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Executive
Summary
With the growth of cryptocurrencies in recent
years, the debate over market regulation gained
international relevance. The movement, however,
has not been uniform or simple, precisely because it is a new phenomenon, and countries have
comprehension gaps about the object they wish
to regulate. There is no clear regulatory trend,
where multiple countries move in the same direction as is the case with open finance. The result
is that companies and users find it difficult to
follow up on the situation to make decisions. To
facilitate the process, in this bulletin, we analyze
the regulatory debate in countries whose actions
have recently attracted attention. In this sense,
the selected countries are not necessarily those
that are more established, but also those that
have recently undergone relevant change. Lastly,
we use the analyses to contextualize the situation in Brazil and to highlight national and international trends.

only say that their projects are being evaluated

Consequently, we identified that, despite
having divergent proposals and approaches,
countries such as India and Australia are at the
same intermediate stage in the regulatory
debate, the latter being a little more advanced,
because it already has regulations for Initial Coin
Offerings (ICOs) and trading. Australia has a more
market-promoting discourse, and India has a
historically reactive stance (although it has toned
down the prohibitionist tone). However, both are
more at the discourse level. They indicate that
Australia may become increasingly attractive to
the market and that India create space for a
regulated market to develop and stop seeking a
broad ban stance. Objectively, however, we can

only the US as having an initial debate. Despite
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by their legislature.
The countries that have more advanced debates also share this characteristic: They are all in
the same category because the have a
framework on which agents can base their decisions but their stances on the market are varied.
Singapore and Japan are the most established of
those

analyzed

because

they

have

older

frameworks than El Salvador, for example, whose
Bitcoin law is less than two months old and has
generated uncertainty about its content. China,
though, has offered clarity by determining a total
ban on activities, leaving no doubt that it will
enforce its determination. This clarity has already
had repercussions on the decision making of
market agents, with the exodus of miners being
an example.
Lastly, of those analyzed, we characterized
many specific actions like legal actions by regulators, registration requirements, and state laws,
there are no formalized proposals to regulate
market activities. This debate is quite recent and
has been materialized in speeches by regulators
and legislators, but not in bills that have been
followed up in the federal House and Senate,
with the current market situation being compared to the Wild West by the president of the
Securities and Exchange Commission (SEC).
Despite the current stage, the debate is likely to
move forward, as the heads of several regulatory
bodies have signaled they will press in this direction, as have some legislators.
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Comparing these experiences to the case of
Brazil, the country is at an intermediate stage,
closer to India than to Australia because it lacks
regulated activity. Like them, it has projects in
the legislative houses, and there are guidelines
indicating which regulators should be held
responsible in the event of approval. Looking at
the proposals for possible trends, the first is that
the country fits into the broader international
picture that the market will have to adapt to a
regulatory framework in the short to medium
term. This will protect the user, ensure the stability of the financial system and reduce information asymmetry. It also fits the trend of aiming to
use Central Bank Digital Currency (CBDC)s to
compete with stablecoins1. What is still uncertain is the construction of regulatory instruments
and their respective outcomes. On this front,
studying the successes and mistakes of countries with already-approved structures may be a
path to a less turbulent and more favorable
trajectory for the Brazilian market.

1
To understand CBDCs and stablecoins, see the White Paper
"Digital currencies: Understanding cryptocurrencies, stablecoins
and CBDCs.
Available at:
https://institutopropague.org/analises/moedas-digitais-enteda-o-que-sao-criptomoedas-stablecoins-e-cbdcs/
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With the growth of cryptocurrencies in recent
years—verified by the increase in ICOs2, and the
market capitalization of the major virtual currencies and their prices—the debate over the need
to regulate this market has gained international
relevance. Regulators in some countries have
acted promptly since the launch of Bitcoin in
2009. However, the discussions gained momentum in the last two years, especially due to the
growth and diversification of the use of cryptocurrencies and prominent events, such as the
adoption of Bitcoin as a legal tender in El Salvador
and Facebook’s announcement that it intended to
launch a stablecoin with global reach (first known
as Libra and then as Diem).
The timing of these regulatory actions, therefore, is not random. The market is fairly new, just
over a decade old, and there was an understanding that it did not need to be regulated if it was
perceived as a niche. Because it is growing
rapidly, with new functionalities emerging on a
significant scale that may have greater spillover
potential, authorities in multiple countries identified the need to act. This is not an unusual trajectory though; legislation tends not to be contemporary with technological innovation. Trends such
as the Regulatory Sandbox became relevant
precisely for trying to reverse this issue.
An example of the industry’s growth: cryptocurrency payments have become more common,
with a survey showing that 58% of 500 multina-
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tionals and financial institutions that were contacted use at least one cryptocurrency for making
payments3. New products and services derived
from technologies associated to virtual currencies,—such as smart contracts, non-fungible
tokens (NFTs), and decentralized finance protocols (DeFi)—have also become popular4. Using
DeFi as an example, its market capitalization went
from USD 75 billion in July 2021 to USD 127 billion
in September 20215. With cryptocurrencies, and
cryptoassets in general, growing this fast, the
market is becoming less niche and more diverse
and, therefore, more susceptible to regulation.
The move towards regulation has not been
uniform or simple, however, precisely because of
bot the market and search for regulation's early
stages. Moreover, countries have a comprehension gap regarding the object they wish to regulate. Some difficulties are: (i) Defining the object,
because each cryptoasset has different use
cases and bring different regulatory challenges;
(ii) guaranteeing accountability due to the decentralized nature of the technologies and consequent elimination of central authorities; and (iii)
generating unintended consequences due to a
misguided regulatory framework that leads to
uncertainty.
There are, for example, countries that consider
them legal and others that do not. There are also
those that do not determine illegality but restrict
use. Regarding their classification, cryptocurren-

An initial coin offering (ICO) is the crypto industry’s equivalent of the IPO. A company seeking to raise funds to create a new crypto

product/service can launch an ICO to raise it.
3

PYMNTS. 2021. Cryptocurrency, Blockchain and Global Business.

Available at: https://www.pymnts.com/cryptocurrency/2021/new-report-58-percent-of-multinational-firms-are-using-cryptocurrency/
Accessed on: October 1, 2021.
4

VALOR. 2021 A era dos smart contracts | Legislação (The smart contract era | legislation).

Available at: https://valor.globo.com/legislacao/noticia/2021/09/22/a-era-dos-smart-contracts.ghtml. Accessed on: October 1, 2021.
5

CNBC. 2021. How decentralized finance works, and why it's taking on Wall Street.

Available at: https://www.cnbc.com/2021/09/17/how-decentralized-finance-works-and-why-its-taking-on-wall-street.html
Accessed on: October 1, 2021.
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cies have been understood as currencies, commodities, and securities. Stablecoins have been
viewed as both demand deposits and money
market funds6. Depending on the answer regarding classification, the responsible regulator also
changes. In most cases, there is a need for coordination between more than one regulator to
meet different needs.
Given this scenario, there is no clear regulatory
trend, where multiple countries move in the same
direction as is the case with open finance. The
context is even less predictable because, within
the same country, the situation can vary widely.
What we know is that (i) there is a market that
multiple countries are moving to regulate and (ii)
there is no cohesion between the paths that each
country is following to build a regulation. Basically, the international scenario today is like a
pendulum. Countries go back and forth between

6

two opposite positions: banning cryptoassets on
one hand, and seeking to become an international
hub for the market on the other. Even within some
countries this pendulum movement repeats itself.
The result is that companies and users find it
difficult to keep up with developments. Without a
clear direction, the alternative is to consolidate
the available information on how the players in
each country frame the regulatory debate to
make the follow up easier. To contribute this
bulletin pinpoints where the countries whose
actions have recently attracted attention are
positioned on the pendulum and what justifies
their positions. The selected countries are not
necessarily the most established, but also those
that have recently undergone relevant change.
Lastly, we use the analyses to contextualize and
position Brazil as well as to point out national and
international trends.

