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Why is Bitcoin Gaining This Much Traction?  

To answer this, we need to go back to basics and explore what money is, how money has evolved and how Bitcoin stacks up 

against other forms of money. Money has three functions: 

 

1. Store of Value – This refers to the shelf life of an asset to maintain its value rather than decay or loose it over time.  

2. Unit of Account – A measurement of value; used to make calculations. 

3. Medium of Exchange – Widely accepted as a form of payment. 

 

Money, A History  

Out of the inefficient barter trading system was born the commodity trading system, where items such as wheat, grain, salt, 

and cowry shells were used as a form of money. This evolved to a point where minted coins were being used. Gold became 

very popular and so, brought forth the gold standard. Rather than clunking heavy gold around, promissory notes were used 

for transactions, which later became ‘paper money’, convertible to gold. The Bretton Woods System pegged world currencies 

to the Dollar, and the Dollar pegged to gold. In 1971, President Nixon cancelled the gold standard, which meant that Dollars 

would no longer be backed by gold. And thus, modern-day fiat money was born.  

 

In late 2008, a cryptography blog released a paper detailing a new monetary system called Bitcoin. Bitcoin is a digital currency 

with no central issuer; instead of banks recording transactions in central ledgers, transactions are recorded in a distributed 

ledger by users of the network called miners. This distributed ledger system is known as the blockchain. Let’s compare the 

currencies of the past, present and possibly the future, namely gold, fiat money and Bitcoin. 

 

Verifiable 

Gold can be melted and combined with other metals, unbeknownst to the man on the street. Though it is very difficult, fiat 

money can be counterfeited. Bitcoin trades on a transparent public ledger and transactions’ origins can be verified. 

 

Fungible 

Fungibility is the property that individual units are mutually interchangeable. One ounce of gold is equal to another ounce of 

gold, generally speaking. Fiat money is also highly fungible as one R20 note is equal to any other R20 note. Bitcoin, alike, is 

highly fungible, as one fraction of a Bitcoin is exactly equal to another fraction of a Bitcoin of the same size. 
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Portable 

Transferring gold from point A to point B is most certainly challenging. Fiat money has a high portability with EFTs. Bitcoin 

can be sent anywhere in the world where there is an internet connection, within a couple of minutes. Bitcoin scales especially 

well with large sums. 

 

Durable 

Gold has a high durability, as it does not degrade over time. Fiat, on the other hand, loses value over time due to wear & tear 

and purchasing power erosion (because of money printing and inflation). Bitcoin, by design, is deflationary, as the mining of 

Bitcoin becomes less and less every four years. However, the cold storage mediums, where Bitcoins are saved, carry the risk 

of breakage. In addition, there is a risk that technology will advance and the old mediums, such as flash drives, may no longer 

be operable by computers of the time. However unlikely that may be, it still remains a risk to consider.   

 

Divisible 

It is difficult to subdivide gold. One needs to melt a gold bar down and mint it to produce coins or smaller quantities. With 

the rise of digital systems, fractional ownership of gold has become available, which increases the divisibility factor of gold. 

Fiat is moderately divisible, with most currencies being able to transact down to two decimals places. Bitcoin is highly 

divisible, with each Bitcoin subdividing into one-hundred-million parts, called a Satoshi. This means that a Bitcoin can transact 

down to eight decimal places. 

 

Scarce 

For money to be a store of value, it needs to have scarcity. Gold has a finite supply and is difficult to mine, albeit until another 

vast, mineable gold field is discovered – either on earth or in the solar system. Gold follows a classic dis-inflationary curve. 

Fiat is not scarce, though hard to come by at times. Printing presses works hard to print currencies. Therefore, cash follows 

an inflationary curve, which is why you should not store it under your mattress. Of the three, Bitcoin holds the ultimate scarcity, 

as only twenty-one-million Bitcoins will ever exist. As people may lose their Bitcoins over time, the actual number of Bitcoins 

in circulation is dropping, which further increases scarcity. 
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Track Record 

Gold has the longest track record of the three, Fiat since 1971 and Bitcoin with a very short history since 2008. Below is a 

summary:  

 Gold Fiat Bitcoin 

Verifiable Medium Medium High 

Fungible High High High 

Portable Low High High 

Durable High Low Medium 

Divisible Low Medium High 

Scarce Medium Low High 

History High Medium Low 

  

Other than a short history and some durability issues, Bitcoin stacks up well against gold and fiat. Widespread adoption and 

being accepted as a form of payment, however, are still lacking. A lot of work is needed to become the currency of the future, 

but it seems as though the foundation is, indeed, there. 

