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Executive
Summary
Initial Coin Offerings (ICOs) have exploded amid surging cryptocurrency values, raising 
more than $5.4 billion in 2017 through 343 offerings. As investors continue to flock to 
these listings, the regulatory framework remains patchy and offers little protection to 
subscribers who run the risk of suffering losses. This is chiefly because regulators have 
yet to make concrete decisions on where their responsibility lies in relation to these 
controversial investments.
 
The debate about the ICO sector rages on — does the rapidly-evolving space represent 
a transformative force for good or a disaster waiting to happen? Proponents say the ICO 
will help democratise the fundraising process and make it more accessible. But detrac-
tors argue it is an unregulated and dangerous sector which exposes investors to fraud 
and loss of capital.

While regulators around the world have expressed concern about the potential for
consumer detriment, countries have adopted very different approaches – with some
issuing outright bans, others regulating ICOs on a case-by-case basis and others looking 
to incorporate them into existing regulations. And some jurisdictions are actively
embracing and facilitating ICOs to spur economic growth and transformation.

The lack of a consistent, joined up approach is acutely evident at the European level, 
which would benefit from a pan-European set of regulations similar to how UCITS funds 
are governed.

Ultimately, a global market that facilitates speedy cross-border digital transactions needs 
to be governed by a specific and robust set of internationally-agreed regulations.

Until we have country-specific ICO regulations or an international framework, it would 
seem prudent to establish some basic rules for the market. And incorporating some ICO 
tokens into existing securities regulations – an approach being followed by the U.S. and 
Switzerland – would act as a good starting point.

The ICO spectrum encompasses at one end legitimate enterprises that have generated 
large returns for investors and at the other end fraudulent players that have left investors 
high and dry. Going forward, regulators face a difficult balancing act in promoting and 
encouraging viable ventures and rooting out and eliminating unscrupulous ICO scams.
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Introduction
A recent flurry of activity in Initial Coin Offerings (ICOs) has raised concerns about the 
dangers they pose to investors and triggered calls for regulatory oversight of the
controversial sector.

The latest offshoot of the rapidly evolving cryptocurrency space, ICOs enable start-ups to 
raise funds by issuing coins or tokens using Blockchain technology which are exchanged 
for virtual currencies such as Bitcoin.
 
A digital mutation of the initial public offering (IPO), an ICO allows an enterprise to raise 
funds quickly and relatively easily by bypassing the legal and regulatory requirements 
governing traditional IPOs.
 
Funds raised through ICOs are often used to develop Blockchain technologies and 
projects in the early stages of development. ICOs are predominantly marketed online 
and potential investors often contacted through Twitter where they are directed to the 
company’s website to access a white paper. The white paper sets out the wider aims of 
the project and technical details of the offering, including information on the tokens to 
be issued. Token holders do not own an equity stake in the company and usually have no 
voting rights.

Proponents hail the ICO as a viable and more sophisticated alternative to venture capital 
or crowdfunding and something that will help democratise the fundraising process and 
make it more accessible. But its detractors argue it is an unregulated and dangerous 
sector that exposes investors to fraud, criminality, capital loss and volatility.

ICOs may be controversial but they are gaining increasing recognition and publicity
outside of the financial sector. Hollywood actor Steven Seagal is the brand ambassador 
of Bitcoiin2Gen, a cryptocurrency using the Ethereum Blockchain, which launched an ICO 
in January 2018.

The ICO has undoubtedly emerged from the shadows, evolving from a little-known and 
obscure Blockchain funding mechanism to a multi-billion-dollar industry endorsed by 
celebrities. The sector has certainly come a long way since the first ICO was launched in 
2013 by the cryptocurrency Mastercoin, now called Omni.
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While the debate around whether ICOs are a force for good or bad rages on, there is little doubt the space has seen 
an explosion in growth amid surging values of cryptocurrencies. Total ICO funds raised in 2017 amounted to more 
than $5.4 billion, in a year which saw 343 offerings, according to CoinDesk. That compares to just $256 million in 
2016 when only 43 ICOs were completed.