COINGECKO. 2021. Melhores moedas DeFi por capitalização de mercado (Best DeFi coins by market capitalization).

Available at: https://www.coingecko.com/pt/categories/decentralized-finance-defi
Accessed on: October 1.
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1. From prohibiting to promoting: The poles of the
regulatory debate
Within the regulatory dynamics the market is
experiencing, countries can fall into two poles:
total prohibition and the active search to promote
the market to the point of becoming an attractive
international hub for companies. The prohibitive
stance tends to be justified by arguments like
cryptoassets being widely used for illicit and
unsustainable activities, or that they are a threat
to the stability of the financial system. From this
diagnosis, some regulators feel that the best
response is to take assets out of circulation. The
most aggressive example of this approach is
China, which underwent a gradual process of
market resistance that culminated in an overall
ban in September 2021.

they diagnose similar problems and market failu-

At the other pole are those who see cryptoassets as a market opportunity to develop the

stances on crypto regulation, so we can position

financial sector or even the country. Although

the market’s many changes.

res, they choose to regulate it instead of prohibiting it to correct these flaws and create an environment with legal certainty that can induce the
growth of activities and attract users and companies. These are countries that seek to be regional
or international crypto hubs. Most examples are
smaller countries, such as Malta, Gibraltar, and
Liechtenstein. The example we use is the city-state of Singapore, since there have been recent
regulatory change in addition to

the explicit

announcement by larger like Australia, that
Singapore is their regulatory benchmark.
We start by presenting the polar opposite
other strategies between them and keep up with

I. CHINA
China has one of the largest cryptocurrency

In a second move in 2017, the government

user bases in the world—having had the second-

made ICOs illegal and mandated the closure of

-largest value turnover in the first half of 2021 —

local exchanges to close. In 2019, the Chinese

and, regardless of that, has a longstanding resis-

Central Bank, the PBoC (People’s Bank of China),

tance to the market that recently escalated amid

announced it would block access to all domestic

a larger move by Chinese authorities to control

and foreign websites of cryptocurrency exchan-

the expansion of fintechs. This has been called

ges and ICOs. At that time, three Chinese indus-

the fintech crackdown. The first restrictive

try representative bodies8 supported the measu-

actions came in 2013 and they were directed at

res claiming that the risks of trading virtual

Bitcoin. At that point, the government recogni-

currencies were too high given that they have no

zed cryptocurrency as virtual property, which

real value, have easily manipulated prices, and

meant the Chinese could hold it but could not

their commercial contracts are not legally protec-

use it for transactions.

ted in the country.

7

7

CHAIN ANALYSIS. 2021a. Cryptocurrency and China: Analyzing China's Historic Cryptocurrency Activity Amidst Government Crackdowns.

Available at: https://go.chainalysis.com/cryptocurrency-china-report.html. Accessed on: October 15, 2021.
8

National Internet Finance Association of China, China Banking Association e Payment and Clearing Association of China.
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Despite the unfavorable track record, two regulatory decisions transformed both the Chinese
and international markets in 2021. In May, the
government banned mining on the grounds that
it is contrary to the country’s sustainability goals.
In September China enacted the full ban: The
PBoC issued a statement saying that trading any
kind of digital asset would now be prohibited for

both Chinese citizens and companies9. Because
converting crypto to fiat currencies wal already
banned, as well as mining and ICOs, all cryptocurrency activities became effectively banned. Nine
of the country’s authorities, most notably the
Supreme Court and securities regulators, signed
on to turn the ban into a law.

Figure 1 | Timeline of the Regulatory Debate in China

2013

2017

2019

The government
recognizes cryptocurrencies as virtual
property, but prohibits
its use for transactions.

ICOs become
Illegal and there
are orders to close
local crypto
exchanges

Access to all domestic
and foreign cryptocurrency and ICO websites
are blocked.

2021

In May, they banned
mining and, in september,
they announced a broad
ban on cryptoassets

Source: Made by the author

One of the regulators’ main justifications for

threatening the sovereignty and financial stabi-

this approach is price volatility. This concern

lity of the country. President Xi Jinping also

always existed and motivated all actions

highlighted concerns about environmental and

against the market in China. However, it gained

illicit activities, which have historically been a

momentum in April this year after Bitcoin

problem in the country. China is among the top

reached USD 60,000, only to drop 40% in two

five countries receiving the most illicit funds

months. Authorities also claim that the decen-

through cryptocurrencies across all major types

tralized nature of cryptocurrencies encourages
the population to circumvent the country’s capital controls, which prevents the Chinese from
converting more than 500,000 Yuan in a year ,
10

9

of cybercrimes11. This may merely reflect the
size of the Chinese market, but it has drawn the
attention of the authorities as they claim it
influenced the decision making process.

ISTO É: DINHEIRO. 2021 China proíbe bitcoin (China bans Bitcoin). Available at: https://www.istoedinheiro.com.br/china-proibe-bitcoin/.

Accessed on: October 1, 2021.
10

SCMP. China’s bitcoin crackdown: what’s next for the original cryptocurrency?

Available at: https://www.scmp.com/tech/big-tech/article/3141253/chinas-bitcoin-crackdown-why-it-happening-and-whats-next-original.
Accessed on: October 1, 2021.
11

CHAINANALYSIS. 2021a. ibid.

The bans already had consequences, especially
in the case of mining, since the country was
responsible for 65% of its operation in 202010.In
the case of the complete ban in september, the
most immediate effect was Bitcoin's price falling
almost 10% shortly after the announcement .
However, it is worth focusing on the reactions
regarding mining because it brought the almost
immediate effect of reconfiguring the market.
Soon after the ban, the three provinces responsible for most of the cryptocurrency mining in China,
(they shared 80% of the computing power used in
the activity), decided to close their "mining farms.”
Thus, large operations traded China for the US and
Central Asian countries, which caused a sharp
drop in mining capacity at first, resulting in losses
for the market14.

the market will continue to be concentrated

Some see the exodus as positive in the mid to
long run: The reduction of geographic concentration would make the market less vulnerable to a
single country's regulatory endeavors15. It is uncertain, though, whether this will happen or whether

growth. There is an additional contribution to the

12

13

elsewhere. Data from October indicate that three
countries now take up the same 65% that China
previously held, with the USA reaching 35.4%,
whereas at the beginning of the year, it held
16.8%16. Despite uncertainty regarding whether
there will be a representative decrease in geographic concentration, expectations remain positive,
because it is already an improvement over a
scenario in which a single country's regulatory
change had a disproportionate impact on results.
China’s regulatory trajectory stands out, therefore, because it takes place in one of the most
relevant markets regarding operating volume and
infrastructure, and because of linear trajectory,
always in the direction of hampering market
debate: it represents the most repressive regulatory approach possible. Once the opposite scenario is understood, both can thought of as “measurement reference” to the international debate.

CHAINANALYSIS. 2021a. ibid.
EXAME. 2021. Cinco razões para o preço do bitcoin permanecer abaixo de US$ 50 mil (Five reasons for Bitcoin’s stagnation below

US$ 50 thousand). Available at:
https://exame.com/future-of-money/cinco-razoes-para-o-preco-do-bitcoin-permanecer-abaixo-de-us-50-mil/
Accessed on: October 13, 2021.
14

RAUCHS, M. 2021. Geographic shift - News & insight - Cambridge Judge Business School.

