traditional market cycles expansion and recession may 

indicate how the price of a token affects its utilisation.  

2.5.1 Expansion 

In an expansion, economic activity grows which is measured in the rise of the real GDP. 

Production in general rises which cause salaries to rise as well, increasing the average in-

come. (O’Sullivan & Sheffrin 2003, 310.) 

 

Between 2001 and 2007, the world has seen a global expansion phase as the average 

GDP grew by 2.8 percent. The personal savings rate rose from 3.8 percent in 2001 to 6.3 

percent in 2004, and then, as soon as individuals got comfortable with the economic 

growth, dropped to 2.8 percent in the following year and stayed around this level until the 

expansion phase ended. (Statista 2018.)  
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This information may be applied to the cryptocurrency market and may prove itself im-

portant in researching how the price of a token affects its utilisation.  

2.5.2 Recession 

With the slowing down of the economy, the public pauses to ruminate about their spend-

ing habits. Most people decide to save up for retirement and resorts to quality rather than 

quantity. This is when minimalism and simplicity play a healthy role in society.  

 

The Great Recession took place in the US between December 2007 and June 2009. This 

recession was related to the financial crisis between 2008 and 2009 and the US mortgage 

crisis between 2007 and 2009. It is known as the most devastating global economic crisis 

since the Great Depression which began in 1929. (Grusky, Western & Wimer 2011, 4.)  

 

To gain an authentic understanding of the recession, news articles and sources from 2009 

have been investigated. In December 2009, the spending on residential construction 

dropped 22 percent compared to one year before. In December 2008, the spending on 

durable goods dropped by 0.8 percent and spending on nondurable goods by 1.8 percent 

compared to November 2008. (Healy 2009, 3.)  

The average personal saving rate in the US in 2008 was 6.4 percent, which is a big in-

crease from the 3.0 percent in 2007 (Statista 2018). At that time, consumer spending be-

haviour accounted for 70 percent of growth in total. Thus, as the consumer saved more 

money and spent less, the recession got deeper as well.  

 

During a recession, people spend a lot less. While this is not surprising, those findings are 

important when researching how the price of a token affects its utilisation, especially as 

there is no comparable data regarding cryptocurrencies. 

2.5.3 Expectations to the cryptocurrency market 

In a traditional market, the public spends more money when the market is doing well and 

spend less when the market is crashing. As a result of that, the expectation towards the 

cryptocurrency market are that most coins are used when the market is doing well, and 

less coins are used when the market is crashing. As the cryptocurrency market is much 

more volatile, investigating a shorter time period will suffice.  
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3 Research 

The main problem which had to be faced was that there is very little theoretical framework 

currently existing regarding cryptocurrencies and ICOs. Thus, research is vital. The other 

problem is the lack of experts in the field of blockchain and cryptocurrencies. While there 

are plenty of self-proclaimed experts, it is not an easy task to find an expert who qualifies 

as one, especially considering that cryptocurrencies have only been around for about ten 

years. 

3.1 Target of research 

The target of this research is to find out all information necessary to answer the investiga-

tive questions, which ultimately lead to answering the research question.  

 

The process of estimating a token’s value during its ICO is answered in this chapter. The 

impact of the token’s value on its use, as well as the question whether it should be pegged 

to a traditional currency, are other key outcomes of this chapter. 

 

The outcome of this research will enable the commissioning company to provide better 

consulting services to companies that intend to set up their own cryptocurrency.  

3.2 Research methods 

The chosen research methods are based on each investigative question individually. The 

target of the research is to answer the investigative questions and the research question 

mentioned below.  

 

RQ: What are the most important things a company needs to consider before and after 

conducting its ICO? 

IQ 1: How can a token’s ICO-price be determined? 

IQ 2: How does the price of a token correlate with its utilisation? 

IQ 3: Should a new token be pegged to fiat money?  

 

Both quantitative and qualitative methods are used to analyse the collected data. The 

quantitative approach served best when analysing the correlation between a cryptocur-

rency’s price and its trading volume (in numbers traded, not USD). 

The qualitative method on the other hand is used when analysing the cryptocurrency 

holder’s behaviour, which is researched by conducting a survey. The survey aims to in-
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vestigate what drives an investor’s decision to invest in a cryptocurrency. It also investi-

gates how often Bitcoin is used to pay for a product or a service and how often other cryp-

tocurrencies are used for their intended purpose. This survey was only made available to 

cryptocurrency holders. It is kept short as a long survey may bore the respondents which 

could lead to a falsified result. 

 

Both methods complement each other in the research of the other remaining questions. 

Researching the best way for a company to estimate the price of its token before the ICO 

requires both methods because not only hard numbers matter, but the situation of each 

company needs to be taken into consideration as well, especially when giving recommen-

dations to companies on how to price their token. The same applies for IQ 3; When re-

searching whether the token should be pegged to fiat money, it is important to take both 

quantitative and qualitative aspects into consideration as a pegged coin might be a great 

idea considering only quantitative factors, but on the other hand might be a bad idea if 

only considering qualitative aspects.  

 

The following figure provides a quick overview over how each investigative question was 

researched. 
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Figure 4. Research methods 

 

A relevant and trusted outcome of this thesis was anticipated throughout the writing pro-

cess. To ensure that, only trusted sources were used when writing the theory aspect, as 

well as when conducting the research.  

3.3 The correlation between price and utilisation 

The consumer spending behaviour with fiat money has been investigated in chapter 2.4. 

The research showed that consumers spend less money in times of recession than they 

do in times of expansion. But this behaviour could be entirely different with cryptocurren-

cies.  

 

It was not possible to collect data regarding the utilisation of cryptocurrencies: While the 

amount of transactions is available for most of the researched cryptocurrencies, determin-

ing which of the transactions were made as a payment is impossible. The amount of 
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transactions would also include transactions of individuals between their own wallets, 

sending to and receiving from exchange platforms, over the counter deals, and other un-

related transactions. This approach would have falsified the outcome of this research. In-

stead, researching the utilisation of the cryptocurrency was conducted comparing the daily 

price (in USD) to the daily trading volume (in amount of the corresponding cryptocur-

rency). The used price is the average daily price calculated of the daily open, close, high, 

and low price.  

 

This approach works under the assumption that a certain percentage of the purchased 

coins are used for their intended purpose. The receiving company must then sell the same 

amount in order to cover its expenses. The exact percentage is unknown and impossible 

to determine, however, as the companies sell the tokens they receive, it is to be assumed 

that the buying and selling of coins (connected to their intended purpose) account for a 

very similar percentage of the total trading volume, especially over an extended period. 

Thus, this research investigates a time span of one year (12th October 2017 until 11th Oc-

tober 2018).  

 

The number of traded cryptocurrencies was calculated by dividing the daily volume (in 

USD) by the average daily price (in USD). To conduct this research, 29 200 data entries 

have been analysed. This includes all daily prices (open, high, low, close, and the result-

ing average) and volume (in USD and number of corresponding cryptocurrency trades). 

To gain an overview, the top 11 cryptocurrencies (by market capitalization) were re-

searched – excluding the stablecoin USDT, leading to a total of 10 investigated cryptocur-

rencies.                      

