
Redefining Finance for the New Economy

October 2021

China bans; the US doesn’t
Crypto wins

The Digital Regulator



Table of Contents

Executive summary � 2 

1.	 China, the US, and Crypto� 3

2.	 Other Noteworthy� 4 

	 Developments

3.	 Conclusion� 6

2

The Digital Regulator
October 2021

Authors
Mattia Rattaggi 
External Regulatory Analyst  
METI Advisory AG

Yves Longchamp 
Head of Research  
SEBA Bank AG

Contact
research@seba.swiss

Executive summary
On 24 September 2021, China’s key monetary and financial agencies issued a blanket ban 
on all crypto transactions and mining. This confirmed and reinforced the May 2021 ban on 
financial institutions and payment companies providing cryptocurrency-related services 
that enable cryptocurrency transactions. Similar bans were issued in 2013 and 2017, and 
there was, more broadly, a relentless effort to suffocate the domestic cryptocurrencies 
market. The latest ban came days after the securities regulatory commission re-affirmed 
the work on introducing smart contracts and blockchain-based services to digitise the se-
curities and futures market; it also followed a period of heavy work by the monetary au-
thority that culminated in the release of the e-yuan in 2020. China has always supported 
the distributed ledger technologies-based applications.

On 1 October 2021, the chair of the US Federal Reserve System clarified that the US does 
not intend to ban cryptocurrency. The chair of the securities and exchange commission 
(SEC) took the same stance on 5 October 2021. The statement followed several months 
of intense scrutiny and analyses of the cryptocurrency markets, and political procedur-
al steps by the federal monetary and financial regulators. These steps were undertaken 
to address the cryptocurrency market’s weaknesses exposed by the correction that took 
place in May 2021, such as those related to market infrastructure, market conduct, and 
investor protection. On 1 September 2021, the SEC urged crypto exchanges to embrace 
the regulation in order to not lose public trust, and on 5 September 2021, it called for the 
crypto space to work in cooperation with regulators.

Daily bitcoin price charts evidence that strong statements made by superpowers do move 
the market. Investors should consider such statements within a broader context and be 
mindful of the following. First, cryptofinance cannot be stopped unless the Internet is shut 
down or extensively controlled. Second, regulatory adoption and sustainable practices are 
necessary conditions for mass cryptofinance adoption. Then, recent global developments 
show that cryptofinance-unfriendly jurisdictions are increasingly a minority.

The last few weeks have offered several regulatory developments in the digital space. The 
Swiss Financial Market Supervisory Authority (FINMA) issued the first-ever approval for a 
stock exchange to trade tokens and for a cryptocurrency fund, solidifying Crypto Nation’s 
primacy. The US SEC once again postponed decisions on bitcoin ETFs, although their ap-
proval seems to be a matter of ‘when’ rather than ‘if’. CBDC’s uninterrupted momentum 
continued, with important developments from the Bank for International Settlements and 
several central banks. Importantly, for the stability of cryptocurrency markets, the stable-
coin Tether had half of its New York Court claims dismissed.
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1.  
China, the US, and Crypto
News headlines such as China banning cryptocurrencies and the US not banning crypto-
currencies cause movement in the market. The negative impact on bitcoin price on 24 Sep-
tember 2021—when China’s key monetary and financial agencies issued the blanket ban on 
cryptocurrency transactions and mining—and the positive impact on 1 October 2021—when 
the US monetary authority confirmed it will not ban cryptocurrencies—are stark reminders. 
Investors need to appreciate these headlines in a broader context. What follows recasts the 
recent headlines in such a broader context and endeavours to offer an interpretation.

China
•	 The Chinese authorities always distinguished sharply between blockchain technology and 

cryptofinance. The country also demonstrated global leadership in the area of central 
bank digital currency.

•	 The first cryptocurrency ban dates back to 2013. Further, in September 2017, it was made 
clear that bitcoin will not serve as a fiat currency and all initial coin offerings (ICOs) should 
be regarded as illegal financing activities. The pronouncements continued with explicit 
prohibitions on the use of cryptoassets as investment tools for trusts and investment funds, 
with bitcoin to be accepted by financial institutions or payment-processors as payment.

•	 During 2020, the government focused heavily on CBDC, releasing the e-yuan and com-
mitting to making the official digital yuan the only yuan-pegged stablecoin in China. In 
November 2020, China’s President urged the G20 to support CBDCs and pass supportive 
regulation. 