Available at: https://www.jbs.cam.ac.uk/insight/2021/geographic-shift/. Accessed on: October 13, 2021.
PYMNTS. 2021. US Now Claims Bitcoin Mining Crown.
Available at: https://www.pymnts.com/cryptocurrency/2021/us-now-claims-bitcoin-mining-crown/. Accessed on: October 13, 2021.
15

COINDESK. 2021. Bitcoin, Ethereum, Crypto News and Price Data.

Available at: https://www.coindesk.com/3-reasons-why-chinas-bitcoin-crackdown-isnt-all-that-bad/. Accessed on: October 13, 2021.
16

RAUCHS, M. ibid
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II. SINGAPORE
Singapore is, perhaps, the leading example in
crypto regulation, having been cited as benchmark by countries discussing their own
frameworks. The Asian city-state has become
one of the main crypto hubs, with local authorities attributing the results directly to the regulatory structure built in previous years. Besides a
pioneering spirit, legislation is marked by objectivity and an attempt to simplify a sector marked
by complexity.

context of a larger goal of becoming a "smart

They built this regulatory framework in the

serves as reference for the rest of the analysis.

nation”, which included plans to encourage new
investments through actions like providing greater clarity about how the cryptoassets market
would in the city-state17. Given that regulation
in Singapore is more advanced, it can be used
as a comparative benchmark opposite China to
help

position

countries

still

building

their

projects. The table below highlights the main
points of the country’s regulatory framework and

Figure 2 | Highlights of Singapore's Regulatory Framework
Situation in Singapore

Category
Regulator

Central Bank (MAS).

Legal Status

Classification by use: Tokens can be understood as securities,
payments method, commodities, services, or hybrids.
They are not legal tenders.

Type of regulation

Adaptation of existing laws to accommodate cryptoassets: the Payment
Systems Act (PSA) and the Securities and Futures Act (SFA).

Custody

Authorized and regulated within pre-existing PSA
and SFA mechanisms.

Payment

Authorized and regulated by the updated PSA.

Trading

Authorized and regulated by SFA mechanisms.

ICO

Authorized and regulated by SFA mechanisms.

Mining

Not regulated.

AML/CFT18

In effect.

Source: Made by the author.

17

CHUA, T. 2021. Blockchain 2021:Global Practice Guides. Available at:

https://practiceguides.chambers.com/practice-guides/comparison/640/6894/11260-11264-11274-11280-11287-11292-11295-11299-11302
Accessed October 5, 2021.
18

Legislation against money laundering and terrorism financing.
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The first highlight in Singapore’s regulatory
landscape is the focus on the activity: the cryptoasset’s legal status is based on its use. Once they
are legally classified, they are governed by
current legislation, which, at most, has been
adapted and updated to encompass some of the
sector’s specificity. A new, specific, regulatory
framework was not created. Concerning governance, the country has defined the existence of a
digital assets market and delegated responsibility
exclusively to the local Central Bank (MAS), which
must verify the compliance of the institutions to
the corresponding legislation19.
Regarding legal status definition, the result is a
case-by-case policy. The digital asset can be
classified into any asset category depending on
what it is being used for. It can be a security, a
commodity, a payment method, a utility, or more.
ICOs and securities tokens, for example, are regulated under the Securities and Futures Act. Cryptocurrencies are defined as digital tokens for
payment and, therefore, must follow the Payment
Services Act. In all cases, MAS is the supervisor20.
It also comes to the attention that, even though
Singapore actively seeks to be a crypto hub and
is favorable to its development, it opted to not
consider digital assets as legal tender and imposed strict measures against money laundering
and terrorist financing within its payment and
securities legislation. Notably, although they are
not legal tenders, they can be used for payments
as long as both parties agree. Given that a range

of activities are authorized and regulated (custody, trading, payments, issuance, etc.), this is in
line with the goal of ensuring legal certainty,
financial stability, and a favorable environment for
new investments.
The previously described behavior is particularly relevant because it indicates that a market-promoting approach is not synonymous with lenience. The idea is precisely that regulation should be
rigid to mitigate risks and more flexible in processes that induce innovation. In August, a local case
provided an example of this logic being put into
practice: The company Binance had its authorization to offer services in Singapore suspended by
the MAS for infringing the rules of the payments
system. Also in 2021, MAS proposed the Omnibus
Act, which intends to expand the scope of
anti-money laundering and anti-terrorist financing
requirements to mandate that every institution
with relevant operation in the Singapore follows
the same regulatory standards when operating
overseas21.
The combination of all the efforts described
points to a comprehensive and pragmatic
framework that inserted cryptoassets into the
existing body of regulation by accommodating
their activities. We analyze other cases in reference to this experience and the Chinese ban. This
choice does not mean that Singapore’s regulatory
framework is right and better than others, only
that it can serve as an anchor to identify trends in
those whose debate is still developing.

19

CHUA, T. ibid.

20

CHUA, T. ibid.
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CHUA, T. ibid.
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2. The International Scenario
Unlike China and Singapore, there are countries
in which regulatory debates are less clear or
changing fast, either because the main stakeholders have opposite views on which path to follow,
or because they do not know what should be
done once the decision to regulate is made, or
even because of the emergence of new developments in the market that demand a reaction in the
domestic market. We look into the cases of India,
Australia, Japan, and El Salvador. They have the
fact that multiple discussions have occurred in a
short time frame in common, but their approaches to the debate vary. In some cases, the directions they take may affect the inherently global
market. Their contexts are:
• India is discussing a new law proposition
and there is uncertainty whether the outcome will be a ban equivalent to China, or a rigid
but more market-friendly one that started
being considered more recently.
• In the US, President Joe Biden announced
an infrastructure plan including the taxation
of cryptoassets. He also nominated people

considered to be resistant to the market to
preside over regulatory institutions.
• Australia has a committee is focused on
developing a regulatory framework for the
crypto market later this year with the explicit
intention of making the country a regional hub
in order to keep technology-related jobs in the
country.
• In Japan, stablecoins, DeFi protocols, and
cyberattacks have motivated a debate regarding the need to tighten the already-established regulatory environment.
• El Salvador implemented a law that defined
Bitcoin as legal tender. The law mandates that
all commercial establishments with access to
the internet starts accepting Bitcoin as a
payment method.
Examining these countries' regulatory movements helps us understand both each of their
national market conditions as well as the big picture of the international regulatory debate: that it is
not linear, uniform, or simple.

I. INDIA
India has been strongly pursuing the digitalization of its financial system through initiatives
such as the Aadhar digital identity project and
the UPI instant payment platform, the precursor
and Indian equivalent of Brazil’s Pix. Nonetheless,
India has a complicated regulatory history with
the cryptoassets market. In April 2018, for example, the country’s central bank (RBI) banned all
banks and financial institutions from offering
transactions in cryptocurrencies on the grounds

22

that they were widely used for illicit activities. In
2019, the Indian government attempted to pass a
blanket ban (similar to the one recently implemented in China) after the recommendation of its
committee dedicated to the study of fintechs22.
Unlike China, however, the path of the regulatory
debate has not been homogeneous: the Supreme Court intervened in both attempts to restrict
the market, effectively reversing the bans.