The rapid growth in the space shows no signs of slowing in 2018. By the beginning of March, more than $3 billion 
had already been raised. The month of January saw nearly $1.6 billion flow into ICOs, while February saw nearly $1.5 
billion of new investments. The ICO sector has raised a total, cumulative amount of $8.84 billion, as of March 2018.
The size of ICOs has also increased significantly, according to CoinDesk data. The average ICO size in 2016 was $6 
million, increasing to $16 million in 2017 and $33 million in 2018.

ICO Explosion

A Growth Story
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And the bigger players are dominating the space, 
with capital raised through ICOs in 2017 concen-
trated toward larger token sales. Data from Fabric 
Ventures and TokenData shows the ten biggest 
sales accounted for about 25% of total capital raised 
during the year.
    
Interestingly, the Fabric Ventures and TokenData 
analysis shows only 48% of all ICOs were success-
ful in 2017, with 131 projects failing to meet their 
minimum threshold. While this represents a large 
failure rate, it also indicates the potential for far 
higher growth should the completion rate im-
prove. It should be noted that failure rates in the 
traditional venture funding arena are significantly 
higher. Research conducted by Harvard Business 
School senior lecturer Shikhar Ghosh suggests 75% 
of venture-backed companies fail to return cash to 
investors.

While the majority of ICOs have been funded by retail investors, more institutional investors are set to enter the fray 
in 2018 as they look to capitalise on the high rates of return on offer. Tokens returned an average of 12.8 times the 
initial investment in dollar terms in 2017, according to Fabric Ventures and TokenData. The entry of additional
institutional investors with large financial resources could put the sector on a new growth trajectory altogether.

Recent ICOs include Hong Kong-based Blockchain investment platform BnkToTheFuture, which said it raised $33 
million in its February 2018 offering. The second stage of the offering, a public sale of 30 million BFT tokens, sold 
out in just two minutes and 17 seconds, according to its website.  The company says it has over 61,000 professional 
investors.

But leading the charge in 2018 is Telegram. The messaging app raised an initial $850 million in the first stage of its 
offering in February, according to an SEC filing – making it the largest ever ICO. The company is ultimately looking to 
raise $1.2 billion from its ICO to develop the TON Blockchain.
 

Major Players
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Other large ICOs in 2018 include cryptocurrency exchange Huobi Token, which raised $300 million, according to 
CoinSchedule, and off-grid mining solutions provider Envion, which raised $100 million.

Meanwhile, CoinSchedule data shows the biggest ICO in 2017 was Blockchain-based platform Hdac, which raised 
$258 million. Another big hitter in 2017 was Filecoin, a Blockchain data storage network, which raised $257 million. 
By comparison, the largest ICO in 2016 – executed by Blockchain platform Waves – raised about $16 million.  

Telegram ICO

Huobi Token

Bankera

Envion

Neuromation

Crypterium

SwissBorg

Lendroid

iungo

Fusion

(Source: CoinSchedule)
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The U.S. is leading the way in the number of ICO projects, with a 19.6% share of the total, according to data from ICO 
Watch List. This is followed by the U.K. (10.1%), Russia (9.2%), Switzerland (6.8%) and Singapore (6.6%).

A Geographic and Sector Perspective

Chart 7

(Source: ICO Watch List)
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And when it comes to Blockchain development, a 2017 Deloitte analysis based on GitHub project ownership shows 
the largest concentration of developer talent is in San Francisco. This is followed by London, New York and Beijing.
  
In terms of industry sector, data from ICO Watch List shows finance (14%) accounts for the largest percentage of ICO 
Projects, followed by asset management (6.1%), commerce/retail (6.1%) and payments/wallets (5.9%).

Chart 9

(Source: ICO Watch List)
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The Dark Side of ICOs

Some argue the rapid and unchecked growth of this nascent industry operating in a new and opaque technological 
wilderness without regulatory oversight is a disaster waiting to happen. As is often the case with an emerging or 
unregulated industry, the sector’s dramatic growth has attracted some suspect players as well as some downright 
unscrupulous and fraudulent ones. The shady side of the ICO spectrum ranges from joke cryptocurrencies and
satirical names to criminal scams that have left investors with nothing.
 