 

The data used for the following charts has been taken from Coinmarketcap (Coinmar-

ketcap 2018.) This applies to all charts in this chapter.   

3.3.1 Bitcoin 

Bitcoin (BTC) is the largest cryptocurrency by market capitalization on the 11th of October 

2018 (Coinmarketcap 2018).  

After calculating the average price as mentioned above, the data was plotted on a chart. 
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Figure 5. Bitcoin price development 

 

Afterwards, the trading volume was calculated. As the trading volume in USD is not 

interesting due to the price fluctuations, the daily volume was divided by the daily average 

price to get an accurate estimation of the number of Bitcoins traded on that day. This data 

was plotted on a chart, resulting in the following chart.  

 

 

Figure 6. Bitcoin trading volume 

 

In a third step, the charts were merged. This simplifies comparing the two data sets. Using 

charts provides much better results than using a scatter plot as the trading volume often 

lags behind the price chart.   
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Figure 7. Bitcoin price compared to trading volume 

 

This chart shows that there is a correlation between price and number of Bitcoins traded. 

Between October 2017 and December 2017, the trading volume surged as did the price. 

Afterwards, both the price and the trading volume declined until February 2018, when the 

trading volume spiked. The price followed the trend but did not spike as much. However, 

after a decline in both data between march and April, both increased until May 2018, and 

afterwards both declined until June 2018. Except for a little spike in both trading volume 

and price, both have been moving sideward until October 2018. The correlation between 

the two data sets is 0.50. As the chart shows, and the correlation factor confirms, there is 

a moderate correlation between the price of the asset and the number of Bitcoins traded.  

3.3.2 Ethereum 

The second largest cryptocurrency by market capitalization on the 11th of October 2018 is 

Ethereum (ETH) (Coinmarketcap 2018). The same concept has been applied to Ethereum 

and resulted in the following chart.  
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Figure 8. Ethereum price compared to trading volume 

 

The chart shows that there is a weak correlation between the price and the number of 

Ethereum traded. Between October 2017 and January 2018, both the price and the trad-

ing volume surged and then plummeted until March 2018, where both bounced and 

reached a new lower high in May 2018. The charts correlate until the end of July 2018. 

From August on, the price further depreciates, but the number of Ethereum traded surges. 

This trend continues until October 2018. The total correlation between the two data sets is 

-0.19, a weak negative correlation. The correlation coefficient between October 2017 and 

the end of July 2018 is 0.35 (0.40 when excluding a sudden spike in volume on the 25th of 

June 2018), and -0.75 between August 2018 and October 2018. While the correlation be-

fore August seems weak, it suddenly becomes a strong negative correlation.  

 

As stated in chapter 1.1, ICOs have raised vast amounts of money since late 2017. This 

money was mostly raised in the form of Ethereum, which led to its price spike in January 

2018. ICOs often raised millions of Dollars’ worth of Ethereum. The companies behind the 

ICO have business operations to fund and are forced to liquidate their assets, which being 

Ethereum. As the Bitcoin price declined in February, so did the whole cryptocurrency mar-

ket capitalization which probably caused investors to lose interest in the field and the ICOs 

to be generally less successful. This caused the Ethereum trading volume to drop and as 

the prices were still good, companies did not have to sell as a lot of Ethereum to keep up 

their operations. However, after August, pressure seems to have become too much and 

more Ethereum was sold by the ICOs in order to cover their expenses, causing the price 

to further decline and the trading volume to increase drastically. This theory is further 

backed by a research done by Trustnodes, which revealed that ICOs did in fact sell up to 
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83’000 Ethereum a day (Trustnodes 2018). However, this theory does not account for 

most of the daily trading volume which, between August 30st and October 11th, was at an 

average of around 8 Million Ethereum traded. Thus, ICOs selling Ethereum are not the 

only reason for the price decline, but it is undoubtably one of the reasons. Despite the 

bear market cryptocurrencies are experiencing, headlines stating that ICOs are selling 

Ethereum and have much more to sell, surely lead to individual holders selling their 

Ethereum in order to avoid a loss, which led to another wave of selling as sell orders trig-

ger. This spiral accelerated, causing the trading volume to rise and the price to fall.  

 

The chart displays a clear correlation between the price and the trading volume with a cor-

relation coefficient of up to 0.40, ignoring the spike in volume on 25th of June when inter-

est in Ethereum spiked. The correlation became negative at the begin on August due to 

the aforementioned reasons. This concludes that there is a clear correlation between the 

price and the trading volume of Ethereum under normal circumstances.  

3.3.3 Ripple 

Ripple (XRP) is the third largest cryptocurrency by market capitalization on the 14th of Oc-

tober 2018 (Coinmarketcap 2018).  

Applying the same concept as above resulted in the following chart.  

 

 

Figure 9. Ripple price compared to trading volume. 

 

Ripple too shows a clear correlation between its price and the trading volume. Between 

October 2017 and December 2017, there was no correlation, but that quickly changed as 

both surged until January 2018 and then dropped until September 2018 (except for a 

short-lived rise in February 2018 and April 2018). In September, the price surged, and the 
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trading volume surged even more. This was most likely due to Ripple’s launch of the 

xRapid, a tool that allows payment providers to minimalize liquidity costs (Ripple 2018).  

 

The correlation coefficient between the two data sets is 0.24. Between the 15th December 

2017 and the 15th September 2018, the correlation coefficient is 0.43. The latter excludes 

special events and, as it was the same with Ethereum, the correlation coefficient exclud-

ing special events is much higher.  

3.3.4 Bitcoin Cash 

Bitcoin Cash (BCH) is the fourth biggest cryptocurrency by market capitalization on the 

14th of October 2018 (Coinmarketcap 2018). The cryptocurrency shows the following cor-

relation between its price and the number of BCH traded.  

 

 

Figure 10. Bitcoin cash price compared to trading volume 

 

Bitcoin Cash is showing a similar correlation between price and utilisation as the previous 

coins do. The correlation coefficient however is 0.03, indicating that there is no correlation 

between the two data sets. However, Bitcoin Cash was created on the 01 August 2017 

(Bitcoin Cash 2018). This means that the interest (and thus the trading volume) in the new 

cryptocurrency has been very volatile. This large interest also shows in the fact that the 

coin is the fourth largest cryptocurrency by market cap within such a short period. Be-

tween the 1st of December and the 11th of October, the correlation coefficient is 0.18. 

3.3.5 EOS 

EOS (EOS) is the fifth largest cryptocurrency by market capitalization on the 11th of Octo-

ber 2018 (Coinmarketcap 2018).  