FINANCIAL EXPRESS. 2021. Why the crypto community in lndia is bullish even as the government delays regulation. Available at:

www.financialexpress.com/money/cryptocurrency-future-in-india-why-crypto-community-is-bullish-as-modi-govt-delays-regulation/23062/.
Accessed on: October 1, 2021.
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The pressure did not stop, though, as the
government and regulators maintained their
intention to restrict the market and made another
move in this direction in early 2021. They drafted
a law with the intent to impose a blanket ban on
the market. The goal was to prohibit issuing,
mining, holding, trading, and transacting cryptoassets. If adopted when it was presented, it
would have become the strictest thus far, since
the Chinese ban would only be enacted in September. The Indian finance minister denied that
the ban would be complete, reassuring it would
be targeted and ensure enough room for the
market to explore blockchain and crypto technology in the country23.

tioned speech by the country’s financial minister

In practice, crypto exchanges continued facing
difficulties to access financial services. In July,
the president of the RBI clarified that the their
position remained the same24 and that they
intended to accelerate the project for a central
bank digital currency to be able to introduce the
e-rupi by the end of the year and use it as a
substitute for cryptocurrencies and stablecoins25. There have even been suggestions that
virtual currencies should be banned in the wake
of the e-rupi launch allowing only a transition
period so Indians could convert private currencies into the CBDC. Despite this rather reactive
tone from the Central Bank, the previously men-

aforementioned regulatory pendulum. If, since

23

suggests other parts of the government intend to
tone down the prohibitionist stance.
So, even though the RBI maintains that it has
"serious and important concerns about cryptocurrencies with respect to financial stability26,”
the government has signaled that it intends to
compartmentalize regulation by use cases. If this
version of the proposal (which has not been
made public) goes forward, the RBI will have
room to act on its financial stability concerns
without having to resort to a blanket ban that
inhibits other activities from developing27.
Thus, India is operating inside the logic of the
2018, the country has been close to banning the
market in a China-like movement, its legal system
systematically overturned such initiatives. Since
September, there has been some indication that
the government’s approach may change. Nonetheless, a side-by-side analysis of the Indian
proposal with Singapore’s framework shows that
the country is still resisting the market, even if it
opts for tough regulations instead of a comprehensive ban. It remains restrictive because
proposed regulation revolves around controlling
the market and part of its activities, not ensuring
the conditions for its growth.

EXAME. 2021. Índia quer proibir circulação de criptomoedas. Mas isso é realmente possível? (India wants to ban cryptocurrencies. But is it

really possible?) Available at:
https://exame.com/future-of-money/regulacao/india-quer-proibir-circulacao-de-criptomoedas-mas-isso-e-realmente-possivel/#:~:text=%22C
aso%20the%20prohibition%C3%A%C3%A3o%20be%20imposed,use%20for%20washing%20of%20money. Accessed on: October 1, 2021.
24

COINDESK. 2021. India may have quietly shown its hand on crypto regulation. Available at:

https://www.coindesk.com/policy/2021/07/01/india-may-have-quietly-shown-its-hand-on-crypto-regulation/ Accessedon: October 3, 2021.
25

CNBC. 2021. India could begin trials for a digital rupee by December, central bank governor says. Available at:

https://www.cnbc.com/2021/08/27/india-central-bank-rbi-digital-rupee-trials-could-begin-by-december.html. Accessed on: October 5, 2021.
26

MONEY CONTROL. 2021. Crypto exchanges hopeful of a middle ground on regulation even as RBI Guv raises red flag. Available at:

https://www.moneycontrol.com/news/business/cryptocurrency/crypto-exchanges-hopeful-of-a-middle-ground-onregulation-even-as-rbi-guvraises-red-flag-7450831.html. Accessed on: October 5, 2021.
27

ECONOMIC TIMES. 2021. Govt plans to bring a bill, cryptocurrencies to be treated as commodity. Available at:

https://economictimes.indiatimes.com/markets/cryptocurrency/virtual-currencies-govt-plans-to-bring-a-bill-cryptos-to-be-treated-as-commo
dity/articleshow/85886012.cms. Accessed on: October 5, 2021.

12

Figure 3 | Structure of the Regulatory Debate in India Versus Singapore
Category

Situation in India
until August 2021

Situation in India as
of September 2021

Situation in
Singapore

Regulator

None. The goal was to
promote a blanket ban.

The proposal did
not specify.

Central Bank (MAS).

None. The goal was to
promote a blanket ban

Proposal to sort
by technology:
commodities/digital assets

Classification by use:
Tokens can be understood
as securities, payment
method, commodities,
services, or hybrids.
They are not legal tenders.

Type of
regulation

None. The goal was to
promote a blanket ban

Proposal to create
a specific regulatory
framework for
cryptoassets determining
rules for each use case.

Adaptation of existing
laws to accommodate
cryptoassets: the
Payment Systems
Act (PSA) and
the Securities and
Futures Act (SFA).

Custody

The goal was to
promote a blanket ban.

Not regulated.

Authorized and regulated
within pre-existing PSA
and SFA mechanisms.

Legal status

Payment

The goal was to
promote a blanket ban.

Not regulated, but the
recommendation
is prohibition.

Trading

The goal was to
promote a blanket ban.

Not regulated.

Authorized and
regulated by
SFA mechanisms.

ICO

The goal was to
promote a blanket ban.

Not regulated.

Authorized and
regulated by
SFA mechanisms.

Mining

The goal was to
promote a blanket ban.

Not regulated.

Not regulated.

Not applicable in the
case of a blanket ban

Not regulated.

In effect.

AML/CFT

Authorized and regulated
by the updated PSA.

Source: elaborated by the author
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II. AUSTRALIA
Like India, Australia does not have a regulatory
framework for cryptocurrencies yet and is debating the issue in a legislative committee whose
recommendations have been reported in
October. The committee was originally set up in
2019 to discuss fintechs and regulatory technologies but, in March 2021, the government decided to extend its scope to include cryptoassets
as a topic of discussion. The Australian approach, however, bears no other similarities to the
Indian experience and actually has the opposite
goal: to create an umbrella regulatory framework
to strengthen innovation in the sector so they
retain skilled jobs in the country. This difference
is evidenced by the fact that Australia already
has one-off measures that regulate some activities, while one-off measures in India have only
been tested with prohibitive intentions.
The Australian proposal draws attention
because the employment dimension is not
usually highlighted even in countries that mention the intention to stimulate innovation. Therefore, it is a market-promoting approach that
seeks to make the country a hub beyond the 400
crypto exchanges that are already registered in
the country. They intend to dominate the custody market by capturing USD 1 trillion. Even so,
Australia faces a challenge similar to other coun-

28

tries: the difficulty in defining crypto’s asset
class. The country’s Central Bank (RBA) takes the
position that they should not be considered
currencies because they cannot reproduce
money’s basic functions: medium of exchange,
unit of account, and store of value. So, the country has no intention of defining them as legal
tenders even if it also has no intention of preventing two parties from using them as a payment
method in the case of mutual agreement. They
have shown more concern, however, for stablecoins even if there is neither an Australian dollar-backed stablecoin nor indication stablecoins
are being used as a relevant payment method in
the country.
Nevertheless, the growth of stablecoins in the
US and China, as well as proposals from Australian companies for the private sector and government to partner and launch an australian stablecoin28 have prompted the RBA to investigate the
topic so they can determine the potential risks
and regulatory gaps29. Thus far, their position is
to include control measures for the market
because of its potential systemic risk30. However,
they are still discussing how to do it along with
the implications of a CBDC project as a substitute for stablecoins31.

FINANCIAL REVIEW. 2021. Afterpay calls for a 'stablecoin' policy to cut payment costs. Available at:

https://www.afr.com/companies/financial-services/afterpay-urges-rba-to-create-a-stablecoin-to-cut-payment-costs-20210908-p58pql.
Accessed on: October 3, 2021.
29

RESERVE BANK OF AUSTRALIA. 2021. Submission to the Senate Select Committee on Australia as a Technology and Financial Centre -

July 2021. Available at:
https://www.rba.gov.au/publications/submissions/payments-system/pdf/inquiry-into-australia-as-a-technology-and-financial-centre.pdf.
Accessed on: October 4, 2021.
30

FINANCIAL REVIEW. ibid.

31

PARLIAMENT OF AUSTRALIA. 2021. Select Committee on Financial Technology and Regulatory Technology—Parliament of Australia.

