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Ask a question

— e e — 5

Vi akked.
Whar happeny when | raise my hand?

To ask a question

Click on the Q&A button in the bottom toolbar to
open the submit question prompt.

Type your question and click send
NOTE: If you wish to ask your question

anonymously check the send anonymously box
shown on the illustration.
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Today’s presenters

Gavin Brown Dion Seymour
Associate Professor in Financial Technology Crypto and Digital Assets Technical Director
The University of Liverpool. Andersen
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The Year That Was 2022

2022 was an active year for cryptoassets
Bitcoin valuation

“The merge”

High profile news:

o Fall in the use of DeFi
o Sanctions on Tornado Cash

o FTX fraud

Governments around the world undertook more determinative action on the regulation of
cryptoassets. It is expected that the failures will push for further consideration as to what to do
about crypto.
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Is Bitcoin a bubble?

Main Stages in a Bubble
“New Pacadigm™1
Valuation
Dolusion Return Lo “normal”
Greed
Institutional Public

Smart Money investors

Stealth Phase Awareness Phase ManiaPhase  Blowoli Fhase
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Hyrman Minskey's speculative bubbles

Low Intrinsic valug

=
Source: Whittle (2010)

High intrinsic value
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Momentum from Bitcoin & decentralised ledger technology platforms

Bitcoin

= *  Currency Market Cap Price Circulating Supply
@1 By 752,036,843 BTC 326 sats 230,220,000,000,000 CNY
L E= usD 440,525,536 BTC 2,109 sats 20,883,848,715,000 USD
@ 3 M cur 349,129,154 BIC 2,489 sats 14,024,781,000,000 EUR
L ® Py 251,069,080 BTC 19 sats 1,515,543,000,000,000 JPY
L £ GBP 57,920,980 BTC 2,903 sats 3,373,025,000,000 GBP
L I . KRW 85,521,833 BTC 1 sats 4,693 468,000,000,000 KRW
Q7 =& INR 56,116,780 BTC 28 sats 194 037 000,000,000 INR
LE ] I+l cap 50,134,843 BTC 1,669 sats 3,003,837,000,000 CAD
L] E3 HKD 44,123,803 BTC 271 sans 16,270.817,000,000 HKD
@ 10 B Two 35,608, 341 BTC 76 sans 52,031,665,000,000 TWD
@ 1 Bl AUD 38,727,219 BTC 1,541 sats 2,512,0:00,000,000 AUD
e 12 B BRL 34,722,223 BTC 412 sats 8,426,368,000,000 BRL
@ 13 CHF 26,653,236 BTC 2,302 sats 1,157,827,000,000 CHF
O 14 © BTC 18,202,650 BTC 100,000,000 sats 18,802,650 BTC
@ 15 - RUB 17,096,612 BTC 28 sats 59,380,000,000,000 RUB
0 15 = THE 15,105,753 BTC B3 sats 23,109,000,000.000 THB
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Money & payments with better memory

Digital payments create a data trail, bringing both risks and benefits Graph 1119

Views on data privacy differ across and within societies’  The informal econam; is smaller where digital payments
are more widely used
As a percentage of respondents willing to share financial data
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Population using digital payments (%)

= Male ¢ Female

1 Based on a survey of 27,000 individuals across 27 countries. The exact question reads: "I would be comfortable with my main bank securely
sharing my financial data with other organisations if it meant that | received better offers from other financial intermediaries”. For Belgium,
the figure covers Belgium and Luxembourg. The dots visualise the percentage of respondents answering the question affirmatively.
EMEA = Europe, the Middle East and Africa. ¢ Data as of 2017. * Estimates of the informal ("shadow”) economy based on a multiple
indicator-multiple cause approach,
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Tesla and the rise of cryptocurrency as a treasury asset (Q1 2021)...

THE CONVERSATION
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Wider applications across other industries

Blockchain Potential Applications & Disruption

The blockchain is radically changing the future of transaction based industries

@ E-commerce
= %;% Global Payments

Digital Rights
@ Remittance

Wagers e

Private Markets 6

Debt e

Crowdfunding @ —— Voting
Derivatives e Intellectual Property

: \ %ﬁ P2P Lending
d 1 ¥
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E.g. the underlying Bitcoin blockchain is public

https://bitinfocharis.com/top-100-richesi-bitcoin-addresses.hitml

Balance Addresses
0 -0.001 11102060

0.001-0.01 5159261
0.01-01 4026112
01-1 1851814
1-10 561744
10 -100 133625
100 - 1,000 14712
1,000 - 10,000 1739

10,000 - 100,000 93
100.000 - 1,000,000 5

il
53

7]
{
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o & f Qe

Bitcoin distribution
% Addresses (Total) Coins

48.58% (100%)
22 58% (51.42%)
17.62% (28.84%)
8.1% (11.22%)
2.46% (3.12%)
0.58% (0.66%)
0.06% (0.07%)
0.01% (0.01%)
0% (0%)

0% (0%)

2,242 BTC
20,876 BTC
131.568 BTC
984,086 BTC
1,481,324 BTC
4,392,890 BTC
3.704.782 BTC
4,437.039 BTC
2,147 207 BTC
593.081 BTC

Addresses richer than
1UsD 100 USD 1,000 USD 10,000 USD 100,000 USD 1,000,000 USD 10,000,000 USD
14.641.604 4315352 1465641 327243

$USD

7,966,686 USD
74,195,301 USD
467,604,488 USD
2,075.889,448 USD
5,264,749,958 USD
15.612,697.756 USD
13,167,104,792 USD
15.769,608,113 USD
7,631.352.601 USD
2,107.858,828 USD

81.677 6,108 569

% Coins (Total)
0.01% (100%)
0.12% (09.99%)
0.75% (09.87%)
3.34% (09.12%)
8.47% (95.78%)
25.11% (87.31%)
21.18% (62.2%)
25.36% (41.02%)
12.27% (15.66%)
3.30% (3.39%)
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Why are the younger generation turning to Bitcoin?

