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Abstract

Hayek introduced the concept of private money as a competitor to government-issued
currency, intended to break the state’s monopoly over currency issuance and provide
a decentralized alternative. Many studies interpret digital currencies as modern
instances of private money. According to Hayek’s theory, however, private money
should remain largely unaffected by government monetary and fiscal policies. This
study tests this proposition in the cryptocurrency market by examining Bitcoin and
the United States, given the country’s pioneering role in cryptocurrency adoption and
development. Employing monthly data from January 2014 to December 2024, we
apply a Nonlinear Autoregressive Distributed Lag (NARDL) model to analyze the
asymmetric effects of government policies on Bitcoin. This study investigates the
asymmetric effects of government monetary and fiscal policies on Bitcoin prices.
The results reveal a nonlinear relationship between these policies and Bitcoin, with
bounds and Wald tests confirming significant asymmetric effects. In the long run,
interest rates (monetary policy) do not significantly affect Bitcoin prices, although
negative shocks have a meaningful short-term impact. Fiscal policy, specifically
budget deficits, exerts a positive and significant long-term effect, while taxes display
a significant asymmetric and nonlinear influence on Bitcoin prices. These findings
indicate that, despite efforts to operate independently of the traditional financial
system, Bitcoin has not functioned as a fully private currency insulated from
government policy.
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