Accessed on: October 4, 2021.
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Although there is no confirmation regarding
what the Australian umbrella regulation will look
like, the committee’s recommendations have
been well-received by the market and created
positive expectations regarding its potential to
promote legal certainty, reduce fraud, and facilitate the growth and development of healthy
companies32. The country appears to be an
example of a collaborative approach like Singapore, which is probably intentional since the
city-state has been singled-out as a positive

32

reference by members of the committee.
In the comparative analysis, it is noteworthy
that Australians intend to regulate mining to
make it more sustainable, and to create a new
category of financial institutions to encompass
the sector. Both initiatives are even more proactive than those developed by Singapore in the
quest to become a crypto hub. According to the
Australian government, this is intentional since:
the aim is to make the country more competitive
than its benchmark33.

INVESTOR DAILY. 2021. Even crypto evangelists are calling for regulation. Available at:

https://www.investordaily.com.au/regulation/49810-even-crypto-evangelists-are-calling-for-regulation. Accessed on: October 5, 2021.
33

CNBC. 2021. Australia on changing laws to accommodate cryptocurrencies. Available at:

https://www.cnbc.com/2021/10/21/australia-on-changing-laws-to-accommodate-cryptocurrencies.html. Accessed on: October 5, 2021.
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Figure 4 | Structure of the Regulatory Debate in Australia Versus Singapore
Situation in Australia

Category

Situation in Singapore

1. A well-structured regulatory
framework is still in development
but impending.
2. There are ad hoc mechanisms
involving multiple regulators, such as
the Australian Transaction Reports
and Analysis Centre (AUSTRAC) and
the Australian Securities and
Investment Commission (ASIC).

Regulator

1. They are mapping various types of
tokens to differentiate them in the
best way possible;
Legal status

2. The Commitee recommended the
creation of a new category of financial
institution: the Decentralized
Autonomous Organizations.

Central Bank (MAS).

Classification by use: Tokens can
be understood as securities,
payment method, commodities,
services, or hybrids.
They are not legal tenders.

Not defined

Adaptation of existing laws to
accommodate cryptoassets: the
Payment Systems Act (PSA) and the
Securities and Futures Act (SFA).

Custody

Not regulated, but the recommendation
is to authorize and regulate.

Authorized and regulated
within pre-existing PSA and
SFA mechanisms.

Payment

Not regulated, but the recommendation
is to authorize and regulate.

Authorized and regulated
by the updated PSA.

Trading

Authorized and regulated
by AUSTRAC.

Authorized and regulated
by SFA mechanisms.

Authorized and regulated by ASIC.

Authorized and regulated
by SFA mechanisms.

Not regulated, but recommendation
is to authorize and regulate

Not regulated.

In effect.

In effect.

Type of
regulation

ICO

Mining
AML/CFT

Source: elaborated by the author
https://www.cnbc.com/2021/10/21/australia-on-changing-laws-to-accommodate-cryptocurrencies.html;
https://asic.gov.au/regulatory-resources/digital-transformation/initial-coin-offerings-and-crypto-assets/;
https://www.coindesk.com/policy/2021/10/21/australian-senate-committee-makes-12-recommendations-for-crypto-regulation/
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III. JAPAN
Unlike India and Australia, which lack a defined
regulatory framework for cryptoassets, Japan is a
pioneer in the debate and began taking action in
2014. Even though it already has a framework, the
country follows the understanding that it must
update and adapt it frequently, given the dynamism of the industry. Japan, then, represents a
more advanced regulatory profile that dates to a
specific event: a major criminal attack in 2014
that became known as the Mount Gox Hack. The
fallout from the case led Japanese authorities to
set up a working group with the goal of proposing
adequate regulation. They implemented their
recommendations in 2016 as an amendment to
the Japanese Payment System Act. At that point,
it became mandatory for institutions in the crypto
market to register with the authorities.

A new major attack in 2018 prompted a strengthening of the country’s regulatory framework,
which became stricter and included Know Your
Client (KYC) measures, in-person inspections,
and anti-money laundering action. They modified
the regulation again in 2019, abandoning the
term virtual currencies in favor of cryptoasset
due to the diversification of functionalities and
products. They also criminalized the practice of
spreading rumors about cryptocurrencies, and
prohibited exchanges from mixing company
funds with that of their clients. These changes
came into effect in 2020 and, soon after, the
government announced a new round of regulatory modernization34.

Figure 5 | Japanese Regulatory Evolution
• System: There was an update to the criteria that define a business as a crypto exchange and to clarify

that banks and their subsidiaries cannot offer the custody of cryptoassets. They also made firms that
offer custody services regulatory equivalents to crypto exchanges, and created stricter rules to guarantee the separation of client and company assets. The former must be held by a third-party while the latter
remains in so-called "cold storage”35. The company can only retain the equivalent of their clients’ resources out of storage.
• Money laundering and KYC protection: Companies, both financial institutions and exchanges, must

demand two unique identification documents from new customers during KYC procedures. That practice
was already common, but the modernization aimed at standardizing and facilitating due diligence.
• Securities: The country's legislation has specific rules for ICOs, as tokens were formally classified as

securities. They also created a self regulatory organization (JVCEA). They also developed new rules for
trading crypto derivatives: companies registered under FIEA, Japan’s capital market legislation, are the
only ones authorized to trade them. Japan also forbid companies from allowing their clients to leverage
their capital more than 2 times their original amount to minimize the amount someone can lose on riskier
trades. The rule is strict, considering that most platforms leverage up to 100 times the original capital.

Source: Made by the author

34
CHAINANALYSIS. 2021b. Japan's cryptocurrency regulation updates: What you need to know.
Available at: https://blog.chainalysis.com/reports/japan-cryptocurrency-regulation-updates-2020. Accessed on: October 5, 2021.

35

Digital vaults, offline stores of the crypto assets that the company holds.
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More recently, two new phenomena affected
regulatory discussions and both are motivated
financial stability concerns: stablecoins and DeFi
protocols. The former is due to the possibility of
them substituting local currency, and the latter,
due to its promotion of disintermediation. In this
context, Japan started debating changes in its
regulatory framework. Regarding stablecoins, the
financial system regulator, the Financial Services

and absorb changes following market
development and demands. In this sense, the
country is a benchmark for those at the
beginning of the process, especially when it
comes to how to adapt to new scenarios. This
position becomes clearer when positioned in
reference to the case of Singapore: Both have
proper direction with corresponding legislation
indicated for almost all categories.

Agency (FSA), created a division to monitor the

However, they have different approaches in some

market but has not defined an operational scope

topics. Singapore started regulating the crypto

yet. The country also followed the paths of other
major economies and started conceptualizing a
CBDC

to

provide

a

public

alternative

to

stablecoins36. The FSA also created a study
group

about

DeFi.

The

group

comprises

regulators, legal experts, academics, and market
players, and aims to devise a regulatory
recommendation group. It is not clear what the
regulation will look like yet.37
A brief analysis of the case shows that
Japanese authorities not only built an organized
regulatory framework, but were able to adapt to

36

market due to an explicit intention to induce
innovation through a proactive stance with the goal
to become a regional hub. Japan, differently,
developed its framework in response to failures, and
changed it over time for the same reason. It is a
more reactive approach, the goal is to correct
problems that harm the consumer and the country’s
financial stability through regulatory mechanisms
that promote clarity and legal certainty. Despite
this, both Singapore and Japan represent more
organized

and

well-defined

regulatory

infrastructures and offer a benchmark and guidance
to countries in earlier stages of the discussion.