 $-

 $500,00

 $1 000,00

 $1 500,00

 $2 000,00

 $2 500,00

 $3 000,00

 $3 500,00

 $4 000,00

 -

 1 000 000,00

 2 000 000,00

 3 000 000,00

 4 000 000,00

 5 000 000,00

 6 000 000,00

 7 000 000,00

O
ct

 1
2

 2
0

1
7

O
ct

 3
0

 2
0

1
7

N
o

v 
1

7
 2

0
1

7

D
ec

 0
5

 2
0

1
7

D
ec

 2
3

 2
0

1
7

Ja
n

 1
0

 2
0

1
8

Ja
n

 2
8

 2
0

1
8

Fe
b

 1
5

 2
0

1
8

M
ar

 0
5

 2
0

1
8

M
ar

 2
3

 2
0

1
8

A
p

r 
1

0
 2

0
1

8

A
p

r 
2

8
 2

0
1

8

M
ay

 1
6

 2
0

1
8

Ju
n

 0
3

 2
0

1
8

Ju
n

 2
1

 2
0

1
8

Ju
l 0

9
 2

0
1

8

Ju
l 2

7
 2

0
1

8

A
u

g 
1

4
 2

0
1

8

Se
p

 0
1

 2
0

1
8

Se
p

 1
9

 2
0

1
8

O
ct

 0
7

 2
0

1
8

Bitcoin Cash

Trading Volume Price



 

 

30 

 

Figure 11. EOS price compared to trading volume  

 

The correlation coefficient between the two data sets is 0.43. Up until the end of July, the 

correlation was 0.61. This change in correlation happened at the same time as it did for 

Ethereum. EOS offers similar functions as Ethereum and claims to provide the most pow-

erful infrastructure for decentralised applications, one of Ethereum’s main functions.  

3.3.6 Stellar 

Stellar (XLM) is the sixth largest cryptocurrency by market capitalization on the 11th of Oc-

tober 2018 (Coinmarketcap 2018).  

 

Figure 12. Stellar price compared to trading volume 

 

The correlation coefficient between the two data sets is -0.16, and the correlation between 

1st of January 2018 and 14th of October 2018 is 0.45. It seems as the correlation increased 

heavily after a period of non-correlation between October 2017 and December 2017. This 
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is the same development as Bitcoin Cash and very similar to Ripple, as all three crypto-

currencies have a higher correlation between January and October 2018 than between 

October 2017 and December 2017.  

3.3.7 Litecoin 

Litecoin (LTC) is the seventh largest cryptocurrency by market capitalization on the 11th of 

October 2018 (Coinmarketcap 2018).  

 

Figure 13. Litecoin price compared to trading volume 

 

The chart shows the same pattern as previous comparisons: There is a correlation be-

tween the price of the asset and the trading volume. The correlation coefficient is 0.17. 

Litecoin too seems to reach a higher correlation between price and trading volume if the 

data after the 31st of July is not considered. Without this data, the correlation coefficient is 

at 0.30.  

3.3.8 Cardano 

Cardano (ADA)) is the ninth largest cryptocurrency by market capitalization on the 14th of 

October 2018 (Coinmarketcap 2018).  
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Figure 14. Cardano price compared to trading volume 

 

The two data sets used have a correlation of 0.15. This is mainly caused by a few spikes 

in volume, as well as an appreciation in price which did come with a rise in trading vol-

ume. Cardano seems to have an exceptionally low correlation. 

3.3.9 Monero 

Monero (XMR) is the tenth largest cryptocurrency by market capitalization on the 11th of 

October 2018 (Coinmarketcap 2018).  

 

Figure 15. Monero price compared to trading volume 

 

The correlation coefficient is 0.27. However, excluding two spikes in trading volume (on 

the 8th and 10th of October), the correlation coefficient rises to 0.29.   

3.3.10 Tron 

Tron (TRX) is the eleventh largest cryptocurrency by market capitalization on the 11th of 

October 2018 (Coinmarketcap 2018).  

 

Figure 16. Tron price compared to trading volume 
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The correlation coefficient between the two data sets is 0.48, the second strongest corre-

lation measured. Excluding the spikes in volume on the 5th, 24th and 25th of April, the cor-

relation coefficient is at 0,54, exceeding the correlation coefficient of Bitcoin’s price and 

utilisation (0.50).  

3.3.11 Summary 

Comparing the price and the trading volume of the ten largest cryptocurrencies (excluding 

USDT) using 29 200 data entries revealed that there is in fact a correlation between the 

two. As the price of the asset declines, so does the trading volume in number of coins 

traded. The same applies when the asset depreciates in value. This does certainly not 

mean that the volume affects the price directly, it only means that there is a correlation be-

tween the two, but external factors also have a large impact on both. The average correla-

tion between price and trading volume of all the data analysed is 0.19. However, not con-

sidering special situations like the Ethereum situation after July 31st and sudden spikes in 

volume, the correlation coefficient is 0.39. Thus, it is concluded that the utilisation and the 

price of a cryptocurrency correlate moderately if special events are not taken into consid-

eration. 

 

Interestingly, the trading volume seems to change before the price does, meaning that an 

increased trading volume could lead to an increase in price. This may not apply vice 

versa. 

3.4 The three ways to price a token  

Prior to the ICO, the issuing company needs to establish a price per token. This can occur 

either in the form of fiat money or in cryptocurrency. As most new tokens are on the 

Ethereum blockchain, Ethereum is typically accepted. Bitcoin is always accepted, but fiat 

money is not as fiat payments are very slow and cause a lot of administrative expenses. 

The following four ways to price a token are based on the author’s own experience after 

investigating more than one hundred ICOs.  

 

First, the company needs to decide how much fiat money (as future expenses like salaries 

must be covered in fiat money and not crypto) it wants to raise during the ICO and how 

much of the total supply of its token it is ready to sell. After that, the company has three 

possibilities.  
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The first possibility is to simply declare the fiat price of one of their tokens. When doing 

that, the company should try to give itself a realistic evaluation; A start-up without any 

equipment, infrastructure nor experience, should not sell their tokens for 1$ each if the to-

ken has a supply of 100 million, as that would value the token at 100 Million dollars. How-

ever, as the company can decide the price of their token, such exaggerations are seen of-

ten. 

 

If the company would like to take a different approach to this issue, they can go for an-

other way of pricing by simply setting a price in Bitcoin or Ethereum. This could be for ex-

ample a price of 0.0001 BTC per token, or 0.001 ETH per token. This would require the 

company to adjust either their target funding or the number of tokens it is ready to sell dur-

ing the ICO.  

 

Companies also have a third option. This is a combination of the two previously men-

tioned methods. The company can convert its fiat money funding target into a price per to-

ken and convert this to one of the accepted cryptocurrencies. As Birdchain revealed in a 

conversation with the author, that is exactly what its developers did: They set a certain tar-

get (in fiat money), calculated how much fiat money they need per sold token, and con-

verted that to Ethereum. They expected Ethereum to be worth around 800-1000$, secur-

ing themselves against volatility in Ethereum’s value of up to 20%. (Birdchain 2018.) 

3.5 Survey: Investor behaviour 

This survey examines if the cryptocurrency market consists mainly of believers or specu-

lators. Based on the author’s personal experience, it must be assumed that long surveys 

result in the respondents being less interested in the survey. This would cause the an-

swers to be much less reliable, which must be avoided. If this survey is short, individuals 

are more likely to answer it honestly.  

3.5.1 Introduction 

This survey analysed the most important reason for an individual to invest in cryptocurren-

cies. It also shows whether the cryptocurrency consumer spending behaviour is similar to 

the traditional consumer spending behaviour. The number of spent tokens is not published 

by the issuing projects, so a survey is the only way to get a grip on the cryptocurrency 

consumer spending behaviour. The outcome of this survey will shed light upon whether 

individuals spend tokens more or less during times of expansion or recession.  

