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Bitcoin dead? Again?
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1. Cryptocurrencies

o Benefits: 
• financial inclusion
• cross-border payment services 

o Concerns:
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International Financial Plumbing or 
6-Stages of a Cross-border Payment
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Source: Financial Times
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1. Cryptocurrencies

o Benefits: 
• financial inclusion
• cross-border payment services 
• competition in financial sector

o Concerns:
• financial stability 
• consumer and investor protection
• market integrity and money laundering
• tax evasion
• terrorism financing
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1. Cryptocurrencies - Challenges for regulation

o Blurred physical, digital and legal borders

o ‘Whether’, ‘what’, and ‘how’ to regulate

o Reasons for regulation:
• China, India: capital controls and environmental impact
• United States: use for illicit activities
• Europe, Korea, and Japan: risks to financial stability  
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Unprecedented raise of the price/market capitalisation
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2. Forward guidance

o Interventions of various supervisors and regulators

o Interventions drove asset prices down preventing 
destabilizing bubbles
• the FSB: crypto-assets do not pose a material risk to 

global financial stability at this time

o Tools: mostly warnings, programmatic statements and 
declarations of intent
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2. Forward guidance
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2. Forward guidance

o Factors determining the (potential) impact of a statement:
• the importance of the actor for financial markets 
• the size of the respective national or regional market
• the novelty of the announcement
• the character of the announcement, e.g. warnings, 

regulation
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2. Forward guidance

o Why have the statements and declarations been effective?

• The technology has not changed

• Indirect regulation through intermediaries

• Connection to the real economy

o Forward guidance in a market fraught with regulatory 
uncertainty
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2. Forward guidance - Insights

o Public statements are a highly effective tool in the short term

o The question of appropriate procedural safeguards that 
ensure legitimacy of the public statements

o The scope of judicial review of the public statements
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3. Sandbox approach to regulation

o Incredible speed of FinTech innovations and reactive 
regulation 

o ‘Sandbox’ approach as a solution: 
• It relies on experimentation and supervisory discretion, 

allowing startups to set up a business within a defined 
area for a certain time under relaxed regulatory 
requirements.

• UK, Singapore, Australia, Bahrain, Luxembourg and 
Switzerland

• EU Commission
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3. Sandbox approach to regulation

o Sandbox approach as it is: 

• incentivizing regulatory arbitrage 

• potentially harmful for competition

• suboptimal for enforcement in fragmented crypto-asset 
markets
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4. Sandbox for regulators

o Need for Sandbox for regulators: 

• exchange of information among regulators and 
supervisors

• coordinated communication and forward guidance

• monitoring of the financial stability implications of 
crypto-assets markets (FSB) 

• coordinated regulatory trials and enforcement
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4. Sandbox for regulators

o EU perspective:
• the EU Commission recommends supervisory 

cooperation and the exchange of information on 
regulatory sandboxes

• warns that the principles of proportionality and flexibility 
can be a source of the regulatory arbitrage

• regulatory differences between the member states 
impede the functionality of the Single Market

• Commission’s best practices for regulatory sandboxes 
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4. Sandbox for regulators

o Sustainable regulation through sandboxes for regulators:

• G20 and international standard-setting bodies

• Bottom-up initiatives, e.g. Global Financial Innovation 
Network (GFIN)
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Thank you!
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