REUTERS. 2021. Japan beefs up diplomatic efforts on regulating digital currency. Available at:

https://www.reuters.com/technology/exclusive-japan-beefs-up-diplomatic-efforts-regulating-digital-currency-sources-2021-07-16/.
Accessed on: October 5, 2021.
37

CRYPTO NEWS. 2021. Japanese regulator has NFTs, lEOs in its sights as it eyes more crypto regulation. Available at:

https://cryptonews.com/news/japanese-regulator-has-nfts-ieos-in-its-sights-as-it-eyes-more-crypto-regulation.htm.
Accessed on: October 5, 2021.
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Figure 6 | Structure of the Regulatory Debate in Japan Versus Singapore
Situation in Japan

Category

1. Financial Services Agency of
Japan (JFSA).

Regulator

2. Japan Financial Intelligence
Center (JAFIC).

Legal tender with registration
requirement. It is not mandatory to
adhere

Legal status

Situation in Singapore

Central Bank (MAS)

Classification by use: Tokens can
be understood as securities,
payment method, commodities,
services, or hybrids.
They are not legal tenders.

Type of regulation

Adaptation of existing laws to accommodate cryptoassets: Payment Services Act
(PSA), Financial Instruments and Exchange Act (FIEA), and Act on Prevention
of Transfer of Criminal Proceeds
(APTCP).

Adaptation of existing laws to
accommodate cryptoassets: the
Payment Systems Act (PSA) and the
Securities and Futures Act (SFA).

Custody

Authorized and regulated
by the updated PSA.

Authorized and regulated
within pre-existing PSA
and SFA mechanisms.

Payment

Authorized and regulated
by the updated PSA.

Authorized and regulated
by the updated PSA.

Trading

Authorized and regulated by the FIEA.

Authorized and regulated
by SFA mechanisms.

ICO

Authorized and regulated by the FIEA.

Authorized and regulated
by SFA mechanisms.

Not regulated.

Not regulated.

In effect.

In effect.

Mining
AML/CFT
Source: Elaborated by the author
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IV. EL SALVADOR
El Salvador gained prominence in the interna-

transition goals. The International Monetary Fund

tional debate in september after implementing a

(IMF) highlighted the macroeconomic, financial,

crypto specific legislation in record time. In addi-

and legal issues of such an abrupt move. It also

tion to how fast de legislation went into effect, it

pointed out that it will follow the developments of

gathered attention for defining Bitcoin as legal

the decision closely, as it is negotiating a loan

tender and making it mandatory so that every

with the Salvadoran government. Among the

company with internet access is now required to

experts, Steve Hanke (professor as the economi-

accept the cryptocurrency as payment method.
Although the country’s president claims the main
goal of the decision is to attract companies and
talent, other intentions have been mentioned,
like making international transfers easier, since
they represented 24% of the country’s GDP in
2020, and providing a digital payment alternative
to the unbanked38.
El Salvador exemplifies how countries can
have diametrically opposed strategies when it
comes to building a regulatory framework. The
Salvadoran government, unlike those of Singapore and Japan, approved the "Bitcoin law” in
less than a week and without public multi-stakeholder debates. They based the law solely on a
pilot they had run in the south of the country,
where Bitcoin had been operating as a payment
method for two years. The approval of the law
also received criticism for disregarding the fact
that less than half of the population has access
to the Internet39 and for focusing exclusively on
Bitcoin.

cs department of Johns Hopkins University)
called the move an adventure that would end in
disaster40.
Despite the backlash, the Salvadoran regulation was able to spread the idea of using cryptocurrencies as legal tenders in Latin American
countries, mainly as a way to escape dollarization
and inflation. Panama is preparing a similar but
more flexible

measure in which it intends to

make cryptocurrencies legal tender but without
making participation mandatory. The appeal of
the idea becomes more tangible when one looks
at the data from a chain analysis report that
shows

a

statistically

significant

correlation

between the depreciation of local currencies and
the volume of P2P transactions with cryptocurrencies (Figure 5). Causality cannot be asserted
but the results suggest that the region’s embrace
of cryptocurrencies may be motivated by the
search for a better store of value. Although most
cryptocurrencies do not perform this function
well, some Latin countries may consider it safer

The law, therefore, generated very negative

than local currencies. It is the case of Venezuela,

reactions from the international community of

where hyperinflation has wiped out the store of

experts and organizations. The World Bank poin-

value

ted out that it goes against environmental and

Bitcoin relatively better for the purpose.

38

function of the local currency, making

INSTITUTO PROPAGUE. 2021b. Bitcoin será moeda oficial em El Salvador, entenda riscos e benefícios esperados com a criptomoeda

(Bitcoin will become official currency in El Salvador, understand expected risks and benefits). Available at:
https://institutopropague.org/noticias/bitcoin-sera-moeda-oficial-em-el-salvador-entenda-riscos-e-beneficios-esperados-com-a-criptomoeda/.

Accessed on: October 4, 2021.
39

INSTITUTO PROPAGUE. 2021b.ibid

40

INSTITUTO PROPAGUE. 2021b.ibid
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Figure 7 | Correlation between the Volume of Cryptoactive P2P Transactions
and the Exchange Rate of the National Currency to the Dollar

Spearman's coefficient of confidence

(July 2019 – July 2020)
0,8
0,6

0,76
0,53

0,4

0,43

0,2
0,0

Argentina

Uruguay

Colombia

0,38

Chile

Source: https://go.chainalysis.com/2020-geography-of-crypto-report.html

The beginning of the Salvadoran experience has
been difficult, with technical glitches in the country’s official digital wallet, and the price of Bitcoin
dropping immediately after the country's president announced that he had purchased 150
bitcoins to reach a total of 55041. Within days, the
USD 30 worth of Bitcoin that every Salvadoran
received to encourage participation decreased in
value to USD 2642. If the transaction had been
made a little bit sooner, the effect would have
been the opposite. The population did not
understand this dynamic very well and organized
protests to overturn the law.
The case of El Salvador exemplifies that having

41

a regulatory framework does not necessarily
generate positive results if it is built quickly and
with relevant gaps in the understanding of how to
operate it. The case differs greatly from approaches such as that of Singapore, where the regulatory framework was built gradually and in constant debate with the market and civil society to
accommodate the needs of everyone and promote the sector. In short: how regulation is built and
implemented matters. Nonetheless, the country’s
motivations cannot be dismissed and are relevant
to the Latin American regulatory debate, which is
driven more by issues such as inflation and dollarization than the rest of the world.

O GLOBO. 2021. Em dia que El Salvador lança bitcoin como moeda oficial, cotação cai 17% (Bitcoin drops 17% on the first day

as El Salvador’s official currency). Available at:
https://oglobo.globo.com/economia/em-dia-que-el-salvador-lanca-bitcoin-como-moeda-oficial-cotacao-cai-17-25188018.
Accessed on: October 4, 2021.
42

EL PAÍS. 2021. O criptoSalvador, os primeiros dias de um país experimento. Available at:

https://brasil.elpais.com/economia/2021-09-12/o-criptosalvador-os-primeiros-dias-de-um-pais-experimento.html.
Accessed on: October 5, 2021.
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Figure 8 | Structure of the Regulatory Debate in El Salvador Versus Singapore

Category

Situation in El Salvador

Situation in Singapore

Regulator

Central Reserve Bank of El Salvador
(BCR) and Superintendence of the
Financial System (SSF).

Central Bank (MAS).

Legal status

Bitcoins is legal tender and
adhesion is mandatory.

Classification by use: Tokens
can be understood as securities,
payment method, commodities,
services, or hybrids.
They are not legal tenders.

Specific regulation that ensures
the authorization and regulation of
market activities.

Adaptation of existing laws to
accommodate cryptoassets: the
Payment Systems Act (PSA) and the
Securities and Futures Act (SFA).

Custody

Authorized and regulated
by the Bitcoin law.

Authorized and regulated within
pre-existing PSA and
SFA mechanisms.

Pagamento

Authorized and regulated
by the Bitcoin law.

Authorized and regulated
by the PSA update.