The Useless Ethereum Token ICO perhaps best represents the satirical side of the ICO industry. It is essentially a joke 
website, warning investors of the dangers of these offerings.

“You’re going to give some random person on the internet money, and they’re going to take it and go buy stuff with 
it. Probably electronics, to be honest. Maybe even a big-screen television. Seriously, don’t buy these tokens,” says 
the Useless Ethereum Token website on its homepage.

The company logo displayed on the website is that of a middle finger pointing upwards.  

But despite the warnings, the Useless Ethereum Token reportedly generated more than $340,000 in an ICO in 2017. 
And according to its website, contributions keep coming in.

Another satirical brand is the Order of Ethereum which enables investors to purchase “deity tokens” for forgiveness 
of sins. “Buy Your Way to Heaven” its website says. “Life is complicated but the afterlife doesn’t have to be.” Again, 
the website makes clear that the whole thing is a joke and people should not spend money with it.
 
Meanwhile, the fraudulent fringe of the sector plays host to exit scams where cryptocurrency companies raise funds 
through ICOs before vanishing and leaving investors high and dry. A recent example is cryptocurrency start-up LoopX. 
After raising $4.5 million from its ICO, it erased its website and social media presence and completely disappeared. 
And Confido, which described itself as a smart contract start-up, vanished in November 2017 after raising some 
$375,000.

However, the rise in ICO exit scams and other fraudulent schemes has arguably acted as a catalyst for the industry to 
clean up its image and an incentive to professionalise the sector. Some ICO projects have recruited top Wall Street 
talent and technology experts to lend credibility to their offerings and provide reassurance to potential investors. 
The CEO of Trade.io, which raised $31 million from its 2017 ICO, is Jim Preissler, a Wall Street veteran previously of 
UBS. And Chien Lee, the founder, chairman and CEO of NewCity Capital LLC, is a board member at Trade.io. Some 
entities offer vast sums of tokens to attract the best and brightest in an echo of the pioneering dot com companies 
of the late 1990s which gave new recruits very attractive stock options.

“They’re called Useless Ethereum Tokens for a reason,” the website text adds.

Source: uetoken.com
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The Regulatory Patchwork

The explosive growth of ICOs has not gone unnoticed by Governments and regulators who are concerned about 
the potential for consumer detriment. But different countries have adopted very diverse approaches, with some 
issuing outright bans or regulating ICOs on a case-by-case basis and others looking to incorporate them into existing 
regulations. Some countries have simply published warnings and consultation documents as they evaluate how best 
to deal with the unregulated and rapidly evolving market.
 
There is also a different philosophical approach at play. Some jurisdictions view the ICO space as a positive force of 
innovation and change which should be embraced and encouraged. Others view it as a potentially disruptive and 
destructive force which needs to be curtailed and restrained.
    
The lack of a consistent, unified approach is acutely evident at the European level, which would benefit from a 
pan-European set of regulations similar to how UCITS funds are governed. More encouragingly, steps have been 
taken to foster closer European cooperation in the wider cryptocurrency market, with France and Germany set to 
issue a joint proposal to regulate Bitcoin at the March G20 summit in Argentina.
 
Ultimately, a global market which facilitates speedy cross-border digital transactions needs to be overseen by a
specific and robust set of internationally-agreed regulations. But drawing up a global regulatory framework is a
complex and lengthy undertaking that will take time to materialise.

Until we have country-specific ICO regulations or an international framework, it would seem prudent to establish 
some basic rules for the market. And incorporating some ICO tokens into existing securities regulations, mirroring 
the approach adopted by some countries, would act as a good starting point.
 
In the absence of consistent rules, market participants face a gruelling two-pronged task: that of navigating a 
complex minefield of international currency and security rules while also abiding by a vast assortment of guidance 
documents released by different regulators with differing agendas and approaches. We will now take a look at some 
of these approaches.