 



 

 

35 

For this survey, a non-random sampling was used as specifically individuals who are cur-

rently holding cryptocurrencies were asked to participate. Within this group, there was no 

further demarcation. The survey was published in several crypto-related Facebook 

groups, on relevant websites such as Bitcointalk, and in crypto-related Telegram chan-

nels.  

3.5.2 The survey 

The first question needs to determine why the user purchased the token.  

 

Question 1: What is your motivation when investing in a project by buying their tokens? 

A: Speculation (I hope for a good return on investment) 

B: I believe in the project and plan to use the token later for its intended purpose.  

 

Users will not find the answer “both”, as that would probably be the one chosen most of-

ten. This is to be expected as investors would not invest in a project they do not believe in, 

thus, individuals are forced to declare what mainly drove their decision.  

 

The second question is based on an imaginary scenario: After purchasing the token, its 

price increases by 50% over one week. While this number may seem outrageous to the 

average reader, this is a very realistic scenario in the crypto space. This question will test 

if individuals are likely to sell the token in times of expansion.  

 

Question 2: Scenario 1: The token you purchased gains 50% value within one week. Do 

you sell your tokens? 

A: No, because I am hoping for even bigger gains. 

B: No, because I believe in the project and plan to use the token for its intended purpose 

only. 

C: Yes.  

 

The answers to this question will help to gain further insight into the mind of an investor.   

 

The third question focuses on the opposite situation; The token’s value has decreased by 

50% within one week. This question will test the consumer spending behaviour in times of 

recession as it asks the individual whether they still intend to spend the token on its in-

tended purpose or if they rather get rid of the token. This question also examines the likeli-

ness of individuals selling during a bear market. 
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Question 3: Scenario 2: The token you purchased loses 50% value within one week. Do 

you sell your tokens? 

A: No. By doing so, I would realise a 50% loss.  

B: No. I still intend to use the token for its intended purpose and do not care about the 

short-term valuation of the token.  

C: Yes. I rather sell my tokens now and do not risk lose even more money on this project.  

 

The fourth question will examine how often cryptocurrencies are spent on their intended 

purpose. As Bitcoin is probably spent the most often, it has been excluded from this ques-

tion and instead will be investigated in question 5.  

 

Question 4: How many times per month do you spend your tokens on their intended pur-

pose (excluding Bitcoin)? Example: The BKU token is supposed to be used to buy access 

to the Blocktek University platform.  

A: 0 

B: 3 or less 

C: 7 or less 

D: 10 or less 

E: More than 10 times 

 

The fifth question is entirely dedicated to Bitcoin. The parameters are the same as in 

question 4, which makes it easier to compare the results.  

 

Question 5: How many times per month do you purchase something with Bitcoin?  

A: 0 

B: 3 or less 

C: 7 or less 

D: 10 or less 

E: More than 10 times 

3.5.3 Expectations 

The first question asks why the individual purchased the token. It is to be assumed that 

the vast majority purchased the token in hopes of a big return on their investment. 

 

The second question asks whether the individual would sell a token which has seen an in-

crease of value in a short amount of time. In order to assess this, one needs to know that 

there are mostly two types of cryptocurrency holders: Traders and so-called hodlers, a 
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term widely used to describe a person who is holding their tokens and would not sell un-

der any circumstances. They live by this principle as they strictly believe in the cause of 

cryptocurrencies and only spend the coins on their intended purpose. Note that the way of 

writing “hodler" is intentional. In fact, this grammatical mistake is what has led to the popu-

larity of the term. Thanks to a large community of hodlers, it should be expected that the 

answers to this question should be much more equally distributed than in question one, 

giving a slight edge to the second option. 

 

Question three assesses the opposite scenario; The token has lost half its value within a 

short time. The answer to this question should show a similar distribution than the an-

swers to question two. Answer C may be chosen most often.  

 

The answer options for the fourth question tell much about the expected numbers. The 

question “how often do you spend your tokens on their intended purpose” is very relevant, 

and, judging by the current stage of cryptocurrencies, the answer choices are between 

zero and more than ten times per month. There is no need for a specific number above 

ten times, as it is to be assumed that individuals spending tokens on their intended pur-

pose over ten times a month are a minority.  

 

The same applies to the fifth question, which assesses how often individuals pay with 

Bitcoin. Both questions reflect the early stage of cryptocurrencies in general as well as 

their currently very limited real-life application. Answer choice A and B may very well be 

the most used answers for both questions. 

3.5.4 Results 

In total, 215 individuals responded to the survey.  

 

The first question was: What is your motivation when investing in a project by buying their 

tokens? 

 

The question was answered as follows.  

 

Figure 17. The main reason for investing in cryptocurrencies 
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While 144 individuals speculate, the belief in the projects only drove the decision of 71 in-

dividuals. 

 

The second question was: Scenario 1: The price of the tokens you purchased goes up 

50% within one week. Do you sell your tokens? 

 

The question was answered as follows.  

 

Figure 18. Scenario 1 

  

127 individuals would not sell the tokens if they appreciated 50% in value. However, only 

79 base their decision on belief in the project and still plan to use the token for its intended 

use. 48 individuals would not sell their tokens as they hope for bigger gains. 88 individuals 

chose to take profits and would sell their tokens. 

 

The third question was: Scenario 2: The price of the tokens you purchased goes down 

50% within one week. Do you sell your tokens? 

 

The question was answered as follows.  

 

Figure 19. Scenario 2 
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107 individuals chose to not sell their tokens as they would not want to realise a 50% loss. 

They are willing to take a risk of the token losing more of its value as the hope for an ap-

preciation in value outweighs their fear of further depreciation. Another 79 individuals 

chose to neither sell their tokens, but because they believe in the project and are not wor-

ried about its short-term valuation. They intend to use the token for its intended purpose. 

29 individuals would sell their tokens and realise a 50% loss.  

 

The fourth question was: How many times per month do you spend your tokens on their 

intended purpose (excluding Bitcoin)? Example: BKU is supposed to be used to buy ac-

cess to the Blocktek University platform. 

 

The question was answered as follows.

 

Figure 20. How tokens are used for their intended purpose 

 

An overwhelming 133 out of 215 individuals do not use a token for its intended purpose, 

76 individuals do so 3 times or less per month, 5 individuals do so seven times or less, 

one individual does so ten times or less, and no one uses a token for its intended purpose 

more than 10 times per month.  

 

The fifth question was: How many times per month do you purchase something with 

Bitcoin? 

 

The question was answered as follows.  
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Figure 21. How often Bitcoin is used as a payment method 

 

With 120 individuals choosing the first option, an overwhelming majority of respondents 

does not use Bitcoin as payment method. 76 individuals purchase something with Bitcoin 

at least 1 to 3 times per month. 10 individuals do so 7 or less times per month. 6 individu-

als use Bitcoin as a payment method 10 or less times, or more than 10 times, each.  

