ASSESSING THE EFFECT OF CRYPTOCURRENCY BAN POLICY ON INVESTORS IN NIGERIA
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ABSTRACT
This study was carried out on the assessment of the effect of cryptocurrency ban policy on investors in Nigeria using investors in Lagos state as case study. To achieve this, 2 research questions were formulated.  The survey design was adopted and the simple random sampling techniques were employed in this study.  In determining the sample size, the researcher purposively selected 65 respondents while 50 respondents were validated. Self-constructed and validated questionnaire was used for data collection. The collected and validated questionnaires were analyzed using frequency tables and percentage. While the hypothesis were tested using Chi-square statistical tool, SPSS v23. The result of the findings reveals that; CBN Crypto ban policy affect the finance of crypto investors in Nigeria; CBN Crypto ban policy discouraged crypto investors in Nigeria and Cryptocurrency ban policy does have  a negative effect on Crypto investors in Nigeria.

Based on the findings, the researcher recommended that having known the huge economic impact made by the availability and trade of cryptocurrencies in Nigeria  and the world at large, it seems not right to impose a ban on it due to the economic implications. Therefore, the CBN should lift the ban and build a strict regulations on the use and trading of Cryptos in Nigeria, by this means, many Nigerian investors both the huge and small will bounce back to their financial position and so many others who has been jobless will successfully secure a source of income. This will in turn reduce the pressure of Unemployment in  Nigeria.
CHAPTER ONE

INTRODUCTION

1.1 BACKGROUND OF THE STUDY

The human civilization has witnessed different means and mediums of transactions for the exchange of goods and services. Mostly, all these means and mediums are physical in forms such as metal coins or paper currency. However, with the advancement of technologies, especially computers and the internet, the digital mode of the transaction has come into existence. Most financial institutions and Governments of countries have promoted online payment as a safe and quick mode of transaction of physical currency. This type of usage of the currency is an attempt at digitalization of physical currency. In recent times the complete and true digital currencies (i.e. no physical form) have also been introduced from time to time.

The origin of money is a mystery but the emergence of coin and paper money is traceable to the seventh century B.C. (Dumas, 2015), though, money has not evolved a lot since then, its essence is still to facilitate transactions. Now, we have credit cards and online banking, and cryptocurrency.

Polillo (2011) introduced a fascinating theory regarding the production of currencies, the theory suggests that there are general social processes that allow for various kinds of networks and organizations to be able to create currencies. He also presented the principle of money as “multiple currencies” and argues that through social practices, societies constantly transform money in creative ways to better suit their needs.

Berentsen and Schär (2018) affirmed that Bitcoin (the first recognized cryptocurrency) originated with the white paper that was published in 2008 under the pseudonym “Satoshi Nakamoto,” as it was published via a mailing list for cryptography and has a similar appearance to an academic paper. It was made known that the creators’ original motivation behind Bitcoin was to develop a cash-like payment system that permitted electronic transactions but that also included many of the advantageous characteristics of physical cash.

Silva (2016) explained cryptocurrency to be a system characterized by a computer program with three main axes: first, a public system of registration of transaction, called blockchain, serving as an accounting book of its entries and exits; second, an encryption algorithm called asymmetric encryption- associated with a proof-of-work which is used to validate operations with the currency; and third, a decentralized computer network according to the design of the users (also called miners), which verify and validate transactions with the currency and update the public registry system-blockchain.

Cryptocurrency is a virtual currency that uses a web-based communication protocol to aid in the transfer of wealth from one person to another, but when the qualities of money are put in perspective, Bitcoin appears defective. According (Gulled & Hossain, 2018).

Some of those currencies which have emerged in the recent time are Litecoin (LTC), Ethereum (ETH), EOS (EOS), Cardano (ADA), NEO (NEO), Bitcoin (BTC), Monero (XMR), Ripple (XRP), Dash (DASH).

Nigeria has the second-largest Bitcoin market in the world with over $500 million worth of Bitcoin traded over the last five years. The CBN's directive on cryptocurrency transactions will understandably have an effect on the cryptocurrency market in Nigeria as it essentially prevents traders from buying cryptocurrencies with their credit/debit cards issued by Nigerian banks or receiving proceeds of cryptocurrency sales from exchanges which facilitate the buying and selling of cryptocurrency (https://www.mondaq.com/).

Subsequently, on February 11, 2021, the SEC issued a statement stating that it would partner with the CBN to analyze and better understand the identified risks of cryptocurrency to ensure that appropriate regulations are put in place if cryptocurrency transactions are allowed in the future.