Regulators in the U.S. are looking to include ICO tokens under existing securities regulations. 
The Securities and Exchange Commission (SEC) issued an investigative report in July 2017 in which it said ICOs “are 
subject to the requirements of the federal securities law.” It said determining if a particular investment transaction 
involves the offer or sale of a security will “depend on the facts and circumstances, including the economic realities 
of the transaction.”

This was followed up in December 2017 by a statement from Jay Clayton, head of the SEC, who said ICO tokens are 
essentially securities and should, therefore, be subject to the same investor protection rules.
“By and large, the structures of initial coin offerings that I have seen promoted involve the offer and sale of securities 
and directly implicate the securities registration requirements and other investor protection provisions of our federal 
securities laws,” he said.

Clayton added: “I have asked the SEC’s Division of Enforcement to continue to police this area vigorously and recom-
mend enforcement actions against those that conduct initial coin offerings in violation of the federal securities laws.”

Earlier in December 2017, the SEC’s new cyber unit obtained an emergency asset freeze to halt an allegedly
fraudulent ICO launched by a company called PlexCorps, which raised $15 million from thousands of investors.

U.S.
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! Be careful if you spot any of these potential
warning signs of investment fraud.

SEC Investor Bulletin on ICOs

“Guaranteed” high
investment returns

Unsolicited o
ers

Sounds too
good to be true

Pressure to buy
RIGHT NOW

Unlicensed sellers

No net worth or
income requirements

There is no such thing as guaranteed high investment returns.  Be wary of 
anyone who promises that you will receive a high rate of return on your
investment, with little or no risk.

An unsolicited sales pitch may be part of a fraudulent investment scheme.  
Exercise extreme caution if you receive an unsolicited communication 
— meaning you didn’t ask for it and don’t know the sender
— about an investment opportunity.

If the investment sounds too good to be true, it probably is. Remember that 
investments providing higher returns typically involve more risk.

Fraudsters may try to create a false sense of urgency to get in on the
investment.  Take your time researching an investment opportunity before 
handing over your money.

Many fraudulent investment schemes involve unlicensed individuals or
unregistered firms.  Check license and registration status on Investor.gov.

The federal securities laws require securities oerings to be registered with the 
SEC unless an exemption from registration applies. Many registration
exemptions require that investors are accredited investors; some others have 
investment limits.  Be highly suspicious of private (i.e., unregistered)
investment opportunities that do not ask about your net worth or income or 
whether investment limits apply. 

Differing from the approach taken by the U.S., the U.K. says ICOs operate in an unregulated environment and has 
distanced itself from the bulk of these listings.
 
In a consumer warning issued in September 2017, the U.K.’s Financial Conduct Authority (FCA) said most ICOs are 
not regulated by the FCA and noted many are based overseas.
 
But while the regulator said many offerings fall outside the regulated space, it also said the structure of some ICOs 
mean they may involve regulated investments and would therefore fall under its jurisdiction. The FCA said it will 
decide whether an ICO falls under its regulatory remit on a case-by-case basis.
   
The FCA said in December 2017 it will gather additional evidence and carry out a “deeper examination” of the ICO 
space “to determine whether or not there is need for further regulatory action in this area.”

In its September 2017 consumer warning the FCA described ICOs as “very high-risk, speculative investments.” The 
warning set out a series of risks presented by the offerings ¬– including the lack of investor protection and potential 
for fraud. It also warned investors run a “good chance” of losing their whole stake due to the early-stage,
experimental nature of offerings.
 
Meanwhile, Bank of England Governor Mark Carney has called for greater regulation of the wider cryptocurrency 
space. Addressing the Scottish Economics Conference in March 2018, Carney said the “crypto-asset ecosystem” 
must be subject to the same standards as the wider financial system.

U.K.
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“Holding crypto-asset exchanges to the same rigorous standards as those that trade securities would address a
major underlap in the regulatory approach,” he said. Carney, also head of the Financial Stability Board, added it is 
now time for regulators to decide whether to “isolate, regulate or integrate” cryptocurrencies.

In February 2018, the Treasury Committee launched an inquiry into cryptocurrencies. The inquiry will explore how 
regulation can protect consumers without holding back innovation.

