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Decoding The Legal Grey Zones Around Cryptocurrencies
The  g row th  i n  cryp toasse ts i s causi ng  se i smi c sh i f ts — and  d ri vi ng  opportun i ty — i n  the  g l oba l  f i nanci a l  secto r.  Bu t  w i l l  a  cha l l eng i ng  regu l a to ry
f ramew ork fo rce  homegrow n i nnova to rs to  l eave  Canada?

Cryptocurrency and Blockchain 101

Cryp tocu rrency i s a  secure  fo rm  o f  d i g i ta l  m oney tha t  has been  anonym i zed  th rough  the  use  o f  cryp tog raphy.  Any associ a ted  t ransact i on  and  pu rchase
i n fo rm at i on  appears i n  uncrackab l e  code .  B i tco i n  was the  f i rst  cryp tocu rrency.

B l ockcha i n  i s a  d i g i ta l  l edger tha t  reco rds cryp tocu rrency t ransact i ons.

"Di srup t i ve "  can  be  an  ove rused  word  these  days:  I t  seem s l i ke  eve ry new i nnova t i on  i s he ra l ded  as a  gam e-changer — even  when  i t  i sn ’t .  Bu t  the
i nven t i on  o f  B i tco i n  and  i ts founda t i ona l  b l ockcha i n  techno l ogy has been  ca l l ed  revo l u t i ona ry fo r ve ry good  reason .

Cryp tocu rrenci es,  b l ockcha i n  and  the  au tom ated  f i nanci a l  t ransact i ons they enab l e ,  a re  t ransfo rm i ng  supp l y-cha i n  m anagem ent p ract i ces,  con tract i ng ,
paym ent and  banki ng  se rvi ces and  rea l  esta te  t ransact i ons.  New uses fo r the  techno l ogy a re  be i ng  deve l oped  eve ry day.

Moving from Fringe to Mainstream

Earl y on ,  cryp tocu rrenci es were  the  n i che  dom a i n  o f  tech  i nsi de rs.  T hey p re fe rred  th i s peer-to -peer,  e l ectron i c m oney system  over f i a t  cu rrenci es fo r two
m a i n  reasons:

I t  rem oved  cen tra l  banki ng  au tho ri t i es f rom  the  crea t i on  and  con tro l  o f  cash ,  and

I t  d rast i ca l l y reduced  se rvi ce  costs by e l i m i na t i ng  m i dd l em en .

Bu t  i f  cryp tocu rrenci es go t  the i r sta rt  on  the  f ri nges o f  the  f i nanci a l  ecosystem , they a re  now m ovi ng  so l i d l y to  the  m a i nstream .

A num ber o f  Canada ’s b i g  f i nanci a l  i nst i tu t i ons a re  l ooki ng  a t  the  ri se  o f  cryp tocu rrenci es and  how i t  has i m pacted  the i r opera t i ons.  In  response ,  they
are  test i ng  b l ockcha i n  techno l og i es and  seeki ng  ways to  he l p  the i r cl i en ts t ransact  i n  cryp tocu rrenci es.  Experts be l i eve  i t  i s j ust  a  m a tte r o f  t i m e  be fo re
one  o f  them  m akes a  m a j o r m ove  i n to  the  cryp tocu rrency a rena .

Even  the  Bank o f  Canada  i s i nvest i ga t i ng  the  possi b i l i ty o f  crea t i ng  i ts own  d i g i ta l  cu rrency.

Cryp tocu rrency deve l opers them se l ves a re  beg i nn i ng  to  recogn i ze  the  bene f i ts o f  havi ng  a  p resence  i n  a  m ore  m a i nstream  m arke t ,  wh i ch  cou l d  boost
the  cred i b i l i ty o f  the i r p roducts.  In  fact ,  the re  i s a  g rowi ng  num ber o f  deve l opers tha t  see  and  understand  the  need  fo r m ore  robust  regu l a t i ons i n  th i s
space .  A regu l a ted  envi ronm ent,  they a rgue ,  wou l d  he l p  rem ove  som e o f  the  st i gm a tha t  has been  associ a ted  wi th  cryp toasse ts si nce  the i r i ncep t i on .

Can Regulations Keep Up?

However,  au tho ri t i es i n  Canada  and  a round  the  worl d  a re  st rugg l i ng  to  regu l a te  cryp tocu rrenci es as new and  m ore  i nnova t i ve  b l ockcha i n  app l i ca t i ons
em erge .  Why the  ho l d  up?  For one  th i ng ,  b l ockcha i n  i s a  fo rm  o f  techno l ogy,  and  as a  ru l e ,  l aws don ’t  regu l a te  techno l ogy,  j ust  ce rta i n  uses.

T hen  the re ’s the  fundam enta l  quest i on  o f  whe the r cryp tocu rrenci es shou l d  be  de f i ned  as securi t i es.  Canad i an  regu l a to rs have  ye t  to  take  a  f i rm  posi t i on
on  tha t  i ssue ,  and  th i s i s m aki ng  i t  d i f f i cu l t  fo r i ndustry p l aye rs l ooki ng  to  estab l i sh  cryp tocu rrency exchanges.  T he  uncerta i n ty has som e l oca l
deve l opers consi de ri ng  fo re i gn  bases o f  opera t i on .

A Look to the Future

Regu l a to rs wi l l  ca tch  up  — they have  no  cho i ce .  And  as they do ,  we ’l l  see  m ore  and  m ore  soph i st i ca ted  i nvesto rs m ovi ng  i n to  th i s f i e l d ,  i ncl ud i ng :

Funds tha t  a re  vyi ng  to  o ffe r cryp toasse t-backed  i nvestm en t opportun i t i es a t  bo th  the  i nst i tu t i ona l  and  re ta i l  l eve l s

Busi nesses tha t  wan t  to  se t  up  exchange  p l a t fo rm s fo r cryp tocu rrency t rad i ng

En trep reneurs who  a re  i n te rested  i n  l aunch i ng  i n i t i a l  co i n  o ffe ri ngs o r crea t i ng  sto rage  and  custod i a l  en te rp ri ses fo r d i g i ta l  asse ts

We a re  cu rren t l y advi si ng  a  wi de  va ri e ty o f  sta rt -ups and  estab l i shed  com pan i es tha t  a re  exp l o ri ng  ways to  en te r th i s new and  exci t i ng  space .  To  he l p
ensure  the i r success,  we  and  o the r co rpo ra te  l aw f i rm s shou l d  be  worki ng  wi th  securi t i es com m i ssi ons and  o the r regu l a to rs to  p re -em pt i ve l y i den t i fy and
address pub l i c po l i cy concerns.



One th i ng  i s fo r ce rta i n ,  these  techno l og i es a re  no t  go i ng  away,  and  they wi l l  con t i nue  to  d i srup t  busi ness and  f i nance  i n  p ro found  and  unexpected
ways.  T he  sooner a  so l i d  regu l a to ry f ram ework i s i n  p l ace ,  the  easi e r i t  wi l l  be  fo r Canad i an  com pan i es to  take  advan tage  o f  a l l  the  opportun i t i es a t
hand .
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