The CBN stated in the Press Release that cryptocurrencies are issued by unregulated and unlicensed entities and as such, the use of cryptocurrencies in Nigeria contravened existing law as they are not legal tender. It also identified the anonymity of cryptocurrency as an issue. It stated that anonymity and the lack of KYC made it susceptible to illegal use such as money laundering and the financing of terrorism. Another justification was the volatility of cryptocurrencies which it said has threatened the stability of financial systems in other countries.

This research aims to provide insightful information on the effect of the cryptocurrency ban policy on investors in Nigeria.

1.2 STATEMENT OF THE PROBLEM

Cryptocurrency trading is one of the fast growing means of earning a living nowadays in the world. People engage into crypto business either as investors or traders. The introduction of Bitcoin by an unknown person or group of people using the name Satoshi Nakamoto in the year 2008 which the use began in 2009 created an avenue for individuals to diversify their means of earning and surviving. Many people instead of depositing their money in banks started investing into Bitcoin which 1 bitcoin now is worth over 21,057,454.90 Naira and will still increase. Unemployed youths began investing into crypto business, leaving their money there for a long period of time, then cash out with interest. Some individuals in started a Crypto trading platform where people can invest and trade cryptocurrencies.

The CBN letter to local financial institutions on Friday 5th Feb. 2021, ordering banks to shut down all bank accounts associated with cryptocurrency trading platforms was a big shock to Nigerians and Cryptocurrency traders and investors in the country. This ban has brought a lot of agitation from Nigerians who have been expressing their grievances on social media platforms calling on CBN to reverse the ban. The ban has led to closing all bank accounts that are connected to crypto businesses. Nigerians are no longer able to make deposits naira or withdrawal their funds into their Nigeria bank accounts from different crypto platforms they invested their money.

According to (https://www.mondaq.com/), the CBN's decision on cryptocurrency has also attracted attention from the highest levels of government. On the 11th of February, 2021, the Nigerian Senate deliberated on the CBN's directive, with some senators expressing reservations about the ban on cryptocurrency transactions.The Senate thereafter resolved to invite the CBN Governor to give a briefing on the actions of the CBN.

More interventions like this may be seen as stakeholders deliberate on the potential far-reaching effects of the CBN's stance on cryptocurrency in Nigeria Hence, this study seeks to ascertain if the CBN ban on Cryptocurrency trading in Nigeria has any effect on investors in Nigeria.

1.3 OBJECTIVE OF THE STUDY

The primary objective of this study is to assess the effect of Cryptocurrency Ban Policy on Investors in Nigeria. Specifically, the study seeks to investigate if the CBN crypto ban policy has any negative effect on crypto investors in Nigeria.

1.4 RESEARCH QUESTIONS

The following research questions guide this study:

Does CBN Crypto ban policy affect the finance of crypto investors in Nigeria?

Does the CBN Crypto ban policy discourage crypto investors in Nigeria?

1.5 RESEARCH HYPOTHESES

The following null hypothesis was formulated and tested in this study:

H0: Cryptocurrency ban policy does not have any negative effect on Crypto investors in Nigeria.

1.6 SIGNIFICANCE OF THE STUDY

This study will be of significance to the policy makers in Nigeria to bring to their knowledge the benefit of cryptocurrency trade and investment in the country ranging from reduction of unemployment rate among youths, reduction of crime rate, etc. This study will also, enlighten the CBN on the need to reconsider the ban on crypto business in the country haven seen that almost 97% of the Nigerian are into one crypto business or the other.

This study will also serve as a reference material to scholars, students and researchers who may want to carry out further researcher on this study or related domain.

1.7 SCOPE OF THE STUDY

This study will focus on the kind of effect the CBN cryptocurrency ban policy have had on crypto investors in Nigeria and the intending harm it will do them in the nearest future. The residents of Lagos State will be enrolled as the sample respondents for this study.

1.8 LIMITATION OF THE STUDY

The major limitation the researcher encountered while carrying out this research work were the issue of finance, unavailability of materials, and time factor to combine both academic work and the research work.

1.9 DEFINITION OF TERMS

Effect: a change which is a result or consequence of an action or other cause.

Cryptocurrency: A cryptocurrency, crypto currency or crypto is a digital asset designed to work as a medium of exchange wherein individual coin ownership records are stored in a ledger existing in a form of computerized database using strong cryptography to secure transaction records, to control the creation of additional coins, and to verify the transfer of coin ownership

Ban: A ban is a formal or informal prohibition of something. Bans are formed for the prohibition of activities within a certain political territory.

Policy: A policy is a statement of intent, and is implemented as a procedure or protocol. Policies are generally adopted by a governance body within an organization.