?
FCA Consumer Warning on ICOs

Unregulated space Most ICOs are not regulated by the FCA and many are based overseas.

No investor protection
You are extremely unlikely to have access to UK regulatory protections like the 
Financial Services Compensation Scheme or the Financial Ombudsman Service.

Like cryptocurrencies in general, the value of a token may be extremely
volatile – vulnerable to dramatic changes.Price volatility

Potential for fraud Some issuers might not have the intention to use the funds raised in the way set 
out when the project was marketed.

Instead of a regulated prospectus, ICOs usually only provide a ‘white paper’. An 
ICO white paper might be unbalanced, incomplete or misleading. A 
sophisticated technical understanding is needed to fully understand the tokens’ 
characteristics and risks.

Inadequate
documentation

Early stage projects
Typically ICO projects are in a very early stage of development and their
business models are experimental. There is a good chance of losing your whole 
stake.

What are the risks? 

Switzerland has taken a similar stance to that of the U.S. in saying it will regard some ICO tokens as securities. But 
the approach adopted by Swiss regulator the Financial Market Supervisory Authority (FINMA) goes further and is 
arguably clearer because it defines and classifies different token types.
  
FINMA released guidelines in February 2018 in which it identified three types of ICO tokens – payment tokens, utility 
tokens and asset tokens – and said the latter of these would be treated as securities and therefore equivalent to 
equities, bonds or derivatives.

“FINMA regards asset tokens as securities, which means that there are securities law requirements for trading in 
such tokens, as well as civil law requirements under the Swiss Code of Obligations,” it said.
 
The regulator said payment tokens “where the token is intended to function as a means of payment and can already 
be transferred”, will come under anti-money laundering regulations.  And it said utility tokens “do not qualify as 
securities only if their sole purpose is to confer digital access rights to an application or service and if the utility token 
can already be used in this way at the point of issue.” But a utility token will be treated as a security if it “functions 
solely or partially as an investment in economic terms.”

Switzerland
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FINMA added, however, that differences in how ICOs are designed mean financial market law and regulation are not 
applicable to all offerings and it will continue to make assessments on a case- by-case basis.
   
But in establishing that the ICO market will be governed by two pieces of existing regulation – money laundering 
and securities – and explaining which regulation will apply to a set of clearly defined token types, the Swiss approach 
appears methodical and well thought-out.

FINMA said it published its guidelines to create clarity and transparency for investors following a “sharp increase” in 
both the number of ICOs and inquiries about the applicability of regulation.

In assessing ICOs, FINMA will focus on the economic function and purpose of the tokens (i.e. the 
blockchain-based units) issued by the ICO organiser. The key factors are the underlying purpose 
of the tokens and whether they are already tradeable or transferable. At present, there is no
generally recognised terminology for the classification of tokens either in Switzerland or
internationally. FINMA categorises tokens into three types, but hybrid forms are possible:

Payment tokens are synonymous with cryptocurrencies and have no further functions or links to other
development projects. Tokens may in some cases only develop the necessary functionality and become
accepted as a means of payment over a period of time.

Utility tokens are tokens which are intended to provide digital access to an application or service.

Asset tokens represent assets such as participations in real physical underlyings, companies, or earnings streams, 
or an entitlement to dividends or interest payments. In terms of their economic function, the tokens are analogous to 
equities, bonds or derivatives.

FINMA ICO Guidelines

In contrast to other regulators looking to apply existing financial market regulations to ICOs, Gibraltar is set to create 
its own specific rules for the sector.
 
According to recent news reports, the British overseas territory is drawing up a draft law that would regulate ICO 
tokens in what would be the world’s first set of specific rules. The draft law, which will be developed by the Gibraltar 
Financial Services Commission (GFSC) and Gibraltar’s Government, will govern the promotion, sale and distribution 
of ICO tokens.

The GFSC hinted at the creation of such a draft law in a statement released in September 2017, when it said it would 
establish a new framework to regulate firms using Distributed Ledger Technology (DLT) “to store or transmit value 
belonging to others, such as virtual currency exchanges.” Alongside this, the GFSC said it was “considering a
complementary regulatory framework covering the promotion and sale of tokens, aligned with the DLT framework.”

