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Breakout-Session 6:

Alles Fake? Krypto-Markte, Tokenisierung und Datenqualitat

= “New Tech vs. New Deal"
» Why does data matter?
= Tokenisation

» Technology-enabled
decentralized ecosystems

= Data sources and aggregators

Data exaggeration
Key regulatory question

Reqgulation of decentralized and
tokenized ecosystems

Provocative viewpoints for
discussion
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“New Tech v. New Deal: Fintech as a Systemic Phenomenon”

“Less visibly, fintech is also changing the way we think about
finance:

[...]

By making financial transactions easier, faster, and cheaper,

fintech seems to promise a micro-level "win-win"” solution to

the financial system’s many ills.

[...]

macro-level [...] fintech as the catalyst for a potentially

decisive shift in the underlying public-private balance of

powers, competencies, and roles in the financial system.

[...]

[...] a fundamental political arrangement, in force for nearly a
century, pursuant to which profit-seeking private actors

retain control over allocating capital and generating financial

risks, while the sovereign public bears responsibility for

maintaining systemic financial stability.

[...] specific fintech applications - cryptocurrencies,
distributed ledger technologies, digital crowdfunding, and
robo-advising -are poised to amplify the effect of these

destabilizing mechanisms, and thus potentially exacerbate

the tensions and imbalances in today’s financial markets and

the broader economy.

It is this potential that renders fintech a public policy
challenge of the highest order. [...]

Source: Omarova, Saule T.,, New Tech v. New Deal: Fintech As A Systemic Phenomenon (July 30, 2018). 36 Yale Journal on Regulation 735 (2019).; Cornell Legal Studies
Research Paper No. 18-39. Available at SSRN: https://ssrn.com/abstract=3224393 or http://dx.doi.org/10.2139/ssrn.3224393
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Why does it matter?
= Market Data

* Transaction Data

* Participant Data

= Behavioral Data

Foundation

Regulatory Actions

Laws

Assessments
Administrative actions
Consumer protection

=» Reliable data a key element of assessing

the need for regulatory actions.
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Tokenisation

Entry

IN a
register

=» Tokenisation as core part

of an ecosystem.
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Technology-enabled decentralized ecosystems

267 (centralized)

DLT - Distributed Ledger Technology
=% Blockchain

Exchanges

2355 Token/Coins

Crypto-Currencies

Source: Coinmarketcap, 10. Sep 2019

+ Zero-Fee-Exchanges,

Xk
% O
Smart

Contracts Bitcoin

P2P Tx, DEX, OTC, ...

=» Decentralized
ecosystem
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Data sources and aggregators

Source/Screenshot: FSB, Crypto-asset markets, Potential channels for

future financial stability implications, 10 October 2018,
https://www.fsb.org/wp-content/uploads/P101018.pdf

Source/Screenshot: ECB, Occasional Paper Series, In search for
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stability in crypto-assets: are stablecoins the solution?, No 230 /
August 2019,
https.//www.ecb.europa.eu/pub/pdf/scpops/ecb.op230~d57946be3b.

en.pdf
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Source: ECB staff elaboration based on data from coinmarketcap.com up to 28 July 2019.

:_ __Prices_of USNDT have aenerallv shown a_low fluctuation with 2
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1% = On-Chain

Data exaggeration

93% fabricated volume

“more than $3 billion of all cryptoassets’ volume to be fabricated, and
how OKex, #1 exchange rated by volume, is the main offender with
up to 93% of its volume being nonexistent.”

Source: Ribes, Sylvain (2018): Chasing fake volume: a crypto-plague,
https://medium.com/@sylvainartplayribes/chasing-fake-volume-a-crypto-

plague-eala3c1eOb5e, (10 SEP 2019). 99% = Off-Chain

95% non-economic volume
.approximately 95% of this volume is fake and/or non-economic in Reported Excha nge Transaction volume

nature, and that the real market for bitcoin is significantly smaller”

Source: Bitwise Asset Management (2019): Presentation to the U.S. Securities and
Exchange Commission, https://www.sec.gov/comments/sr-nysearca-2019-
01/srnysearca201901-5164833-183434.pdf, (10 SEP 2019).