Investors: An investor is a person that allocates capital with the expectation of a future financial return or to gain an advantage.

CBN: The Central Bank of Nigeria is the central bank and apex monetary authority of Nigeria established by the CBN Act of 1958 and commenced operations on July 1, 1959.

CHAPTER TWO

LITERATURE REVIEW

INTRODUCTION
Our focus in this chapter is to critically examine relevant literature that would assist in explaining the research problem and furthermore recognize the efforts of scholars who had previously contributed immensely to similar research. The chapter intends to deepen the understanding of the study and close the perceived gaps.

Precisely, the chapter will be considered in two sub-headings:

Conceptual Framework
Chapter Summary
2.1
CONCEPTUAL FRAMEWORK

CRYPTOCURRENCY

The year of 2007 set a new rhythm when it comes to the financial sector and how much people were willing to trust the system. After the crisis, many people who had lost everything, or almost everything, had to turn the page and look for new possibilities. The end of the last decade opened the door for new opportunities, and cryptocurrencies were right around the corner when it happened, which led to a great opportunity for many people who wanted to invest their money on something totally different and with a good growth margin. “In the 19th century, you could find a dollar coin made of silver and a paper dollar that in those days could be exchanged for the same silver coin. More than 100 years ago paper dollar bills were backed by silver, a precious metal that theoretically should always have value. However, today that has changed, a modern dollar bill is backed by nothing but the word of the U.S. government.” (Rose, 2015: 617). Nowadays, cryptocurrencies are a daily topic. But what are exactly cryptocurrencies? The first thing we need to understand is how to settle the difference between a virtual currency, a digital currency and a cryptocurrency, because these are often used interchangeably. The European Central Bank released an article about “Virtual Currency Schemes” in October 2012, where virtual currency was defined as a” type of unregulated, digital money, which is issued and usually controlled by its developers, and used and accepted among members of a specific virtual community”. A digital currency can be defined as a form of virtual currency that is electronically created and stored. A digital currency can or cannot be a cryptocurrency. And last, a “cryptocurrency can be defined as a subset of digital currencies, however, it uses cryptography for security so this makes it extremely difficult to counterfeit” (Gilpin, 2014).
When referring to cryptocurrencies, it is precisely all about a certain type of virtual currencies. Rogojanu and Badea (2015) stated that “virtual currency continues to maintain the main features of a traditional currency, in other words, virtual money is a symbol or synonym for a value, a payment system technology which continued to grow over the past 20 years”. However, due the newness of this phenomenon and its rapid growth, suggesting a universal definition of cryptocurrency is still a challenge. Abboushi (2016), from Duquesne University tries to explain it according to four core dimensions: (1) virtual currency is a form of digital currency which is digital representation and measurement of economic value for an object or transaction; (2) it is issued by non-government party and remitted for the exclusive use by another private party; (3) it is denominated in units of account of its own system that may or may not be exchangeable to real currency; (4) it is used as a medium of exchange similar to real currencies but does not have legal tender status in any jurisdiction in the world. Sauer (2016), describes cryptocurrency as money which does not exist in reality as coins, banknotes or bank deposits, but rather exists in digital form. The author also makes clear that cryptocurrencies are not e-commerce or e-payment systems or other ways of transferring money such as credit card systems or online banking. According to Sauer (2016), the first cryptocurrencies, or virtual currencies, were first seen in online gaming where it could be used to buy new equipment or characters. With time, the online gaming operators began to exchange their virtual currency for real money. The problem was that this market didn’t work both ways, it was a one-way market as the players were unable to swap the virtual currency into real money. In 2015, Edward V. Murphy, a specialist in Financial Economics published an article with questions and answers about cryptocurrencies to allow everyone to understand what was this new emerging market. According to him, “a cryptocurrency is a medium of exchange such as the US dollar” (Murphy, Murphy and Seitzinger; 2015: 1). Later in the same article, Edward clarifies that “like the US dollar, cryptocurrency has no intrinsic value and that it is not redeemable for another commodity, such as gold. Unlike the US dollar, however, cryptocurrency has no physical form, is not legal tender, and is not currently backed by any government or legal identity. In addition, its supply is not determined by a central bank and the network is completely decentralized, with all transactions performed by the users of the system” (Murphy, Murphy and Seitzinger; 2015: 2). “Cryptocurrency is based on the idea of exchanging value without the approval of an institution” (Maftei, 2014: 55). While being aware of a broad developments of various payment mechanisms and creation of alternative currencies, the bold question of what cryptocurrency is should be answered. Legislative acts of United States explain cryptocurrency to be a medium of exchange that operates like a currency in some environments, but does not have all the attributes of real currency, which points the absence of legal tender status in any jurisdiction. So, cryptocurrencies can be described as a digital asset with the intention to function as a medium of exchange, based in the concept of cryptography, which refers to “techniques for secure communication in the presence of third parties called adversaries.” (Rivest and Ronald, 1990).