The statement also warned investors about the “highly-speculative and risky” nature of ICO fundraising ventures. 
“Early-stage financing is often best undertaken by experienced investors who are familiar with assessing the nature 
of a project and its business plan, the technical characteristics of proposed products, the market for those products, 
and the capabilities of founders and their team,” it said. 

Gibraltar
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France has adopted a more cautious wait-and-see approach toward the ICO sector as it considers its regulatory 
options and seeks industry feedback.

French Regulator, the AMF, published a consultation document in October 2017 in which it said most ICOs fall 
outside any existing regulations. As such, it set out three regulatory options for supervising ICOs:  promoting best 
practices without changing existing legislation; treating ICOs as public offerings of securities; and proposing specific 
legislation for ICOs. The deadline for contributions to the consultation was December 22, 2017.
 
The consultation paper, issued in response to the lack of specific regulations governing the space, said ICOs “involve 
high risks” – including scams, loss of capital, money laundering and risks associated with the projects to be financed. 

Germany is looking to bring the ICO market under existing regulations.
  
German regulator BaFin released a note in February 2018 suggesting ICOs should come under existing European 
and German legislation, including MiFID II, the German Securities Prospectus Act and the German Federal Ministry 
of Justice and Consumer Protection’s Investment Law.

Echoing the Swiss approach, the German regulator also recognised different token types and said it would deal with 
ICOs on a case- by-case basis.

China and South Korea have taken a hard-line, no nonsense approach to ICOs. Both countries issued outright bans 
on ICOs in September 2017 in moves believed to have triggered a plunge in cryptocurrency markets. China cited 
concerns that ICOs represent a threat to financial stability, while South Korea noted the growing risk of financial 
fraud.

France

Germany

China and South Korea

Risky transactions reserved for an informed public
The AMF specifies that ICO transactions are intended to finance technological projects at an 
early stage of their development. Purchasing tokens requires a good understanding of the nature 
of these projects, the underlying technology and the related risks. This type of fundraising is by 
nature intended for a technologically-oriented and informed audience. The tokens issued during 
these transactions have di�erent characteristics specific to each transaction, and it is essential to 
be informed about the nature of the token issued, what it represents for the enterprise that issues 
it, and the related risks and benefits. 

AMF Discussion Paper on ICOs



16ICO Revolution 2018

The extreme action taken by China and South Korea differs markedly from that of Taiwan, which has adopted a 
friendly stance to the ICO sector as it looks to encourage and facilitate innovation in the Fintech space.
 
Taiwan’s parliament passed the Financial Technology Innovation Experimentation Act in December 2017, which 
essentially gives financial technology and Blockchain start-ups free reign to experiment with new business models in 
a deregulated market. 
 
The legislative action is part of a wider strategy of using Blockchain technology to spur economic growth and
innovation and ultimately establish the country as a leading Fintech hub in Asia.
 
Taiwan has a digital currency exchange called Maicoin, which has some 25,000 active users. In December 2016,
Microsoft announced that it entered into a partnership with AMIS — the sister company of Maicoin — and the
Industrial Technology Research Institute of Taiwan to form Asia’s first consortium Blockchain network.

The Taiwanese regulator, the Financial Supervisory Commission (FSC), and Taiwan’s central bank have expressed 
their backing for ICOs, although the FSC has sounded a warning note over ICO fraud.

The city state has said digital tokens will be regulated if deemed securities.
 
In an August 2017 statement, the Monetary Authority of Singapore (MAS) said “the offer or issue of digital tokens 
in Singapore will be regulated by MAS if the digital tokens constitute products regulated under the Securities and 
Futures Act.”

In noting that tokens may “represent ownership or a security interest,” the approach adopted by the MAS has
similarities to that of regulators in the U.S. and Switzerland. 
  
The statement, released in the wake of an increase in the number of ICOs, went on to say that where tokens fall 
under the definition of securities, token issuers will be required to register a prospectus with the MAS prior to any 
offering.