•	 During the second quarter of 2021, China reiterated and reinforced the prohibition for 
banks and payment firms to provide services related to cryptocurrency transactions.  
Furthermore, it resolved to crack down on crypto mining and improper trading behaviour 
as part of the effort to control financial risks. 

•	 Then, on 24 September 2021, 10 agencies, including the central bank and financial,  
securities, and foreign exchange regulators, issued a blanket ban on all crypto transac-
tions and mining. The repeated prohibitions evidence the difficulty of identifying crypto-
currency-related transactions. The alleged reasons for the bans include the disruption of 
economic and financial order, the promotion of illicit activities such as money laundering, 
mushrooming fraud, and pyramid schemes. 

•	 The authorities have otherwise been highly supportive of blockchain technology,  
announcing plans to make Beijing a blockchain innovation hub by 2022, proposing a 
blockchain trade financing platform for a regional construction project, introducing a  
national blockchain platform to assist faster and cheaper deployments, and committing 
to devising national blockchain standards.

The US
•	 The US has traditionally suffered from its intricate federal and state-based regulatory  

system and a directionally unsettled economic policy stance. A cryptocurrency ban was 
never on the agenda. 

•	 At the federal level, the SEC has been clear on its position that if a coin or token meets the 
Howey test, it will be deemed to be a security regulated under the Securities Act and the 
issuer must register the security with the SEC or offer it pursuant to an exemption from the 
registration requirements. 

•	 At the political level, Congress has failed to agree on a blockchain or cryptocurrency Act 
thus far. The federal regulatory agencies and Congress have dominated the discussion 
around cryptofinance regulation in 2021, compared to past years when individual mem-
ber states were equally prominent. 

•	 Following the cryptocurrency market correction that took place in May 2021, the federal 
financial and banking regulators have teamed up to pursue, rapidly and rigorously, a clear 
and explicit cryptocurrency regulatory framework capable of addressing the weakness-
es exposed by the correction. These include market infrastructure, market conduct, and  
investor protection.

Global superpowers,  
China and the US, debate  
cryptocurrencies and take 
opposing positions, making 
international headlines.  
Considering the broader  
context, cryptocurrencies win.
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•	 On 20 May 2021, the Office of the Comptroller of the Currency (OCC) launched a col-
laboration with the Federal Reserve (FED) and the Federal Deposit Insurance Corporation 
(FDIC) to produce a joint cryptocurrency regulatory framework. On 26 May, the SEC report-
ed that cryptocurrency markets are currently subject to regulatory gaps and announced 
steps to regulate cryptocurrency exchanges similarly to traditional exchanges.

•	 In August 2021, the SEC took a stance on decentralised finance (DeFi), making it clear that 
it believes investor protections are particularly lacking in the DeFi space. On 1 October 
2021, the FED’s chair stated that the agency has no intention to ban cryptocurrency.

Assessment
A broader look at the regulatory stances that have prevailed over time for each of the 
superpowers, China and the US, shows that Chinese authorities have always distinguished 
clearly between blockchain technology—which they consistently promoted—and cryptof-
inance—which they repeatedly attempted to ban. The statement made on 24 September 
2021 by Chinese authorities is unsurprising from an historical perspective. The periodic 
reiteration of the prohibition statements is a stark reminder of the difficulty of practically 
implementing such statements. Cryptofinance cannot be stopped unless the Internet is 
shut down or extensively controlled, and the development of DeFi does not make the im-
plementation of bans easier. The US authorities’ ability to deal with cryptofinance has long 
been hampered by the complex nature of the intricate system of federal and national reg-
ulators, which has produced complexity and uncertainty. The intent has, however, never 
been to prohibit cryptocurrency finance but, rather, to promote sustainable practices. In 
2021, the US federal authorities intensified their actions and their collaboration at the ana-
lytical level, indicating an intention to introduce a regulatory framework aimed at fostering 
sustainable cryptofinance practices and, under this condition, eventually mass adoption. 
The statement made on 1 October 2021 that cryptocurrencies will not be banned, further 
confirms this stance. Cryptofinance-unfriendly jurisdictions are certainly increasingly a 
minority from a global perspective, and investors should always weigh headlines from an 
historical perspective.