Trading

Authorized and regulated
by the Bitcoin law.

Authorized and regulated
by SFA mechanisms.

Not regulated.

Authorized and regulated
by SFA mechanisms.

Mineração

State action.

Not regulated.

AML/CFT

In force.

In effect.

Type of regulation

ICO

Source: Elaborated by the author
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V. USA
Another country that attracted attention was

ne involved in the market receives full, accurate,

the US. The country does not have a specific

and balanced information to evaluate where they

federal regulation. Existing measures are isolated,

are putting their money. He has even said that

uncoordinated, and have been taken by regula-

the market resembles a Wild West and the assets

tors on multiple fronts. They started discussing

should be classified as a securities so they enter

the topic more systematically in 2021, and this

the SEC regulatory umbrella45.

immediately attracted the attention of the international community due to the US being the
world’s largest economy and one of the largest
cryptoassets markets. Their movement towards
regulation, therefore, is perceived as highly
relevant. The context, however, does not vary
much from that of other countries. A specificity of
the American context is that the debate gained
traction in a period of government transition, and
one that resulted in appointments of market-resistant specialists to run regulatory bodies.
Saule Omarova, Biden’s original choice to the
Office of the Comptroller of the Currency (OCC),
which regulates banks, for example, believes
crypto disrupts the financial system and must be
controlled . This indicates that, the OCC could
43

change direction, considering that the institution

Gensler himself admits that moving in this
direction has obstacles because not every cryptoasset qualifies as security even though most
do. This has led to senators resisting SEC's
requests46. Even so, the SEC has sought to increase its power and prevent products that operate
in regulatory limbo from growing without oversight, such as DeFi protocols. However, what regulation will look like is still nebulous, with the
debate still at the stage of defining whether to
regulate and how to define the object that has to
be regulated.
This difficulty appeared in discussions other
than the one promoted by the SEC. In September, the Federal Reserve and the Treasury
started focusing on stablecoins due to them
being closer to actually exercising the functions

came out in favor of authorizing the custody of

of money and the potential risk of bank runs simi-

cryptoassets in july 2020, effectively authorizing

lar to what happened to money market funds

it44. In another example, Gary Gensler, from the

during the 2008 crisis. Another concern is the

Securities and Exchange Commission (SEC)

increasing use of stablecoins for transactions

asserted that cryptoassets are highly speculative

equivalent

reserves of value and not mediums of exchange,

without the same protection mechanisms to the

requiring strong regulation to ensure that everyo-

customer. Considering this context, the FED

to

traditional

financial

products

43

Her position still needs to be confirmed by the U.S. Senate for her to take office and there has been resistance.

44

OFFICE OF THE COMPTROLLER OF THE CURRENCY. 2020. Interpretive Letter 1170, Authority of a National Bank to Provide Cryptocurrency

Custody Services for Customers. Available at:
https://www.occ.gov/topics/charters-and-licensing/interpretations-and-actions/2020/int110.pdf. Accessed on: October 15, 2021.
45

THE ECONOMIST. 2021. The SEC sets its sights on the crypto "Wild West.” Available at:

https://www.economist.com/finance-and-economics/2021/0/0/the-secrets-its-sights-on-the-crypto-wild-west. Accessed on: October 15, 2021.
46

EXAME. 2021. SEC quer obrigar registro de exchanges e compra briga com Coinbase (SEC wants to mandate registration for crypto

exchanges and picks a fight with Coinbase). Available at:
https://exame.com/future-of-money/sec-quer-que-registros-de-exchanges-e-compra-briga-com-coinbase/ Accessed on: October 13, 2021.
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announced it expects to define measures to regu-

presented but it did not advance in the House of

late them in the coming months and, in parallel,

Representatives. Currently, there are only public

to participate more actively in the CBDC debate

statements from regulators, senators and repre-

that they have been reluctant to join48.

sentatives regarding the importance of doing so.

47

Ultimately, the core of their debate is: (i) whether stablecoins can be defined as traditional
financial products that must abide by all of their
current regulations in addition to new and specific
ones, and (ii) how to design a digital dollar project
that competes with stablecoins, minimizes systemic risks, and does not impact the position of the
dollar as a global currency.
The obstacles faced by the US resonate with
Singapore’s regulatory framework and India’s
proposal that regulation should be compartmentalized to avoid "one-size-fits-all" solutions for
products and services that are so diverse in
nature and application. In general, the American
debate is vague and in its early stages, resulting in
lack of clarity, with only a perception that the
market needs stricter rules that are specific to its
activities to protect users and the financial

The US may be in the early stages of debating
a coordinated regulatory framework, but regulators have already taken multiple ad hoc actions49.
The country’s federalist structure accommodates
the existence of multiple state laws related to the
crypto market. In general, the difficulty is that
these actions go in opposite directions depending
on who takes them, and/or are judicialized. One
example is the case of ICOs. From time to time,
the SEC goes to court, seeking to classify an ICO
as a security to apply its regulatory framework.
This situation maintains a scenario of legal uncertainty because the need to comply to SEC's requirements depends on the judicial decision, and the
results are not predictable50. A relevant outlier is
the discussion of anti-money laundering and
terrorist financing, which is well-defined and

system properly. An example of this vagueness

regulation is in effect. In the US, cryptoassets are

and lack of structure is the lack of formal, organi-

subject to the Bank Secrecy Act and the Patriot

zed proposals for us to compare to the

Act and are under the supervision of the Financial

benchmark. In 2020, a Crypto-Currency Act was

Crimes Enforcement Network (FinCen).

47

PYMNTS. 2021. Stablecoins: US preps digital currency framework. Available at:

https://www.pymnts.com/cryptocurrency/2021/stablecoins-under-the-microscope-as-us-preps-digital-currency-framework/.
Accessed on: October 13, 2021.
48

INSTITUTO PROPAGUE. 2021c. Emissão de dólar digital deve levar anos, segundo FED (Digital dollar should take years, according to

FED) . Available at:
https://institutopropague.org/noticias/emissao-de-dolar-digital-deve-levar-anos-segundo-fed/. Accessed on: October 14, 2021.
49

Current ad hoc mechanisms involve multiple regulators, such as the Securities and Exchange Commission (SEC), Financial Crimes

Enforcement Network (FinCEN), Commodity Futures Trading Commission (CFTC), and Office of the Comptroller of the Currency (OCC).
See: https://www.coinfirm.com/crypto-regulations/us-crypto-guide/
50

See: https://www.ccn.com/judge-slaps-down-sec-attempt-to-label-ico-token-as-security/
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3. Trends
Throughout the analyses, we see a divergent
debate, so one needs to seek objective criteria to
evaluate the state of regulation in each country
and make it easier for others to understand the
trends. This is the goal of the table below, that
represents the main activities in a crypto market
and whether each country has already implemented regulation, if there is one in progress, or
if it does not have any. In the case of having
regulation, red indicates prohibition, and green

authorization. Countries that regulate more than
half of the activities are considered to be advanced in regards to the crypto regulation debate. If
they have less than half of activities regulated
but exceed this metric when considering projects
that are in progress, we consider an intermediate
stage. Lastly, those that do not have more than
half of activities regulated or ongoing have their
debate classified as initial.