The MAS subsequently issued a guide to digital token offerings in November 2017, in which it said financial advisers 
giving advice in respect of tokens will be subject to the Financial Advisers Act.

The MAS guide also extended the ICO regulatory scope beyond its own rules. “Digital tokens that perform functions 
which may not be within MAS’ regulatory purview may nonetheless be subject to other legislation for combating 
money laundering and terrorism financing.”

Hong Kong’s Securities and Futures Commission (SFC) said in September 2017 that some digital tokens would be 
subject to security regulations. “Depending on the facts and circumstances of an ICO, digital tokens that are offered 
or sold may be securities as defined in the Securities and Futures Ordinance (SFO), and subject to the securities laws 
of Hong Kong,” it said in the statement. 

It further explained that where ICO tokens represent equity or ownership interest in an entity they may be regarded 
as shares and where they represent a debt or liability they may be considered debentures. 

Taiwan

Singapore

Hong Kong



17ICO Revolution 2018

International industry bodies and trade associations have also weighed into the regulatory debate around ICOs. A 
statement released by the European Securities and Markets Authority (ESMA) in November 2017 said entities
involved in ICOs “must give careful consideration as to whether their activities constitute regulated activities” in 
regard to MiFID, the Alternative Investment Fund Managers Directive and the Fourth Anti-Money Laundering
Directive.
 
An alert released by ESMA that same month warned investors that ICOs are “highly speculative investments”
carrying a number of risks. These include loss of all invested capital, lack of exit options, inadequate information 
contained in white papers and flaws in the underlying distributed ledger or Blockchain technology.

Meanwhile, the International Organization of Securities Commissions (IOSCO) put out a warning in January 2018 
about the risks posed by ICOs to retail investors.

“The increased targeting of ICOs to retail investors through online distribution channels by parties often located 
outside an investor’s home jurisdiction – which may not be subject to regulation or may be operating illegally in 
violation of existing laws – raises investor protection concerns.” 

While European regulators are concerned about the dangers posed by ICOs and a lack of investor transparency, 
there is also recognition the phenomenon represents innovative technology with the power and potential to
transform financial markets.

In its October 2017 consultation document, the French AMF announced launch of a digital-asset fundraising
initiative and research programme given that “certain forms of ICOs might in the future constitute an alternative 
mode of financing for a segment of the economy related to Blockchain technology.”

The initiative, called the UNICORN programme, aims to provide project initiators with a framework to develop
transactions.

“Under this innovative programme, the AMF will meet with the initiators of different types of projects (French or 
foreign entrepreneurs and their advisors), which will allow it to deepen its legal and economic expertise of the
transactions carried out and their implications for the traditional economy.”

European regulators are also looking to encourage and promote DLT. Swiss regulator FINMA said in its September 
2017 guidance that, it recognised the “innovative potential” of distributed ledger and Blockchain technology and 
“welcomes and supports all efforts to develop and implement Blockchain solutions in the Swiss financial centre.”

And Christopher Woolard, Executive Director of Strategy and Competition at the U.K. FCA, said in the regulator’s 
2017 feedback statement that DLT could potentially “transform practices across a number of markets, sharpening 
competition and improving risk management.”

Elsewhere, the U.S. says it recognizes the transformative potential of the burgeoning ICO sector. SEC Chairman Jay 
Clayton said ICOs can be an effective channel to generate funds for innovative projects.

“The technology on which cryptocurrencies and ICOs are based may prove to be disruptive, transformative and
efficiency enhancing,” he said in December 2017. “I am confident that developments in fintech will help facilitate 
capital formation and provide promising investment opportunities for institutional and Main Street investors alike.”

Industry Bodies

Facilitating Innovation
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Investor Best Practice

The ICO market undoubtedly presents several risks to investors. But the tangled mass of different international
regulations, laws, guidelines and philosophies mean investors face a hard task navigating and understanding these 
risks. Nevertheless, investors looking to participate in ICOs should follow a few basic rules and principles in order to 
establish the legitimacy of offerings and avoid being caught out by scams. 