3.5.5 Discussion 

The answers to the first question reveal that 67.0% (a bit over two third) of people who in-

vested in cryptocurrencies did so out of pure speculation. This does not mean that the re-

maining 33.0% do not speculate, but their decision was mainly motivated by their belief in 

the project. The second question shows a similar pattern: In case of a 50% depreciation of 

a token’s value, only 36.7% would keep the token because of their belief in the project. 

The remaining 63.3% base their decision on financial motives. The exact same numbers 

were achieved in question number three, which assumes that the token appreciates in 

value by 50%. This is surprising and implies that the same individuals who already 

showed their belief in projects in the previous question continue to do so even if the token 

appreciates in value. It seems as roughly one third of cryptocurrency investors are not af-

fected by the value of the tokens they own and are true believers in the success of their 

chosen cryptocurrency. The other two thirds of investors seem to be speculators. This 

confirms what has already been shown in question one.  

 

Questions four and five show how rarely cryptocurrencies are used for their intended pur-

pose. 61.9% replied that they never use tokens for their intended purpose, and another 

35.3% do so between one and three times a month. This concludes that an overwhelming 

97.2% do not use tokens for their intended purpose more than three times a month. 2.8% 

do so between four and ten times per month, and 0% more than ten times. The number of 

individuals who use Bitcoin as a payment method is a bit higher as 4.65% use it between 

four and seven times and 2.79% use it between eight and ten times a month. Another 
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2.79% use it over ten times a month, while 35.35% use it one to three times a month and 

55.81% do not use Bitcoin as a payment option. 

3.5.6 Conclusion 

Overall, this survey confirms the immaturity of cryptocurrencies.  

 

For most of the respondents, a potential financial gain was the main motivation to invest in 

a cryptocurrency. Only a small fraction buys cryptocurrency with the main motivation of 

using them on their intended purpose. This does not mean that the individuals mainly in-

terested in a financial profit do not believe in cryptocurrencies, but it does mean that the 

financial gain is more important.  

 

Furthermore, the results indicate that Bitcoin and other cryptocurrencies are scarcely used 

as a payment method. 

3.6 Conversations with developers 

Developers may contribute substantially to this research as they are the individuals who 

create new cryptocurrencies.  

3.6.1 Introduction  

A short conversation was held with ten cryptocurrency developers who have been part of 

the development, distribution and implementation of a cryptocurrency. Those conversa-

tions investigated how many of these developers seriously considered pegging their token 

to fiat money and if so, why. It also investigates whether the token was ultimately pegged 

to fiat money and if not, what changed the developers’ mind. The most important outcome 

are the reasons behind the decisions, which should reveal advantages and disadvantages 

of stablecoins.  

 

Ten developers have been discussed with. Upon their wish, they were promised to stay 

anonymous and the participating projects may not be mentioned in this thesis. However, it 

may be revealed that the market capitalization of any of the cryptocurrencies developed 

by the interviewees does not exceed $10 Million in November 2018. The conversations 

were kept very short in order to keep the conversations relevant.  

3.6.2 Planning the conversations 

The first part of the conversation had to determine if the developer ever seriously consid-

ered pegging his token to fiat money and whether an ICO was conducted. The question 
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shall include the word “seriously” as the conversations does not seek answers to a simple 

thought of consideration, but instead wants to find the reason behind a serious considera-

tion of a pegged token. The conversation must then investigate why pegging the token 

was or was not seriously considered in order to reveal advantages and disadvantages of 

stablecoins in a real-life situation. Additionally, it is interesting to know if the token was ulti-

mately pegged to fiat money and, if not, what changed the mind of the developers who an-

swered that they did seriously consider pegging the token. The developers have also 

been asked how they priced their token for the ICO in case they did not peg it to fiat 

money. They were presented the following five options: 

 

A: We established a funding target in fiat money, divided this by the number of tokens al-

located to the ICO and converted this fiat value per token to BTC, ETH, and/or another 

cryptocurrency. 

B: We established a funding target in fiat money, priced the token at an appealing fiat 

money price (for example 0.10$ or 1$), and converted this to BTC, ETH and/or another 

cryptocurrency. 

C: We established a funding target in fiat money, priced the token at an appealing crypto-

currency price (for example 0.001 BTC or 0.01 ETH), and adjusted the number of tokens 

allocated to the ICO. 

D: We did not conduct an ICO. 

E: None of the above? Please briefly explain how you did it. 

3.6.3 Expectations 

Hopefully, those conversations point out the advantages and disadvantages of ICOs and 

stablecoins from a developer’s point of view. It must be assumed that the developers were 

not interested in developing a stablecoin and it would be surprising if any of the ten inter-

viewed developers would reveal that they developed and implemented a stablecoin. It is 

also expected that the reason to conduct an ICO is that the company wanted to collect 

funds, and if they chose not to conduct an ICO it may be due to the unclear legal situation.  

3.6.4 Results 

In order to keep the content of this chapter relevant, each conversation is summarized.  

 

Conversation 1. This conversation was held on the 01 November 2018 on the platform 

Telegram.  

The project represented by this developer did not conduct an ICO as the legal situation is 

very unclear and the company does not want to face legal consequences in the future. 
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The developer never considered pegging the token to fiat money. The developer believes 

that cryptocurrencies should never be pegged to fiat money. While he admits that pegged 

tokens may have the advantage of not being volatile, he states that pegging a token to fiat 

money is not worth the effort. As the company still wanted its own token, it now uses an 

unpegged token. 

 

Conversation 2. This conversation was held on the 06 November 2018 on the platform 

Telegram. 

No ICO was conducted because the company did not have the funds to advertise a poten-

tial ICO well enough, and as the cryptocurrency market is in a bear market, the company 

did not expect a lot of investors. This developer did not consider pegging the token to fiat 

money as that would not be interesting for potential investors. The company expects that 

most investors purchase a token because they expect a return on their investment in fiat 

value and not because they intend to use the token to gain access to the company’s plat-

form. Thus, the token is not pegged to fiat money. The developer did not see any ad-

vantage of a stablecoin except for the obvious. Instead, the developer also pointed out 

that unpegged tokens are the norm.  

 

Conversation 3. This conversation was held on the 06 November 2018 on the platform 

Telegram. 

This company conducted an ICO. While it did not reach its target, enough funds were 

raised to fund business operations. The company held an ICO because it saw it as the 

easiest way to raise funds. The uncertain legal situation did not affect the decision as the 

ICO was supervised by a lawyer. The developer did not peg the token to fiat money as 

that would have led to problems in the ICO: The only way to convince an investor to pur-

chase the token would have been by offering a bonus. As the token would, in that case, 

never increase in value, it is expected that the tokens are sold right after the ICO. The to-

ken was priced as described in answer choice C: The funding target was defined in fiat 

money. Each token was priced at 0.001 ETH and the corresponding number of tokens 

was then allocated to the ICO. A 15% bonus was offered during the pre-ICO.  

 

Conversation 4. This conversation was held on the 08 November 2018 on the platform 

Telegram. 

Just like in the previous case, this developer told that the company conducted an ICO due 

to the same reasons. Furthermore, this developer neither considered pegging the token to 

fiat money as that did not even come to his mind. The token was priced as described in 
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answer choice B: The company established a funding target in fiat money, priced the to-

ken at an appealing fiat money price (in this case 0.10$), and converted this to BTC and 

ETH. 