Intergenerational wealth
Share of national wealth owned by each generation, by median
cohort age
G60%
2019

50%
BABY BOOMERS

40%

30%

2019
GENERATION X

20 30 40 50 60
MEDIAN COHORT AGE
Source: Federal Reserve Distributional Accounts THE WASHINGTON POST

Chart adapted from Gray Kimbrough
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Too small to pose a risk but crypto assets may rewrite the rule book

“The FSB'’s initial assessment is e C* .
that crypto-assets do not pose N.; -6 "]anC|
risks to global financial stability at

this time...this initial assessment

could change if crypto-assets s
were to become significantly moref,

widely used or interconnected wit
the core of the regulated financial
system.”

- Mark Carney, Chair, Financial
Stability Board
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Blockchain — the platform technology

Before 2005 Today 2025 and beyond
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If cryptocurrencies & tokens are so good where is the mass adoption?

Adoption of Technology in the US (1900 to the Present)

100%
80%
£
g 60%
s
B 40%
<
20%
1900 1910 1920 1930 1940 1950 1960 1970 1980 1990 2000 2010
—Telephone — Electricity —Cars —Radio ——Fndge
— TV A Travel —sColor TV —Credtt Card ——Microwave
Video Games PC Cell Phone Intemet — Digital Camera
—MP3 Player —HDTV — Social Media — Smartphone —Tablet

Source: BlackRock
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UK Activity

Global hub
HM Treasury

o Future Financial Services Regulatory Regime for Cryptoassets

Bank of England

o Digital Pound
o Whatis a CBDC

HMRC

o DeFi consultation
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A potential route forward? — Central Bank Digital Currencies (CBDC). 3 models by The BoE

DIFFERENT TYPES OF CENTRAL BANK DIGITAL CURRENCIES

& Wholesale CBDC

CROSS-BORDER

m

1
I

Usad for domestic payments. Allows
to Impove on existing ATGS systems.

Exampiles:

Canada Prowct Jasps)
Singapone [Proect Lian)
South Africa (Proseot Khokha)
Thailand (Froject Inthanon|

Source: Arslanian (2022)

mﬂ

[ mmm [ Reguiated
Intermediaries Intermediaries

Used for cross-border transactions
batween national wholesale CBDC
systems.

Examples:
Hong Kong & Thailand [Projct
LioriRock-nthanon)

Japan and ECB Proect Steks)
Suudi Arabin and UAE (Prowet Aper)

TWO-TIERED

@ Retail CBDC

PLATFORM
APPROACH

| SYNTHETIC CBDC

Carnviral Bank

Intermediarnies Platform/inirastructure
+ + +
g e e I LI I B |
CBDC issued 1o regulated The Central Bank would CBOC issued by issuars
intermediary who than builld a tach platform with {8.0., non-bank FinTechs) -
distibute 1o tha publc. CBDC functionality which simibar 1o namow banking
Countarparty risk towards allows privata sector (8.g.. no lending, 100%
tha reguiated firms, including banks and liabilities coverad by
intermediarias. non-bank Fin-Techs to reseves at central bank
connect and provide and focusad on faciltating
Exampios: customer-facing services. payments).
Sweden (E-Krona 20200
China [DCER Examples: Examples:
USA [Degptil Ditar) United Kingdom IME [Syninatic CEOG)
Bahomas (Sand Dot} {BOfE 2020 Ukrming (E- Hryvrig
Enst: Caribboan {DXCD) Sweden ([E-Krona 2018)
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CBDC'’s are delayed but not forgotten during COVID-19

© ICAEW 2023



2023: The year of

19

Governments and regulators

UK consultations from:
o HMT
o Bank of England
Elsewhere
o Markets in Crypto Assets (MiCA - EU)
o Infrastructure Bill (US)
o Securities and Exchange Commission (SEC — US)

o Crypto Asset Reporting Framework (CARF - OECD)

regulation?

L —
ANDERSEN.
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FTX

Securities and Exchange Commission (SEC)

o Kraken and staking

o Binance and stablecoins

US Activity
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Tax — International

21

Approaches

There are some differences between
international approaches

- Most have similar views as the UK

Some are different — for example: D ek ey
ey AR
. Portuga| et ol
- Switzerland / il
Australia  Luxembourg
[ virtusl 52:':;3.-, ?.Z'::Lpubuc
Cryptoasset Reporting Framework | currency Chieh, mastAnie

\ Denmark Spain
( CA R F ) \ Finland Sweden
Germany United Kingdom
g Ireland United States
israel /

Chile
France

\  Latvia
\ Poland

Goods &
services

Cote d'lvoire

Source: Taxing Virtual Currencies: An
Overview of Tax Treatments and
Emerging Tax Policy Issues. OECD 2020.
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Thank you for attending

Please take the time to fill Contact the Financial Services
out our short survey: Faculty

Phone: +44 (0)20 7920 8671
Email: fsf@icaew.com

Web: icaew.com/fsf

This webinar is presented by the Financial Services Faculty. Membership gives you access to exclusive
premium resources including our regular bulletin, webinars, discount on events and conferences
and extensive online resources to support your career.

For more information about faculty membership and our latest joining offers, please visit icaew.com/joinfsf.

ICAEW will not be liable for any reliance you place on the information in this presentation. You should seek independent advice.
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