CHARACTERISTICS OF CRYPTOCURRENCIES
Cryptocurrencies have several different characteristics when compared to the “traditional currencies”. Some of these characteristics are: intrinsic value, legal tender, medium of exchange, how can it be used as a storage method, its structure, supply, cost of production and risk of inflation. It is obvious that neither cryptocurrencies or the US dollar have intrinsic value. However, there are several differences when it comes to the rest of them. These new cryptocurrencies are still unregulated, and that means that they do not have, yet, legal tender. Also, the US dollar can be used as a medium of exchange with any other currency, while cryptocurrencies work as a medium of exchange with the limited number of participants who also own it. While the US dollar has a public supply source, the cryptocurrencies have a private one. The cost to produce a US dollar bill is relatively low, while producing another cryptocurrency unit has an attached cost, the cost of the computer utility power, through a process called mining. Another major characteristic of cryptocurrency is the fact that they are decentralized, which means that they are not backed by any governmental authority. And last, while the US dollar or any other real currency is subject to inflation, cryptocurrencies are not. Even though they are highly volatile and their value can go “zero to hundred” in a couple of days or even hours.

With this, we can say that cryptocurrencies have four completely new characteristics when compared to real currencies: they are unregulated, they are decentralized, they are highly volatile and they are “born” through a mining process that is available to every user, which will be explain forward. When we describe cryptocurrencies as being decentralized, we mean that they are not controlled. Every currency in the world, apart from cryptocurrencies, is governed by some kind of authority. Every transaction goes through a bank, where people are charged enormous fees, and it normally takes a long time for the money to reach the recipient. Cryptocurrencies, on the other hand, are not controlled by anyone. It’s a decentralised network and it’s built on the cooperation and communication of all the people taking part in it. Because of that, even if some part of the network goes offline, transactions will still be coming through. Cryptocurrencies are also unregulated. Ever since their first appearance, cryptocurrencies are still a skeptical topic to many people. While some believe that they are the future and investing on it is a really good opportunity, a lot of people are still uncertain about trusting something that is still unregulated and is only now being adopted by the financial authorities, and not by many. Franklin (2016) states that the lack of regulation is one of the biggest issues when talking about cryptocurrencies: “One significant issue of virtual currency such as the Bitcoin is the lack of regulation and lack of bank or governmental control. Without the regulation, there is opportunity for investors, some of which are already taking advantage of opportunity, but also the risk that comes from the speculation that comes with investment around such an uncharted territory.” (Franklin, 2016: 83). The lack of currency regulation is, as much as over regulation, a burden to many. When dealing with currency and market opportunity, basic regulation is needed to control markets from taking unfair advantage of arbitrage opportunity. Varriale (2013) discussed how should a cryptocurrency be regulated because in that same year, The New York Banking watchdog issued subpoenas to twenty-two cryptocurrency companies. The biggest concern with this currency is the ease that it can be used for illegal activities due to the anonymous nature of the transactions. Drug trade and terror funding are two significant concerns.

Tu and Meredith (2015) looked at the possible consequences of unregulated cryptocurrencies, as they currently are. The authors understand that the lack of regulation can create issues, like the opportunity to foster funds transfers for illegal activities. Slay, Kim-Kwang, and Lui (2014) alert that money laundering and terrorism funding can easily take place in the cyber environment, as a result of the high levels of anonymity, low levels of detection and ease to transact. Another important characteristic of cryptocurrencies is its volatility. Ever since 2009, after the appearance of the first cryptocurrency, Bitcoin, the price had a lot of ups and downs. By being subject to so many speculation, the price of cryptocurrencies goes up and down every day, based on what people say, read and believe. From 2009 on, when Bitcoin started operating, the price has raised more than 8000%. Dibrova (2016), state “… interesting how a digitally created code that has no back-up from any central government, nor financial institution or is ensured by any commodity could ever hit a price as, for instance, 1.145 USD, in January 2013”. This concerns many investors, experts and Central Banks, due to its volatility, which leaves no suspicion about the absence of economic reasons to those. According to Coindesk4 , cryptocurrency carries a lot of uncertainties. The volatility of Bitcoin against the dollar on a Bitcoin exchange is about five to seven times the volatility of traditional foreign exchange trading. Gavin Anderson5 , a cryptocurrency enthusiast, consider that these new currencies are going to be the future, and presented us with the pros and cons of cryptocurrencies. The pros are:

Freedom: cryptocurrencies where designed with freedom in mind, freedom from governing authorities controlling transactions, imposing feed and being in charge of people’s money; 

High portability: it should be easy to carry and use. Cryptocurrencies are completely digital, which means the money can be easily stored online, in a wallet;

Safety and control: cryptocurrency users are able to control their transactions. No one can withdraw money from your account without you knowing and agreeing it; 

Transparent and neutral: one of the most unique aspects of cryptocurrencies, and mainly Bitcoin, is the Blockchain technology. This technology allows every single transaction, every single bit of information to be always available to everyone, which can be checked online;

Cannot be counterfeited: one of the most popular ways of counterfeiting in the digital world is using the same money twice – the double spending situation. Due to technologies like Blockchain, this cannot be done.

The cons are: 

Legal parameters: obviously that the legal questions concerning cryptocurrencies is the most important aspect for some people to still doubt about it, and until they are not regulated, this dubious question will remain unanswered. However, there are already some countries where cryptocurrencies, or some of them, are encouraged. While in other countries they are being banned or remain outlawed;

Level of recognition: in some countries, cryptocurrencies are perfectly legal, however some governments still do not have regulations regarding them, while others are trying to ban them;

Volatility: probably the most concerning aspect about cryptocurrencies for those who are holding them. The price of several cryptocurrencies like Bitcoin has been up and down, going through various cycles of skyrocketing and plummeting, being referred by some agents as bubbles and busts. 

Development: the continuous development of cryptocurrencies is not a con, per se. This is referred by the author because cryptocurrencies are still evolving, and governments are trying to regulate it more and more, and when that happens, the cryptocurrencies as we know it nowadays, might change completely.

CRYPTO TECHNOLOGY 

For better understanding of crypto currencies is essential to be aware of certain facts related to the  field  of  crypto  technology.  Crypto  technologies  are  technologies  that  are  based  on cryptography.  Cryptography  has  a  long  tradition  in  human  history.  However,  modern mathematical cryptography has been developed only over  the last few decades.  Public key cryptography, that will be mentioned below, was introduced for the first time in 1976 and first attempts  to  create  a  cryptocurrency  were  made  in  the  beginning  of  1980´s  (Omohundro, 2014:19). Crypto-technology is a class of software systems that use cryptography. Generally, these software systems can implement a system to transfer virtual goods and at the same time they can implement complex agreements between parties. There are various kinds of virtual goods such as songs, online documents, or pieces of software. However, there are other kinds of virtual  goods that  might not  be that  obvious such as  ownership of  almost anything, an approval, notarization or  verification of  almost anything  or a  unit of currency (Eckersley, 2004:87).  There  are  three  main  problems, relevant  for the  purpose  of  this  work that  are addressed by crypto technologies. First of all, it is counterfeiting in other words, assurance of the parties that the original virtual good was transferred, not a copy. Secondly, it is trust. This means that the trust of the counter-party is not required to transfer the virtual goods. This is because  the  transfers  are  verified.  Last  but  not  least,  another  problem  addressed  by  the technology is central authority, meaning that it enables absence of such an authority in order to process transactions or maintain the ledger – there is no middleman involved (Boneh, 2015, lecture 1).  All crypto-technology is underpinned by the two main ideas: Public Key Cryptography and the blockchain. The first one – public key cryptography – is a sophisticated math concept that allows  an individual  to  encode a  virtual  good that  can  only be  decoded  by the  intended recipient. Even the sender cannot decode it once the good has been encoded. In this concept there are  two numbers  deployed:  a  private key  and a  public key.  The second  idea is  the blockchain which can be described as a special form of ledger that keeps track of evidences who holds what, and that is extremely hard to be deceitfully modified (Antonopoulos, 2014, lecture 3). Also, one of the important properties of the blockchain is its pseudo-anonymity. In the next chapters, these ideas will be described more into details.

CRYPTOCURRENCY AND NIGERIA ECONOMY

The creation of cryptocurrency as a cybernetic currency has been generating reactions in the global economy such as a country like Nigeria. There has been countless advantage and disadvantage discourse on cryptocurrencies' importance on the Nigerian economy. However, the Nigeria government through its governing agencies such as the Central Bank of Nigeria and the Securities and Exchange Commission has tried to place a ban on cryptocurrency. However, its legal status remains unclear, unlike in countries like Morocco and Algeria where there is an explicit prohibition on trading in Bitcoins such that a breach attracts hefty fines (Dierksmeier & Seele, 2016). The cautions are primarily designed to educate the citizenry about the difference between genuine currencies issued and guaranteed by the state and cryptocurrencies, which are not. Following the moves taken by the Central Bank of Nigeria and the Securities and Exchange Commission, lawmakers have also advised the regulatory authorities to speed up efforts in presenting a legal framework for cryptocurrencies in Nigeria.