Figure 9 | Categorization of the International Regulatory Debate
Category/
Country

China

Singapore

India

Australia

Japan

El Salvador

USA

Custody

Regulated

Regulated

In Progress

In Progress

Regulated

Regulated

Regulated

Payment

Regulated

Regulated

In Progress

In Progress

Regulated

Regulated

Not
Regulated

Trading

Regulated

Regulated

In Progress

Regulated

Regulated

Regulated

Not
Regulated

ICO

Regulated

Regulated

In Progress

Regulated

Regulated

Not
Regulated

Not
Regulated

Mining

Regulated

Not
Regulated

In Progress

In Progress

Not
Regulated

Estatal

Not
Regulated

AML/CFT

Not
Applicable

Regulated

In Progress

Regulated

Regulated

Regulated

Regulated

Source: Made by the author

Despite having opposite approaches, countries
like India and Australia are both at the intermediate stage. Australia is a bit more advanced
because it already regulates ICOs and trading. As
previously stated, Australia has a more market-promoting stance, while India has a very reactive one, even if it has toned down the prohibitionist argument. Nonetheless, both remain at

discourse level. They help us understand trends,
like Australia possibly becoming increasingly
attractive to the market, and India maybe creating some room for the development of the
market relative to what was previously possible.
However, from the objective perspective of
current regulation, one can only state that their
projects are being considered by the legislature.
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When it comes to countries in this intermediate
stage, it is important to highlight that crypto
regulation is unlike other similar industries
because there are no well-defined stages: there
is no predictable logic or cycle that makes it easy
for someone to anticipate the next step. Some
countries start with a prohibitive approach and
become more flexible with time (India), others
make the regulation more restrictive as new
shocks demand stronger action (Japan). This
changing behavior suggests that until regulation
is approved and in effect, there is no guarantee
that the most current discourse will follow a linear
trajectory over time.

having very different motivations, have solid

The same pattern can be found among countries with advanced regulation: approaches
towards the market vary but all of them have an
organized environment for stakeholders to make
their investment and operation decisions. Singapore and Japan are the most established of the
analyzed cases because their regulation is older
than El Salvador’s, whose Bitcoin law is a couple
of months old. China, on the other hand, has
offered clarity to the market, but by determining
a complete ban on activities that has already
spilled over, as exemplified by the exodus of
miners.

tries have advanced regulatory debates and offer

The trends, as in the Australian and Indian
cases, are dependent on national contexts.
China tends to double down on the ban with a
strong enforcement policy, and continue to bet
on CBDCs, a project in which it is the international front-runner. Singapore and Japan, despite

been compared to the Wild West by the current

regulatory

environments

that

provide

legal

certainty to the market and, in that sense, may
be (or soon become) central crypto hubs. El
Salvador, on the other hand, does not have a
clear

trend

despite

having

a

regulatory

framework to guide decision making processes.
The speed between the proposal and approval of
Bitcoin Law, its fragile AML/CFT mechanisms,
and the unexpected decision to make Bitcoin
legal tender with mandatory participation created a level of uncertainty that mostly nullified the
predictability benefits of having a regulation in
effect. Despite their differences, all four counenough information and legal resources for those
who want to participate in the market.
Lastly, only the U.S. is in the very early stages
of the crypto regulation debate. Although the
country has multiple unilateral actions and litigation cases opened by regulators, there are no
formalized legislative proposals for a federal
crypto regulation. The American debate is quite
recent and resulted in multiple statements by
regulators and legislators, but not in proposals in
the House of Representatives or Senate. The
situation is so alarming that the market has even
chairman of the SEC. However, despite this early
stage of the debate, it tends to become more
organized and formalized fast, especially with
SEC, OCC, and the FED signaling they will push in
this direction, as well as some legislators.

Figure 10 | Categorizing the international debate
Category/
Country

China

Singapore

India

Australia

Japan

El Salvador

USA

Stage

Advanced

Advanced

Intermediate

Intermediate

Advanced

Advanced

Initial

Fonte: Made by the author
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And where is Brazil? There have been legislative projects aiming at crypto regulation since
201551. The most recent ones are PL 2.060/2019
and PL 4.207/2020. The former focuses on creating a legal regime for cryptoassets, and the
latter adds financial crimes to the discussion52.
Additionally, the Central Bank issued a communication in 2017 to clarify the risks of operations
with virtual currencies and to explain that they
could not be confused with the electronic
currencies defined in the payments market regulation. Also, Brazil’s Receita Federal (the country’s
IRS) issued normative 1.888/2019 determining
that every crypto exchange would be mandated
to report clients with transactions above R$30
mil. After the merger of projects in April and May,
the representatives sent them to the Comission
of Economic Affairs.The highlights of the project
are: that the Central Bank and CVM (Brazil's SEC
equivalent) should both be responsible for determining regulatory requirements, that crypto
exchanges should be required to request operating licenses to curb money laundering and terrorist financing, and that ICOs should have specific
rules and supervision.

The Central Bank andd CVM have since stated
some of their demands publicly, such as dropping
the anonymity of transactions to ensure compliance with anti-money laundering and terrorist
financing53. The Central Bank also stated that
regulation should have a more macro approach,
and not focus on categorizing each type of virtual currency. The starting point should be the
understanding that cryptocurrencies are part of
an ecosystem embedded in the data economy,
which is inherently fast-moving and needs smart,
legislation54. This statement suggests, for example, that a solution based on use cases is compatible with the reasoning of Brazilian authorities.
Regardless, the explicit search for coordination
between BCB and CVM suggests a less tumultuous debate about attributions. Even with coordination being a priority, the President of the
Central Bank stated in October that the first
regulatory movements would be focused on
investment due to the low representation of
crypto in payments55. Considering the entire
Brazilian context, we can include it on the table.

PL 2.303/2015, for example, sought to place virtual currencies within the mandate of the Central Bank, but did not make any progress.

51

In April 2021 it was merged with PL 2.060/2019 and PL 4.207/2020 for joint consideration
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cryptoassets). Available at: https://exame.com/future-of-money/regulacao/arthur-lira-determina-juncao-de-projetos-de-lei-sobre-criptoativos/.
Acessed on: October 15, 2021.
INFOMONEY. 2021. Condição de anonimato "não será opção" na negociação de criptoativos, diz diretor do BC (Anonymity "will not be an

53

option" in cryptoasset trading, says Central Bank director). Available at:
https://www.infomoney.com.br/mercados/condicao-de-anonimato-nao-sera-opcao-na-negociacao-de-criptoativos-diz-diretor-do-bc/.
Accessed on: 15 de outubro de 2021.
INVESTING. 2021. Banco Central e CVM estão discutindo regulação de criptomoedas, diz Campos Neto (Central Bank and CVM are discussing

54

cryptocurrency regulation, says Campos Neto). Available at:
https://br.investing.com/news/cryptocurrency-news/banco-central-e-cvm-estao-discutindo-regulacao-de-criptomoedas-diz-campos-neto-907919
Accessed on: October 15, 2021.
EXAME. 2021. Presidente do BC: criptomoedas serão reguladas primeiro como investimento (Central Bank President: cryptocurrencies will be

55

regulated first as investment). Available at:
https://exame.com/future-of-money/presidente-do-bc-criptomoedas-serao-reguladas-primeiro-como-investimento/.
Accessed on: October 15, 2021.

27

Figure 11 | Categorizing the international debate including Brazil
Category/
Country
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Fonte: elaboração própria.

The conclusion is that Brazil is at an intermediate stage, closer to India than Australia, as no
activity has already been regulated. Like both,
Brazil has projects under the scrutiny of the
legislature as well as statements and guidelines
provided by the regulators that will become
responsible in case representatives approve the
project. Looking at the country’s approach and
proposals, the first apparent trend is that Brazil
fits into the broader international scenario that
the market will have no choice but to adapt to

regulation in the short run. The main goals wil be:
guaranteeing consumer protection, increasing
financial stability, correcting information asymmetry, and using CBDCs to compete with stablecoins. The uncertainty lies in the selection of
regulatory instruments and their respective
outcomes, which will need follow-ups. Looking
for inspiration in the successes and mistakes of
countries with more advanced crypto regulation,
like Japan, Singapore and El Salvador, may be the
path to a less turbulent and more favorable
outcome for the Brazilian market.
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