 

Conversation 5. This conversation was held on the 08 November 2018 on the platform 

Telegram. 

This company did conduct an ICO. However, that was a close decision: The unstable le-

gal situation almost outweighed the advantage of being able to raise funds quickly. Sur-

prisingly, this developer did consider pegging the token to fiat money to eliminate volatility. 

The company considered offering a 10% bonus in the ICO, but after conducting a survey 

among cryptocurrency investors, the company realised that a 10% ROI would not be 

enough for an investor and decided not to peg the token. Ultimately, the token was priced 

as described in answer choice A.  

 

Conversation 6. This conversation was held on the 13 November 2018 on the platform 

Telegram. 

No ICO was conducted due to the heavy competition. The company decided that it does 

not have enough money to fund an advertising campaign. The developer did not consider 

pegging to token to fiat money. The reason for that is that stablecoins are, in the devel-

oper’s perception, not interesting to investors and maintaining the peg is too difficult. The 

company briefly thought about selling and buying a potential stablecoin itself as to keep it 

pegged to a certain fiat value, but that idea was discarded as that would have been too 

complicated.  

 

Conversation 7. This conversation was held on the 18 November 2018 on the platform 

Telegram. 

A successful ICO was conducted. The easy way of funding a company was the reason 

why the ICO was conducted and the company is not afraid of any legal consequences as 

it complied to the law according to its best knowledge. The developer did not consider 

pegging the token to fiat money because no other projects do so. The token was priced as 

described in answer choice B: After establishing a funding target in fiat money, each token 

was priced at an appealing fiat money value, in this case 0.01$. Then, this was converted 

to BTC, ETH and LTC and recalculated daily. The company chose this method to protect 

itself against a potential drop in the coins’ value. 

 

Conversation 8. This conversation was held on the 23 November 2018 on the platform 

Telegram. 
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An ICO was conducted. The company is not worried about legal consequences and be-

lieves that there are not going to be any, despite not having a lawyer audit the ICO. The 

company’s motivation was to collect funds easily. The token was not pegged to fiat money 

as that is, according to the developer, not industry standard and confusing to the inves-

tors. Pegging the token was not even considered. The token was priced as described in 

answer choice B.  

 

Conversation 9. This conversation was held on the 23 November 2018 on the platform 

Telegram. 

This developer chose to conduct an ICO as well. The ICO was conducted in February 

2018, when individuals still invested more money in ICOs and the legal situation was still 

more unclear, but at the same time less threatening, than today. The ICO was conducted 

to raise funds. The developer did consider pegging the token, but ultimately chose not to 

do so. A stablecoin would have one big disadvantage: The company itself would have to 

sell and buy the token, else it would lose its peg or then it would require a complicated 

and expensive mechanism to keep the peg, like DAI. Thus, the token remained unpegged 

and was priced according to the option presented in choice B. Additionally, the company 

offered a 10% bonus on each token purchased during the pre-ICO.  

 

Conversation 10. This conversation was held on the 28 November 2018 on the platform 

Telegram. 

An ICO was conducted and ended in the first week of November 2018. Due to the ongo-

ing bear market it has not been successful, and the company is considering conducting 

another ICO in 2019. The developers never considered pegging the token to fiat money 

as that would have complicated the ICO as the company would have had to offer a good 

bonus to attract investors. The company did not choose this because they expected peo-

ple to sell as soon as they receive the tokens. The did consider distributing the tokens 

over a period of two years to avoid too many people selling but have ultimately decided 

not to peg the token as it seemed like the easier way. The token was priced as described 

in answer option B.  

3.6.5 Discussion 

Those ten discussions revealed that developers are not interested in pegging their token 

to fiat money. This is perfectly supported by the fact that, during the research, most of the 

investigated new cryptocurrencies are not pegged to fiat money. Despite the advantages 

of a pegged token, a volatile cryptocurrency is preferred by most developers as it is seen 

as a better investment opportunity than a stablecoin, and because it is the industry stand-

ard. This result is not surprising. 
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The conversations also showed that tokens are priced in different ways. The most men-

tioned way to price a token was answer choice B: Establishing a funding target in fiat 

money and allocating a number of tokens to the ICO that is based on the goal of reaching 

an even fiat money price per token. This fiat price is then converted into BTC, ETH and 

other cryptocurrencies the company intends to accept in the ICO. This makes sense from 

a company’s perspective. The company has a clear funding target in fiat money, which 

helps them to cover all expenses such as salaries and marketing costs.   

3.7 Pegged cryptocurrencies 

The theory of stablecoins in chapter 2.2 introduced the most important stablecoins: USDT, 

TUSD, and DAI. This chapter researches the advantages and disadvantages of stable-

coins, and under which circumstances a stablecoin makes sense. Ultimately, this chapter 

answers the question whether the company should peg their token to fiat money or not, 

also taking the survey in chapter 3.5 and the conversations in chapter 3.6 into considera-

tion. 

3.7.1 Advantages and disadvantages of offering a stablecoin payment option 

Assuming a company is selling a product for 20$ and the customer would like to pay using 

a cryptocurrency like Bitcoin. At the time of receiving the payment, the Dollar value of the 

used cryptocurrency could have depreciated, directly affecting the Dollar value of the pay-

ment. While the company can set the price of the product in fiat money, it has no control 

over the amount of fiat money it receives after selling the Bitcoins. On the day after the 

purchase, the 20$ payment could be worth 16$, or it could be 24$. Large market move-

ments of 10% or more often happen within minutes. As a company must cover its ex-

penses (such as purchasing, insurance, salaries) in fiat money, it may not be in its interest 

to accept a volatile cryptocurrency as a payment method. However, a company might still 

be interested in providing a cryptocurrency payment option as the advantages of crypto-

currencies defined in chapter 1.1 may outweigh the disadvantages. Implementing a sta-

blecoin as payment method unites the advantages of both cryptocurrencies and fiat 

money as they are not as volatile as Bitcoin and other cryptocurrencies, but at the same 

time offer fast and secure transactions with a low transaction fee. Clearly, this is a major 

advantage of a stablecoin payment option.  

 

As stated in chapter 2.2.2, despite its advantages, companies typically do not offer a sta-

blecoin payment option. Stablecoins also have another big disadvantage. Converting a 

stablecoin into fiat money is a slow procedure. TUSD and USDT need to be cashed out 
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via their institutions and DAI can only be sold for another cryptocurrency. Bitcoin, 

Ethereum, Litecoin and a couple of other large cryptocurrencies can be converted into fiat 

money quicker. A common way to cash out Bitcoin is by selling it on Coinbase, a large 

cryptocurrency exchange. After selling on Coinbase, the fiat money can be withdrawn to a 

bank account for a small fee. This process is much simpler than cashing out a stablecoin 

and is probably one of the reasons why companies prefer a Bitcoin payment option. 

 

The ten conversations conducted in chapter 3.6 also provide interesting insight in the 

mind of a cryptocurrency developer. None of the interviewed developers ended up imple-

menting a stablecoin due to the following disadvantages: 

- It is not industry standard. 
- It is difficult to maintain the peg if the token is trading on an exchange. 
- A stablecoin is uninteresting to investors as shown in chapter 3.5. 
- It is risky to maintain the peg by buying and selling the tokens only on the company’s 

platform due to: 
o Laws and regulations 
o Liquidity 
o Risk of mass-withdrawing of funds. 