 

It is this foundation that has increased the speculative activities of Bitcoin. 

 

Kind regards, 

 

 

 

 

 

 

Evan Smit B.Com 

Business Analyst 

 

 

All illustrations, forecasts, information and opinions provided within this document are of a general nature and are not 

intended to address the circumstances of any particular individual or entity. This document does not constitute a solicitation, 

invitation or investment recommendation. No party should act upon such information or opinion without obtaining the 

appropriate professional and specialised financial, legal and tax advice based upon a thorough examination of their particular 

situation. 
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DISCLAIMER 

 

Seed Investment Consultants is an Authorised Financial Services Provider in terms of the Financial Advisory and Intermediary Services Act (Act No. 37 of 

2002). The laws of the Republic of South Africa shall govern any claim relating to or arising from the contents of this document. This document may not be 

amended, reproduced, distributed or published without the prior consent of Seed Investment Consultants. 

  

No guarantee is provided as to the values of any financial product mentioned in this document. All illustrations, forecasts, information and opinions provided 

within this document are of a general nature and are not intended to address the circumstances of any particular individual or entity. This document does 

not  constitute  a solicitation, invitation or investment recommendation. While we endeavour to provide accurate and timely information, all illustrations, 

forecasts or hypothetical data are not guaranteed and are provided for illustrative purposes only. We make no representation or warranty, expressed or 

implied with respect to the correctness, accuracy or completeness of the illustrations, forecasts, information or opinions. No party should act upon such 

information or opinion without obtaining the appropriate professional and specialised financial, legal and tax advice based upon a thorough examination of 

their particular situation. Seed Investment Consultants will not be held liable for any direct or consequential loss or damage suffered by any party as a result 

of that party acting on or failing to act on the basis of information or opinion provided by or omitted from this document.  

 

The value of financial products can increase as well as decrease over time depending on the value of the underlying securities and market conditions. 

Changes in exchange rates may have an adverse effect on the value price or income of any product.  

 

Past performance is not necessarily a guide to future performance. Performance has been calculated using net NAV to NAV numbers with income 

reinvested. The performance for each period shown reflects the return for investors who have been fully invested for that period. Individual investor 

performance may differ as a result of initial fees, the actual investment date, the date of reinvestments and dividend withholding tax. Full performance 

calculations are available from the manager upon request.  

 

Prescient Management Company (RF) (Pty) Ltd are registered and approved under the Collective Investment Schemes Control Act (No.45 of 2002). 

Collective Investment Schemes in Securities (CIS) should be considered as medium to long-term investments. There is no guarantee in respect of capital 

or returns in a portfolio. CIS’s are traded at the ruling price and can engage in scrip lending and borrowing. The CIS may borrow up to 10% of the market 

value of the portfolio to bridge insufficient liquidity. A CIS may be closed to new investors in order for it to be managed more efficiently in accordance with 

its mandate. CIS prices are calculated on a net asset basis, which is the total value of all the assets in the portfolio including any income accruals and less 

any permissible deductions (brokerage, STT, VAT, auditor’s fees, bank charges, trustee and custodian fees and the annual management fee) from the 

portfolio divided by the number of participatory interests (units) in issue. Forward pricing is used. In the event that specific CIS in securities are mentioned 

please refer to the relevant Minimum Disclosure Document in order to obtain all the necessary information in regard to that unit trust. In rare instances 

redemption transactions may be subject to a redemption fee. The applicable Prospectus and Key Investor Information Document will be made available 

upon request. 

 

Please note that there are stipulated cut-off times for all documents, notifications of deposit, investment, redemption and switch applications. These cut-

off times are product or fund specific and the applicable guidelines have been stipulated on the relevant supporting or transaction documents, application 

forms and Minimum Disclosure Documents. Where all required and supporting documentation is not received before the stated cut off  time no service 

provider shall not be obliged to transact at the net asset value price as agreed to. Prices are published daily and are available on the Prescient website at 

www.prescient.co.za.  

 

Investors should at all times remain aware of the risks involved in the buying or selling of any financial product. Where foreign securities are included in a 

portfolio there may be potential  constraints on liquidity and the repatriation of funds, macroeconomic risks, political risks, foreign exchange risks, tax risks, 

settlement risks, and potential limitations on the availability of market information. The investor hereby acknowledges the inherent risk associated with any 

selected investments and that there are no guarantees (Paragraph 6(2)(f) of BN92). The Manager retains full legal responsibility for any third-party named 

portfolio (Paragraph 6(1)(g) of BN92). 

 

For any additional information please visit our website on www.seedinvestments.co.za. 
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