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The “wild west” of cryptocurrencies such as bitcoin must be regulated to protect consumers,
MPs on the UK Government’s Treasury Select Committee have urged.

In a report on crypto-assets published by the committee for its Digital Currencies inquiry, it has
said that cryptocurrency regulation could “improve customer outcomes, enable sustainable
growth, and reduce certain risks.”

Crypto-assets, and most Initial Coin Offerings (ICO), are currently not within the scope of
Financial Conduct Authority (FCA) regulation. This means that victims of cryptocurrency scams
currently have little protection and the volatile nature of the currency can lead some investors to
lose money.

Concerns have been raised over the volatile nature of cryptocurrencies, the potential for scams
and their use in illegal activities, such as money laundering or funding terrorism. The lack of UK
regulation has led some to call for greater government involvement to ensure that consumers and
businesses are aware of some of the risks.

Calls for greater cryptocurrency regulation

The committee said that it was “unsustainable” for the Government and regulators to “bumble
along issuing feeble warnings to potential investors, yet refrain from acting”, and therefore
believes that regulation should be introduced.

Some countries have taken steps to regulate cryptocurrencies. The US, for example, has
attempted to regulate ICOs with increased involvement from the Securities Exchange
Commission. Others have attempted to shut down cryptocurrencies entirely, with China banning
cryptocurrency exchanges last year.

It is not yet clear what form cryptocurrency regulation would take in the UK, but from the report,
it looks likely to include consumer protection and countering money laundering.

Founder and CEO of deVere Group Nigel Green believes that regulation could boost
cryptocurrency:

“The conclusion made by the Committee about cryptocurrencies puts them on the right side of
history. Its findings that these assets should be brought into a regulatory framework
demonstrates once again that they are now a part of mainstream finance. As | have said
previously, regulation of the crypto sector is now I believe inevitable.
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“Regulation of cryptocurrencies will give investors even more protection and, therefore,
confidence in the burgeoning market is likely to drive prices higher — and today’s signal from the
Treasury Select Committee could have the same effect.”

Stifling innovation?

However, the very nature of cryptocurrency means that it is notoriously hard to regulate.
Cryptocurrencies are decentralised, meaning it would be difficult to convict individuals for
activities such as fraud. Furthermore, the ethos behind them is to enable individuals to bypass
banks, meaning that over-regulation could defeat the point of cryptocurrencies.

There are also fears that over-regulation could stifle innovation.
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Earlier this year, the UK Parliament Treasury Committee met to discuss the issue of digital
currency, with representatives from HM Treasury, the FCA and the Bank of England in
attendance.

David Ra, deputy director of banking and credit at HM Treasury said that regulation should be
done in a way that still makes innovation possible:

“We want to approach this in the same way as we approach other bits of the fintech sector in that
we don’t want to stifle innovation, particularly in relation to the underlying technology, but
equally we want to manage the risk.”

In a speech given at Cato Institute’s FinTech Unbound Conference, US Securities and Exchange
Commissioner Hester Peirce argued that self-regulation within the cryptocurrency community
could also be a solution:

“The crypto community includes lots of people who are very willing to speak up, criticize one
another, and bring to light technological, corporate governance, and other perceived weaknesses
in cryptocurrencies. Although not formal regulation, this kind of market discipline can be
valuable in identifying problems.

“In addition to this self-policing, there have been discussions about setting up self-regulatory
organisations. The Commission should not default to a demand that the crypto markets be
subject to comprehensive government regulation as a precondition to allowing products linked to
those markets to be traded in markets that we regulate.”

Proportionate regulation

However, Treasury Committee report found that “proportionate regulation could see the UK as
well placed to become a global centre for crypto-assets”. In other words, if approached correctly,
some form of cryptocurrency regulation could encourage growth.

The CEO of CoinCorner believes that regulation is unlikely to negatively affect the price of
Bitcoin. Daniel Scott told Verdict:

“Personally I don’t feel that regulation for Bitcoin will have a hugely significant impact on the
price. Bitcoin is a global currency and the impact of regulation will depend on the jurisdiction in



which it is introduced. Clearly, a small country introducing regulation for Bitcoin businesses is
much less likely to have an impact than a large country with significant financial power, where
regulation can cause a change in direction — but even this isn’t always predictable.

“For example, whereas in the past we have seen the price move on a few occasions after China
changed its position on Bitcoin, when the last ban on the sale of Bitcoin was introduced in China
in September/October 2017 the price wasn’t negatively affected as might have been expected.
Instead, it climbed and turned into what we saw as the bull run of 2017. In the long-term, as

more countries introduce regulation and it becomes more widely adopted, it will bring a higher
value and have an overall positive effect on Bitcoin’s price.”