 

Those disadvantages shed serious doubt upon the assumption that a stablecoin is a good 

option for companies to implement as a payment option.  

3.7.2 Introducing a stablecoin with and without ICO 

While using a pegged token eliminates the negative sides of volatility, it does have disad-

vantages. The table below compares a pegged token to a non-pegged token as well as 

both tokens in an ICO. 

 

Table 4. Pegged tokens vs. non-pegged tokens 

Pegged token vs. 
non-pegged token 

Own pegged to-
ken & ICO 

Own non-pegged 
token & ICO 

Own pegged to-
ken & no ICO 

Own non-pegged 
token & no ICO 

Return on  
Investment for In-

vestors 

Tends to be low 
but possible in 

form of a bonus in 
the ICO 

Tends to be high Non-existent Tends to be high 

Difficulty to  
Implement and 

maintain 
High Low High Low 

Potential to harm 
further operations 

High Low High Low 
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Chance to raise 
capital 

Yes Yes No No 

 

This table shows that a non-pegged token in combination with an ICO is the best option if 

the company looks to raise funds. An own pegged token does always bear the risk of af-

fecting future operations if it is sold and bought by the company, as customers could 

mass-convert their tokens back to fiat money, which would most likely lead to a problem-

atic financial situation.  

 

Additionally, a stablecoin is difficult to implement and tends to be uninteresting for inves-

tors. Funds can only be collected by conducting an ICO, but an ICO with a pegged token 

will not be successful. An unpegged token on the other hand is interesting for investors, 

not difficult to implement and does not harm future operations. It is also possible to collect 

funds via an ICO.  
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4 Discussion 

4.1 How can a token’s ICO price be determined? 

The conversations with various developers in chapter 3.6 revealed the preferred way of 

pricing a token. The following figure describes the process and provides an example. 

 

 

Figure 22. How to price a token for an ICO 

 

Establishing a fiat money funding target should be the first step of any ICO as expenses 

need to be covered in fiat money as well. As most of the investors hope to see a profit in 

fiat money, as shown in the survey in chapter 3.5, displaying a fiat price for each token is 

the best choice as it appeals to an investor’s goal of yielding profit (in fiat money). The 

only downside to this way of pricing are the exchange rate fluctuations. However, the 

company can simply freeze a certain price either at the begin of the ICO (not recom-

mended unless the funding target is expected to be reached within a few hours) or at the 

time the payment arrives. Alternatively, the prices can be updated hourly or in other inter-

vals the company deems appropriate. This extra step should pay off by the positive effects 

of displaying the token prices in fiat money.  

Hence, this is the most efficient and most promising way of pricing a token.   
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4.2 How does the price of a token correlate with its utilisation? 

The second investigative question analysed the correlation between the price of a crypto-

currency and its utilisation. This question is important because the outcome will support 

companies in their sales forecasting. A lot of other factors are vital to forecasting as well, 

but the outcome of this research will affect the forecasting directly.  

 

For the cryptocurrency to be used for its intended purpose, it must be purchased first. As 

the company or institution receives payments in the form of said currency, it needs to liqui-

date the received cryptocurrency to cover expenses. Thus, the amount of the cryptocur-

rency purchased and sold connected to its intended use must be about equal over a 

longer time frame. Most of the trading volume is not related to the cryptocurrency being 

used for its intended purpose, but rather to speculation, as shown in the survey in chapter 

3.5. However, this does not matter: If 5%, 10%, or 20% of the trading volume is related to 

a currency’s intended use, it will still lead to the same correlation between its price and the 

trading volume.  

 

As the research in chapter 3.4 has shown, there is a clear correlation between the price of 

a cryptocurrency and its trading volume. As a result, there must be a correlation between 

a cryptocurrency’s price and its utilisation. There are some cases in which other factors 

have led to a price in volume while the price did not spike. 

 

The research question can be answered: If the USD value of a cryptocurrency decreases, 

so does its utilisation. If the USD value of a cryptocurrency increases, so does its utilisa-

tion. This can be influenced by external factors in special cases.  

A company should closely monitor the interest in its token as a dwindling interest may 

lead to a depreciation in the currency’s price.  

4.3 Should a new token be pegged to fiat money? 

While both unpegged tokens and stablecoins have their advantages and disadvantages 

as shown in the theoretical aspect and in the research, this question needs to be ap-

proached from a company’s point of view.  

 

Scenario 1: The company wants its token to be a stablecoin. The only advantage of offer-

ing a pegged token in an ICO is the chance to raise capital, but the potential to harm fur-

ther operations is very high as investors will be looking to sell their tokens for a profit as 

soon as they receive them. The token would not be trading on an exchange platform as 
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maintaining a constant fiat money value is difficult (example: DAI in chapter 2.2.1) and re-

quires a high trading volume. Thus, the company itself would have to be the institution that 

sells and buys the tokens. Assuming the company does that, it has no control over when 

people would like to sell their tokens. The company could suddenly be forced to pay out 

more fiat money than it owns, and that could threaten the company’s survival. If the com-

pany would not buy the tokens back, people would not be interested in purchasing them 

either, unless they have a clear intention to purchase the company’s products or services. 

This is a big problem and there are only two ways to avoid this: The company either ca 

not offer a bonus in the ICO as people would sell their bonus, but no investor would invest 

in a stablecoin without a bonus. Or, it cannot offer the option to buy the tokens back, but 

then again, interest in the token would not be very high. Those are both bad options and a 

stablecoin does not seem like the right decision.  

 

Scenario 2: The company wants its token to be a stablecoin. It does not plan to raise capi-

tal, and thus no ICO will be conducted. The token cannot be listed on a third-party ex-

change as that would unpeg the token as mentioned above. This option ultimately leads to 

the same issue: The company should not offer the option to buy back the tokens, meaning 

the buyer cannot sell them for fiat money. Again, this is not a good solution. 

 

The survey in chapter 3.5 shows that 67% of investors speculate, meaning those inves-

tors would not be interested in purchasing a pegged token. Additionally, the survey also 

shows that 97.2% of cryptocurrency holders use a token for its intended purpose less than 

four times a month. This means that a company’s own stablecoin may not only be a threat 

to the company’s future operations as outlined above but would also not raise any aware-

ness as at least 67% of the potential investors would not be interested in investing in a 

stablecoin. Additionally, the conversations referred to in chapter 3.6 clearly show that de-

velopers are not interested in creating a pegged token either. 

 

Creating an unpegged cryptocurrency allows a company to raise funds. After the ICO, the 

company has its funds and the price development of the token is more of an investor’s 

concern. If the price appreciates in value, the company can still sell the tokens it decided 

to keep for itself, and if the price depreciates, it does not affect the company’s operations 

as the prices of their product or service can be adjusted. Because volatile tokens are 

traded on third party exchanges, the company never needs to buy its tokens back. If the 

company would like to implement a stablecoin payment option, it should accept one of the 

existing stablecoins. In this case DAI should be preferred. Implementing a DAI payment 

option would add trading volume and thus support DAI at being constantly at a value of 

1$. The biggest advantage is that the company is then able to sell their products for the 



 

 

52 

fiat value they want, while being able to accept a cryptocurrency payment option with all 

its advantages. 