POLICY

Policy is normally described as a theory or rule to guide decisions and achieve rational outcomes. The word is not generally used to denote what is actually done; this is normally referred to as either procedure or protocol (Saidi, 2012).Policy or policy study may also refer to the process of making important organizational decisions, including the identification of different alternatives such as programs or spending priorities, and choosing among them on the basis of the impact they will have.Politics is the basic principles by which a government is guided, The declared objectives that a government or party seeks to achieve and preserve in the interest of national community. See also public policy (Business Dictionary).Policy is defined as the value or perspective that underlies action. Board policies express the board's soul, embody the board's beliefs, commitments, values, and visions, and express its wisdom.

“A public policy is an action which employs governmental authority to commit resources insupport of a preferred value”Considine, 1994).

TYPES OF POLICY

Domestic policy b) Foreign Policy
Domestic policy

Domestic policy is an area of public policy which concerns, laws, government programs, and administrative decisions which are directly related to all issues and activity within a nation's borders. It differs from foreign policy, which refers to the ways a government advances its interests in world politics.

Foreign policy

A country's foreign policy, also called the foreign relations policy, consists of self-interest strategies chosen by the state to safeguard its national interests and to achieve its goals within international relations milieu. The approaches are strategically employed to interact with other countries (Saidi, Public policy & Management, 2012) .

CBN'S BAN POLICY ON CRYPTOCURRENCY

The CBN prohibited the facilitation of cryptocurrency transactions by commercial banks and other financial institutions in the country. This prompted the Securities Exchange Commission to pause its plans to formalize cryptocurrencies as securities under its remit. The CBN was particularly concerned about the high risk of the digital asset class and the use of the currency for money laundering, terrorism financing and tax evasion. However, these financial crime concerns existed in the country long before the crypto market rose in popularity. In addition, only 1.1% of the total $1 trillion global crypto transactions in 2019 were illicit.

As explained by Quartz, laundering money using cryptocurrency seems more like stealing from a jewelry store but leaving the map to your house at the crime scene. This is because all cryptocurrency transactions did not carry real name but there is an ID reference and the details of all transactions made with that ID can be traced. The pseudonymous nature of cryptocurrency somewhat validates the CBN's concerns. However, cryptocurrency is an emerging market with a huge potential for job creation and investment which is being undermined by arbitrary policy regulations.

ECONOMIC IMPLICATIONS 

Investment/Investors

The recent ban on cryptocurrency transactions has taper investment flows into the country as global investors are beginning to heavily eye the cryptocurrency space. Just recently, Jay Z and Jack Dorsey announced a $23.6mn investment to fund Bitcoin development in Africa. In addition, there has been a fast growing interest from Wall Street and the big players in the financial industry, such as JP Morgan and Morgan Stanley. This signals a huge potential for the crypto market in the coming years. There are high expectations of reduced volatility as investors could begin to increase cryptocurrency investments in emerging markets. This is good news but with the largest consuming market in Africa banning cryptocurrency transactions, this could limit potential investment in-flows that would boost economic growth.

Shadow Economy

Bitcoin was created for the sole purpose of reducing bottlenecks in financial transactions, particularly across borders. The ban has completely stopped all transactions. What is more likely is the rise of crypto shadow economy in Nigeria, which could now increase the chances of money laundering and illicit financial flows. There would be no more advertisements by popular exchanges on social media platforms and no transactions using financial institutions.

Capital Flight

The move by the CBN may fuel the pessimism of existing and potential investors (domestic and foreign) who were already skeptical about the uncertain policy environment. The attendant effect could be an increase in capital outflows, which is risky for the naira and infrastructure development.