2.  
Other Noteworthy Developments
The Swiss FINMA issued its first-ever approval for a stock exchange to trade tokens and for a 
cryptocurrency fund. Thus, the Swiss Crypto Nation solidifies its global primacy.
•	 FINMA authorised SIX Digital Exchange AG to act as a central securities depository and 

the associated company, SDX Trading AG, to act as a stock exchange. The licence facili-
tates the trading of digital securities in the form of tokens and their integrated settlement, 
consolidating the value chain ranging from issuance and trading to the settlement and 
custody of tokenised assets. 

•	 FINMA also approved the first fund according to Swiss law that invests primarily in cryp-
toassets. The investment fund belongs to the category ‘other funds for alternative invest-
ments’ with particular risks. Distribution of this fund is restricted to qualified investors.

The US SEC once again postponed decisions on bitcoin ETFs. Nonetheless, an approval 
seems certain—it is only a matter of when it will be approved.
•	 In September 2021, the SEC extended its consideration of VanEck’s Bitcoin exchange-trad-

ed fund application by 60 days, to 14 November 2021. In early October, the SEC extended 
the deadline of the applications by Global X Bitcoin Trust, Valkyrie XBTO Bitcoin Futures 
Fund, WisdomTree Bitcoin Trust, and Kryptoin Bitcoin ETF by 45 days to 21 November,  
8 December, 11 December, and 24 December, respectively. 

https://www.finma.ch/en/news/2021/09/finma-issues-first-ever-approval-for-a-stock-exchange-and-a-central-securities-depository-for-the-trading-of-tokens/?pk_campaign=News-Service&pk_kwd=FINMA%20issues%20first-ever%20approval%20for%20a%20stock%20exchange%20and%20a%20central%20securities%20depository%20for%20the%20trading%20of%20tokens
https://www.finma.ch/en/news/2021/09/20210929-mm-genehmigung-schweizer-kryptofonds/
https://www.theblockcrypto.com/linked/117128/sec-punts-on-vaneck-bitcoin-etf-decision-until-november-14
https://cointelegraph.com/news/sec-extends-four-bitcoin-etf-deadlines-by-45-days
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CBDC’s uninterrupted momentum continued, with important developments from the BIS 
and several jurisdictions.
•	 The BIS stated that the collaboration between the private and public sectors is crucial for 

the effective development of a CBDC system. Sound collaboration is needed to ensure 
effectiveness, interoperability, and coexistence with the broader payment system.

•	 The BIS also requested central banks to intensify the efforts to develop CBDCs. It em-
phasised that a well-designed CBDC will be a safe and neutral means of payment and 
settlement. It also stated that a well-designed CBDC will serve as a common interoperable 
platform around which the new payment ecosystem can be organised, enable an open 
finance architecture that is integrated while welcoming competition and innovation, and 
preserve democratic control of the currency.

•	 The Monetary Authority of Singapore (MAS) selected 15 companies for its CBDC chal-
lenge. These include one company each from Barbados, Germany, Switzerland, Australia, 
and France. There are also four companies from the US and six companies from Singapore.

•	 The US FED reported being on track with its work on CBDC and emphasised the impor-
tance of the central bank in maintaining a stable currency and payment system for the 
public’s benefit.

•	 Bhutan announced a pilot CBDC project in collaboration with Ripple. 

Stablecoin Tether had half of its New York Court claims dismissed—an important news 
event supporting the stability of the cryptocurrencies market.
•	 The US District Court for the Southern District of New York issued a 127-page opinion and 

order dismissing half of the class action plaintiffs’ claims against Tether and Bitfinex. 

A relentless adoption of cryptofinance globally, with developments in Ukraine, Italy,  
Argentina, Colombia, and Dubai.
•	 The Ukrainian Parliament passed the so-called ‘Virtual Assets Bill’, which classifies cryp-

toassets as intangible assets and creates norms for exchange operations. Thus, citizens 
may open and use bank accounts to transact with cryptoassets.

•	 The Italian financial regulatory agency Consob recognised that lack of proper oversight 
would result in cryptocurrency markets suffering from suboptimal transparency and lead 
to poor choices by participants and the illicit use of such platforms. The agency joined the 
movement to regulate cryptocurrencies to avoid misuse and create trust, which is pivotal 
for adoption.

•	 The Central Bank of Argentina issued a statement declaring that it has no problem with 
counterparts choosing to accept cryptocurrencies for payments and emphasised the 
need to educate and protect investors.

•	 The Central Bank of Colombia believes that acceptance and regulation of cryptocurren-
cies represent an important step, and it anticipates regulatory work in the field.