 

However, Bitcoin is the most commonly known cryptocurrency and according to Block-

chain.com, a platform which provides reliable blockchain information, there are over 28.6 

million Bitcoin wallets existing in October 2018. While this number does not represent the 

total number of individual Bitcoin wallets, around 600,000 wallets are active each day. 

(Blockchain 2018.)  

Thus, if the company does not need its own cryptocurrency, it is best to accept Bitcoin.  

 

If the company wants to implement its own cryptocurrency as a payment option, the token 

should not be pegged to fiat money. 

4.4 Conclusion 

The first research question focused on how a company can price its token for the ICO. 

This is still a new process and traditional methods of pricing have not established them-

selves. The tokens are not priced based to the issuing company’s valuation, they are 

priced based on the company’s funding target. The ICOs are often enough successful and 

start-ups were able to raise millions within hours in mid to late 2017 (EY 2018, 8), so com-

panies were never forced to price their tokens at reasonable prices. As cryptocurrencies 

mature, institutional investors might be interested in investing in ICOs, which will probably 

change the way tokens are priced. However, until then, pricing a new token according to 

the method stated in chapter 4.1 is the best choice.  

 

After the ICO, the tokens are sent out and trading begins. The company is now relying on 

its own token being used to purchase its products and services. As the entire cryptocur-

rency industry is extremely volatile, so is the company’s revenue if it accepts its own to-

ken. However, the costs of running the company are not. The second investigative ques-

tion prepares companies for the volatility in their income. As the interest in a cryptocur-

rency fades (measured by its trading volume), the company’s revenue decreases. The 

trading volume thus serves as an indicator of the company’s revenue. This knowledge is 

especially important if the whole market tanks, but the company’s revenue does not. Lat-

est then, the company must expect an according decrease in revenue. 

 

Some companies want to avoid volatility by creating a pegged token. The result of the 

third investigative question revealed that this is not a good idea. Not only because a 

pegged token makes an ICO unprofitable, but also because the interested in a new sta-

blecoin would be extremely low. Additionally, maintaining the peg is very complex and 
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simply not worth the effort. If a company wants to avoid the volatility, it should accept an-

other stablecoin instead. 

 

This thesis has shown that cryptocurrencies are far from mass adoption. As long as cryp-

tocurrency holders do not even plan to use the tokens they buy for their intended purpose, 

the industry cannot evolve. Instead of hundreds of new tokens every year, developing a 

few tokens with a greater benefit than only serving as a payment option for the issuing 

company’s products and services, may be better for the evolution of cryptocurrencies.  

4.5 Ethical viewpoints 

The research was conducted in an ethical way. Every respondent of the survey and every 

discussion partner was aware that their replies are published in this thesis. The anonymity 

of contributors who wished to remain anonymous has been preserved. No wrongful ac-

tions have been committed throughout the writing process.  

 

Cryptocurrencies, in combination with the blockchain technology, can be used to fight cor-

ruption as all transactions and account balances are accessible to the public. They can 

also be used to provide the 1.7 billion people, who currently do not own a bank account, 

with a way to pay their bills or send money to their peers (The World Bank 2018). The au-

thor believes that the social advantages of cryptocurrencies outweigh the disadvantages 

(abusing the semi-anonymous nature of cryptocurrencies) by far.  

4.6 Trustworthiness of the results 

The research was conducted using only reliable sources. A large part of the information 

used in this thesis was gained directly from experts in the form of conversations, or from 

cryptocurrency holders by conducting a survey. A small portion of information was taken 

from books. Most of the remaining information used was collected from dedicated and 

widely trusted websites as books simply could not keep up with the rapid developments in 

the cryptocurrency field. Relying on books would have been a calamitous mistake and 

would have endangered the trustworthiness of the entire research. Hence, the only infor-

mation taken from books were about the basics of ICOs, cryptocurrencies and the block-

chain.  

4.7 Development ideas and further research 

Cryptocurrencies are an extremely controversial field. While some say cryptocurrencies 

are worthless and unnecessary, others expect a mass adoption of cryptocurrencies that 

would make banks obsolete. Between those two extremes is the probably most realistic 
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group of people who know that cryptocurrencies might not make banks obsolete in the 

close future but see the advantages cryptocurrencies offer businesses and individuals 

worldwide. However, the public usually agrees on one thing: Regardless of the future of 

cryptocurrencies, the blockchain technology is here to stay. The technology itself can 

make the lives of millions of people easier by applying it in logistics and elections.  

 

I personally believe that cryptocurrencies have not reached their peak. Today there are 

several thousand cryptocurrencies. I estimate that there are about 2500 cryptocurrencies 

in November 2018. Some of those cryptocurrencies hold an advantage over others (like 

faster transactions), but a lot of those currencies have absolutely no advantage. All those 

currencies are only accepted by the issuing company and can typically be used to buy its 

services or products. This leads to an oversaturated market which is why I expect a lot of 

cryptocurrencies to go extinct within the next few years, leaving only a couple of surviving 

coins and tokens with a real-life application. Until then, ICOs will remain profitable – at 

least for the conducting company.  

 

Already now the market can be described as oversaturated, especially regarding stable-

coins. As mentioned, if a company wants to issue their own cryptocurrency, it should not 

be a stablecoin. After the cryptocurrency extinction I mentioned before, I believe we will be 

left with only one stablecoin for each fiat currency. And that may very well be one issued 

by the national banks, and not a stablecoin we know today. This would not be a real cryp-

tocurrency as it is not decentralized, but neither are a lot of today’s cryptocurrencies. Gov-

ernments might be especially interested in issuing a cryptocurrency as that would allow 

them to track every transaction. Further research is needed to see how likely this scenario 

is and how such a currency could be developed and implemented in terms of security, 

feasibility and ethics.  

4.8 Evaluation of the thesis process 

Writing this thesis has been a true learning experience for me. It was always clear to me 

that I would write my thesis about cryptocurrencies as I have been part of the cryptocur-

rency community since 2015. The fact that there is not a lot of theory about cryptocurren-

cies and their impact on modern businesses was an extra motivation for me and encour-

aged me to contribute by adding my own findings. I enjoyed researching a topic which has 

not yet been previously researched. This thesis does not revolve around challenges and 

problems the majority of businesses are typically facing today, it revolves around issues 

businesses might have to face in the future.  
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During the process of writing this thesis, I was challenged many times and often found 

myself in a situation where I could not rely on any existing model or theory framework. I 

was forced to do extensive research in order to know how to proceed with my thesis. As a 

result, I did not only learn a lot about the topics I covered in this thesis, but also about re-

lated topics.  

 

In the future I intend to work with cryptocurrencies. I would like to help a company set up 

and operate its own cryptocurrency. By writing this thesis, I hope to demonstrate that I 

have a good understanding of cryptocurrencies as well as the required experience, per-

sonal interest and motivation for a cryptocurrency-related job.  
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