Poverty and Unemployment

The fast expansion of the Nigerian crypto market has created numerous jobs especially for the youths. The ban has  affected individual home-based traders and these traders often have employees of their own. Stopping the operations of the emerging crypto market means more job loss, and this could trigger a faster increase in the rate of unemployment which is already at 27.1% (Q2'20).
CHAPTER SUMMARY

In this review the researcher has sampled the opinions and views of several authors and scholars on the cryptocurrency and investors. The works of scholars who conducted empirical studies have been reviewed also. The chapter has made clear the relevant literature.
CHAPTER THREE

RESEARCH METHODOLOGY

3.1
AREA OF STUDY

Lagos, sometimes referred to as Lagos State to distinguish it from Lagos Metropolitan Area, is a state located in the southwestern geopolitical zone of Nigeria. The smallest in area of Nigeria's 36 states, with a population of over 15 million, Lagos State is arguably the most economically important state of the country, containing Lagos, the nation's largest urban area. (Wikipedia.com)
3.2
RESEARCH DESIGN

Research designs are perceived to be an overall strategy adopted by the researcher whereby different components of the study are integrated in a logical manner to effectively address a research problem. In this study, the researcher employed the survey research design. This is due to the nature of the study whereby the opinion and views of people are sampled.

3.3
POPULATION OF THE STUDY

According to Udoyen (2019), a study population is a group of elements or individuals as the case may be, who share similar characteristics. These similar features can include location, gender, age, sex or specific interest. The emphasis on study population is that it constitute of individuals or elements that are homogeneous in description. 

This study was carried out on the assessment of the effect of cryptocurrency ban policy on investors in Nigeria. Hence, respondents were obtained from Lagos state residents who are Crypto investors. therefore, Cryptocurrency users and investors in Lagos State Nigeria form the population of the study. 

3.4
SAMPLE SIZE DETERMINATION

A study sample is simply a systematic selected part of a population that infers its result on the population. In essence, it is that part of a whole that represents the whole and its members share characteristics in like similitude (Udoyen, 2019). In this study, the researcher adopted the simple random sampling (srs.) method to determine the sample size. 

3.5
SAMPLE SIZE SELECTION TECHNIQUE AND PROCEDURE

To determine the sample size of this study, the researcher adopted the purposive sampling techniques. Therefore, the researcher purposively selected 65 Cryptocurrency users and investors comprising both small and big investors as sample size.

3.6
SOURCES OF DATA COLLECTION

The research instrument used in this study is the questionnaire. A 8 minutes survey containing 7 questions were administered to the enrolled participants. The questionnaire was divided into two sections, the first section enquired about the responses demographic or personal data while the second sections were in line with the study objectives, aimed at providing answers to the research questions.

3.7
METHOD OF DATA ANALYSIS

The responses were analyzed using the frequency tables, which provided answers to the research questions. While the hypothesis were tested using Chi-square statistical tool SPSS v23. 
3.8
VALIDITY AND RELIABILITY OF THE STUDY

The reliability and validity of the research instrument was determined. The Pearson Correlation Coefficient was used to determine the reliability of the instrument. A co-efficient value of 0.68 indicated that the research instrument was relatively reliable. According to (Taber, 2017) the range of a reasonable reliability is between 0.67 and 0.87.

3.9 ETHICAL CONSIDERATION

The study was approved by the Project Committee of the Department.  Informed consent was obtained from all study participants before they were enrolled in the study. Permission was sought from the relevant authorities to carry out the study. Date to visit the place of study for questionnaire distribution was put in place in advance.

CHAPTER FOUR

DATA PRESENTATION AND ANALYSIS

INTRODUCTION

This chapter presents the analysis of data derived through the questionnaire and key informant interview administered on the respondents in the study area. The analysis and interpretation were derived from the findings of the study. The data analysis depicts the simple frequency and percentage of the respondents as well as interpretation of the information gathered. A total of sixty five (65) questionnaires were administered to respondents of which fifty (50) were returned and validated. This was due to irregular, incomplete and inappropriate responses to some questionnaire. For this study a total of  50 was validated for the analysis.

4.2
DATA PRESENTATION

The table below shows the summary of the survey. A sample of 65 was calculated for this study. A total of 50 responses were received and validated. For this study a total of 50 was used for the analysis.

Table 4.1: Distribution of Questionnaire

	Questionnaire 
	Frequency
	Percentage 

	Sample size
	65
	100

	Received  
	50
	85.7

	Validated
	50
	85.7


Source: Field Survey, 2021

Table 4.2: Demographic data of respondents

	Demographic information
	Frequency
	percent

	Gender
Male
	
	

	
	32
	64%

	Female
	18
	36%

	Religion
	
	

	Christian
	28
	56%

	Muslim
	22
	44%

	Age
	
	

	20-30
	25
	50%

	30-40
	16
	32%

	41-50
	09
	18%

	51+
	00
	00%

	Education
	
	

	HND/BSC
	30
	60%

	MASTERS
	15
	30%

	PHD
	05
	10%

	Marital Status
	
	

	Single
	26
	52%

	Married
	16
	32%

	Separated
	00
	00%

	Divorced
	08
	16%

	Widowed
	00
	00%


Source: Field Survey, 2021
4.2
ANSWERING RESEARCH QUESTIONS

Question 1: Does CBN Crypto ban policy affect the finance of crypto investors in Nigeria?
Table 4.3:  Respondent on question 1

	Options
	Frequency
	Percentage

	Yes
	32
	64

	No
	06
	12

	Undecided
	12
	24

	Total
	50
	100


Field Survey, 2021

From the responses obtained as expressed in the table above, 64% of the respondents said yes, 12% said no, while the remaining 24% were undecided.