Source: Satisgroup (2018): Crypto Asset Market Coverage Initiation: Trading & Custody,
https://research.bloomberg.com/pub/res/d3h2iTIKWIa4FTLKGJsUn3mis5g, (10 Sep 2019).
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Why fake volume?

@ CoinMarketCap

C

# Name
1 A BItMEX
2 ' FCoin

3 D Bithumb

4 @ EXX
5 7BG
6 A MXC
7 B BKEX
8 [ Bibox
9 @ Fatbtc

10 € CoinBene

11 & Coineal

12 @ CoinEgg

ryptocurrencies - Exchanges ~

Top 100 Cryptocurrency Exchanges by Trade Volume

Volume (24h)

$2.336.385.3

@

2

$1.007.905.370

$901.998.712

$873.126.526

$864.941.548

$841.838.217

$622.788.113

$818.753.206
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Watchlist

Volume (7d)

$17.553.142.747

$6.884.706.303

$5.391.108.654

$5.211.196.775

$5.371.946.081

Rankings  Tools

Volume (30d)

$89.488.242.028

$29.560.786.256

$34.325.552.287

$22.726.812.997

$17.388.063.826

$22.323.749.939

$22 550.227 968

$22.886.951.347

$22.845.806.483

$22.311.476.226

Resources

No. Markets

1

60

37

120

64

Blog

Change (24h)

2.14%

14.86%

-9.52%

e

1.56%

3.50%

3.45%

Vol Graph (7d)

Search

Next 100 —

Launched

Apr 2014

IMay 2018

Jun 2018

Oct 2017

Jul 2018

Apr 2018

Jun 2018

Nov 2017

May 2014

Sep 2017

Apr 2018

Mar 2017

= More attention

= More business

» |Incorrect idea of market depth,

fairness and liqudity.

* No independent control (API)

= No enforcement rule
or punishment

Source: Coinmarketcap, 10. Sep 2019
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Key regulatory question:
How to ensure access to reliable crypto-asset-data?

Total market capitalization of all crypto-assets

Zoom 1d 7d Tm 3m ly  YTD ALL From | Jan 1, 2017 To | Sep 10, 2019 A

Overstated figures?
(exaggerated data,...)
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Understated figures?
Source: Coinmarketcap, https.//coinmarketcap.com/charts/ (10 Sep 2019) (Zer O'F ee'EXCh an g es, 'D 2 'D tr GnSGCt[OI’)S,...)
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Regulation of decentralized and tokenized ecosystems

= Intermediaries in a decentralized How can the right actors be addressed?

ecosystem change or even disappear. = Who (or what) is the best addressee of
regulatory actions to ensure the objective?

What is the regulatory objective?

Financial stability, AML/CFT, consumer
protection, ...

Approach

What degree of control is necessary to realize
achievement of the objective by the chosen -
targets? —

What are potential regulatory access points?
(no official BaFin opinion)

Token issuers? Intermediaries?

Nodes? Miners? Hardware producers?

ISPs? Developers? Exchanges?

Social Networks? Search engines?

End users?

Regulators as nodes? Regulator-Blockchains?
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Provocative viewpoints for discussion
(not official BaFin opinion)

1. Crypto makes regulators/supervisors 6. A fundamentally new understanding

redundant e.g. through Smart IS necessary to address crypto
Contracts. markets.

2. Crypto has the built-in tendency to /. Crypto empowers individual’s
evade or evolve away from possibilities to monetarize non-
regulation. financial efforts.

3. Crypto enables Financial Inclusion to 8. Crypto lowers barriers for more
help the unbanked and financial participation.
underbanked. 9. Crypto enables the privatization of
Crypto enables fraud easily. profits and the socialization of losses.

ok

Crypto destabilizes financial markets.
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Discussion

Questions, hints, suggestions, ...

Contact

Bundesanstalt fiir Christoph Kreiterling
Finanzdienstleistungsaufsicht Strategie und Risiko

Graurheindorfer Str. 108, 53117 Bonn SR 3 - Finanztechnologische Innovationen
https://www.bafin.de/ sr3@bafin.de
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