• Only invest in an ICO if you are an experienced and sophisticated investor.

• Do your homework and fully research the offering and project to be financed. What is the 
ultimate business plan of the project and what goals does it hope to achieve?  Consider the  
people behind the ICO. Are they reputable and accessible? What is their background and 
history?

 
• ICO white papers must be carefully scrutinised. Does the white paper offer a full and 

comprehensive overview of the project to be financed? Is it ambiguous or unclear? Any 
questions or gaps in knowledge and understanding need to be addressed to the issuing entity.

 
• Understand that ICOs operate in a largely unregulated space with little or no consumer 

protection. Establish if the offering is subject to any existing regulations and, if so, whether the 
ICO complies with the rules.

• Be fully aware of what the ICO tokens entitle you to. Do tokens offer voting rights, ownership 
rights, rights to a share of future earnings and access to dividends or can they only be 
exchanged for an application or service? The purpose and function of tokens also needs to be 
considered – are they tradeable or transferable and can they be used as a means of payment? 
And establish if the number of tokens on offer is fixed before the sale.

  
• Be watchful of scams. Looking at examples of previous scams may help identify tell-tale 

warning signals. If it looks suspicious or sounds too good to be true, approach with extreme 
caution. Stay away from anything offering guaranteed high investment returns. The name of 
the ICO and website text should be carefully checked – does it sound suspicious, satirical or 
strange?

  
• Understand you could lose money even to legitimate offerings because ICOs predominantly 

fund early stage projects and experimental start-ups. 
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CoreData
About Us
CoreData Research is a global specialist financial services research and strategy consultancy. CoreData Research 
understands the boundaries of research are limitless and with a thirst for new research capabilities and driven by 
client demand; the group has expanded over the past few years into the Americas, Africa, Asia, and Europe.

CoreData Group has operations in Australia, the United Kingdom, the United States of America, Colombia, 
Sweden, Malta, Singapore, South Africa and the Philippines. The group’s expansion means CoreData Research has the 
capabilities and expertise to conduct syndicated and bespoke research projects on six different continents, while still 
maintaining the high level of technical insight and professionalism our repeat clients demand.

With a primary focus on financial services CoreData Research provides clients with both bespoke and syndicated 
research services through a variety of data collection strategies and methodologies, along with consulting and 
research database hosting and outsourcing services.

CoreData Research provides both business-to-business and business to- consumer research, while the group’s 
offering includes market intelligence, guidance on strategic positioning, methods for developing new business, advice 
on operational marketing and other consulting services.

The team is a complimentary blend of experienced financial services, research, marketing and media 
professionals, who together combine their years of indu try experience with primary research to bring perspective 
 to existing market conditions and evolving trends.

CoreData Research has developed a number of syndicated benchmark proprietary indexes across a broad range of 
business areas within the financial services industry.

The team understands the demand and service aspects of the financial services market. It is continuously in the 
market through a mixture of constant researching, polling and mystery shopping and provides in-depth research at 
low cost and rapid execution. The group builds a picture of a client’s market from hard data which allows them to 
make efficient decisions which will have the biggest impact for the least spend.

• Experts in financial services research
• Deep understanding of industry issues and business trends
• In-house proprietary industry benchmark data
• Industry leading research methodologies
• Rolling benchmarks
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Headquarters

CoreData Pty Limited
Suite 7, Level 9, 66 Hunter St
Sydney, NSW, 2000
T: +61 2 9376 9600
E: coredata@coredata.com.au

CoreData Research Services Inc.
Unit E-1608 Philippine Stock Exchange Centre,
Exchange Rd, Ortigas, Pasig City, 1605
T: +63 2 667 3996   
E: info_ph@coredataresearch.com

CoreData Research Ltd
6 Foster Lane, London ECV 6HH
United Kingdom
T: +44 (0)207 600 5555
E: info_uk@coredataresearch.com

CoreData Research LLC
15 Court Square, #450
Boston, 02108
T: +1 (857) 239 8398
E: info_us@coredataresearch.com

AUSTRALIA

PHILIPPINES

UK

US