Question 2: Does the CBN Crypto ban policy discourage crypto investors in Nigeria?

Table 4.4:  Respondent on question 2

	Options
	Frequency
	Percentage

	Yes
	25
	50

	No
	10
	20

	Undecided
	15
	30

	Total
	50
	100


Field Survey, 2021

From the responses obtained as expressed in the table above, 50% of the respondents said yes, 20% said no, while the remaining 30% were undecided.

TESTING OF HYPOTHESIS
H0: Cryptocurrency ban policy does not have any negative effect on Crypto investors in Nigeria.

Hypothesis One

Cryptocurrency ban policy does not have any negative effect on Crypto investors in Nigeria.
	Response 
	Observed frequencies
	Expected frequencies (E) 
	O-E
	(O-E)2
	(O-E)

  E

	Yes

No

Undecided


	32

06

12

50
	16.66

16.66

16.66
	15.34

-10.66

-4.66


	235.3156
-113.6356

-21.7156


	14.1

-6.8

-1.3


6.2


Degree of freedom =
(row-1) (column-1) 

= (3-1) (2-1)

= 3*1

=2

At 0.05 level of significance, given the above degree of freedom, table value of X2 (ie X2t) = 5.991.

The decision rule is

Accept Ho if X2t>X2cal, and

Reject Ho if X2t<X2cal

Thus, since the X2t (5.991) < X2cal (6.2), we reject null and accordingly accept alternate hypothesis. This implies Cryptocurrency ban policy does have  a negative effect on Crypto investors in Nigeria.

CHAPTER FIVE

SUMMARY, CONCLUSIONS AND RECOMMENDATIONS:

5.1 Introduction

This chapter summarizes the findings into  the assessment of the effect of cryptocurrency ban policy on investors in Nigeria. The chapter consists of summary of the study, conclusions, and recommendations. 
5.2 Summary of the Study

In this study, our focus was to  the assessment of the effect of cryptocurrency ban policy on investors in Nigeria using investors in Lagos state as case study. The study specifically was aimed at investigating if the CBN crypto ban policy has any negative effect on crypto investors in Niger.
The study adopted the survey research design and randomly enrolled participants in the study. A total of 50 responses were validated from the enrolled participants where all respondent are were Cryptocurrency investors.

5.3 Conclusions

Based on the findings of this study, the researcher made the following conclusion.

CBN Crypto ban policy affect the finance of crypto investors in Nigeria.
CBN Crypto ban policy discouraged crypto investors in Nigeria.

Cryptocurrency ban policy does have  a negative effect on Crypto investors in Nigeria.
5.4 RECOMMENDATIONS

Based on the findings of this study, the researcher made the following recommendation.

Having known the huge economic impact made by the availability and trade of cryptocurrencies in Nigeria  and the world at large, it seems not right to impose a ban on it due to the economic implications. Therefore, the CBN should lift the ban and build a strict regulations on the use and trading of Cryptos in Nigeria, by this means, many Nigerian investors both the huge and small will bounce back to their financial position and so many others who has been jobless will successfully secure a source of income. This will in turn reduce the pressure of Unemployment in  Nigeria. 
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APPENDIXE

QUESTIONNAIRE

PLEASE TICK [√] YOUR MOST PREFERRED CHOICE(S) ON A QUESTION.

SECTION A

PERSONAL INFORMATION

Gender

Male [  ]
Female [  ]

Age 

20-30
[  ]

31-40
[  ]

41-50   [  ]
51 and above [  ]

Educational level

WAEC

[  ]

BSC/HND
[  ]

MSC/PGDE
[  ]

PHD

[  ]

Others……………………………………………….. (please indicate)

Marital Status

Single
[  ]

Married [  ]

Separated [  ]

SECTION B
Question 1: Does CBN Crypto ban policy affect the finance of crypto investors in Nigeria?
	Options
	Please Tick

	Yes
	

	No
	

	Undecided
	


Question 2: Does the CBN Crypto ban policy discourage crypto investors in Nigeria?

	Options
	Please Tick

	Yes
	

	No
	

	Undecided
	


