
Accepted Manuscript

Bitcoin is not the New Gold – A comparison of volatility,
correlation, and portfolio performance

Tony Klein, Hien Pham Thu, Thomas Walther

PII: S1057-5219(18)30187-X
DOI: doi:10.1016/j.irfa.2018.07.010
Reference: FINANA 1233

To appear in: International Review of Financial Analysis

Received date: 20 March 2018
Revised date: 21 May 2018
Accepted date: 3 July 2018

Please cite this article as: Tony Klein, Hien Pham Thu, Thomas Walther , Bitcoin is not
the New Gold – A comparison of volatility, correlation, and portfolio performance. Finana
(2018), doi:10.1016/j.irfa.2018.07.010

This is a PDF file of an unedited manuscript that has been accepted for publication. As
a service to our customers we are providing this early version of the manuscript. The
manuscript will undergo copyediting, typesetting, and review of the resulting proof before
it is published in its final form. Please note that during the production process errors may
be discovered which could affect the content, and all legal disclaimers that apply to the
journal pertain.

https://doi.org/10.1016/j.irfa.2018.07.010
https://doi.org/10.1016/j.irfa.2018.07.010


AC
C

EP
TE

D
 M

AN
U

SC
R

IP
T

Bitcoin is not the New Gold – A Comparison of Volatility,

Correlation, and Portfolio PerformanceI

Tony Kleina,b,∗, Hien Pham Thuc, Thomas Walthera,d

aFaculty of Business and Economics, Technische Universität Dresden, Germany
bQueen’s Management School, Queen’s University Belfast, UK

cSchool of Business and Economics, Humboldt-Universität zu Berlin, Germany
dInstitute for Operations Research and Computational Finance, University of St. Gallen, Switzerland

Abstract

Cryptocurrencies such as Bitcoin are establishing themselves as an investment asset and

are often named the New Gold. This study, however, shows that the two assets could

barely be more different. Firstly, we analyze and compare conditional variance proper-

ties of Bitcoin and Gold as well as other assets and find differences in their structure.

Secondly, we implement a BEKK-GARCH model to estimate time-varying conditional

correlations. Gold plays an important role in financial markets with flight-to-quality in

times of market distress. Our results show that Bitcoin behaves as the exact opposite

and it positively correlates with downward markets. Lastly, we analyze the properties of

Bitcoin as portfolio component and find no evidence for stable hedging capabilities. We

conclude that Bitcoin and Gold feature fundamentally different properties as assets and

linkages to equity markets. Our results hold for the broad cryptocurrency index CRIX. As

of now, Bitcoin does not reflect any distinctive properties of Gold other than asymmetric

response in variance.
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1. Introduction

The popularity of cryptocurrencies has risen significantly since Nakamoto (2008) in-

troduced the concept of Bitcoin. Cryptocurrencies embody innovative technology, high-

security architecture, prosperity in functionalities, and investment opportunity as an as-

set whats makes them attractive for computer scientists, venture capitalists as well as

investors. However, the decentralization and unregulated markets add an additional layer

of uncertainty to its pricing and projection of application. Examples are the closures
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