•	 The Dubai World Trade Centre Authority (DWTCA) signed an agreement with the UAE’s 
Securities and Commodities Authority (SCA) to support the regulation and trading of cryp-
toassets within the DWTCA free zone. The DWTCA is empowered to issue approvals and 
licenses required to operate cryptocurrencies’ financial activities. The SCA will supervise 
such activities.

https://www.bis.org/publ/othp42.pdf
https://www.bis.org/speeches/sp210910.htm
https://coinnounce.com/singapore-names-15-companies-to-help-build-its-cbdc/
https://coinnounce.com/u-s-fed-chair-jerome-powell-says-they-are-not-behind-on-cbdc/
https://ambcrypto.com/bhutan-joins-hands-with-ripple-for-cbdc-pilot/
https://tether.to/ny-court-dismisses-half-of-class-action-plaintiffs-claims-against-tether/
https://cryptobriefing.com/ukraine-passes-law-legalize-bitcoin-crypto-businesses/
https://www.cryptopolitan.com/italy-plans-to-regulate-crypto-market/
https://coinnounce.com/argentinas-central-bank-head-says-they-are-closely-watching-cryptocurrencies/
https://chaintimes.com/central-bank-of-colombia-is-in-favor-of-regulating-cryptocurrencies/
https://cointelegraph.com/news/uae-regulators-approve-crypto-trading-in-dubai-free-zone
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3.  
Conclusion
Markets are often materially influenced by news headlines. On 24 September and 1 October, 
the bitcoin price reacted markedly to the news that China would ban cryptocurrencies and 
that the US will not ban cryptocurrencies, respectively. Investors should maintain a longer 
and global perspective on cryptofinance and trust the following truth and trend: A negligible 
innovation such as blockchain found its legitimate place within finance in less than 10 years, 
first in a small but financially important jurisdiction such as Switzerland, then—at an increas-
ing pace—in what is now over 125 jurisdictions and all relevant international regulatory and 
political bodies. The bottom line is that the jurisdictions that ban cryptofinance altogether 
are an increasingly small minority and that implementing an outright ban is difficult—as ev-
idenced by the regularly reiterated statements from China regarding its ban over the years. 
The prevailing momentum that is reinforced significantly by the latest pronouncements and 
initiatives in the US is one that focuses on integrating cryptocurrency meaningfully into  
finance keeping in mind sustainability aspects (AML/investor protection).
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Disclaimer

This document has been prepared by SEBA Bank AG (“SEBA”) in Switzerland. SEBA is a Swiss bank and securities dealer with its Head Office and legal domicile in Switzerland. It is authorized 
and regulated by the Swiss Financial Market Supervisory Authority (FINMA). This document is published solely for information purposes; it is not an advertisement nor is it a solicitation or 
an offer to buy or sell any financial investment or to participate in any particular investment strategy. It is not directed to, or intended for distribution to or use by, any person or entity who 
is a citizen or resident of or located in any locality, state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation or would 
subject SEBA to any registration or licensing requirement within such jurisdiction. 

No representation or warranty, either express or implied, is provided in relation to the accuracy, completeness or reliability of the information contained in this document, except with 
respect to information concerning SEBA. The information is not intended to be a complete statement or summary of the financial investments, markets or developments referred to in the 
document. SEBA does not undertake to update or keep current the information. Any statements contained in this document attributed to a third party represent SEBA‘s interpretation of the 
data, information and/or opinions provided by that third party either publicly or through a subscription service, and such use and interpretation have not been reviewed by the third party. 

Any prices stated in this document are for information purposes only and do not represent valuations for individual investments. There is no representation that any transaction can or 
could have been effected at those prices, and any prices do not necessarily reflect SEBA’s internal books and records or theoretical model-based valuations and may be based on certain 
assumptions. Different assumptions by SEBA or any other source may yield substantially different results. 

Nothing in this document constitutes a representation that any investment strategy or investment is suitable or appropriate to an investor’s individual circumstances or otherwise consti-
tutes a personal recommendation. Investments involve risks, and investors should exercise prudence and their own judgment in making their investment decisions. Financial investments 
described in the document may not be eligible for sale in all jurisdictions or to certain categories of investors. Certain services and products are subject to legal restrictions and cannot 
be offered on an unrestricted basis to certain investors. Recipients are therefore asked to consult the restrictions relating to investments, products or services for further information. Fur-
thermore, recipients may consult their legal/tax advisors should they require any clarifications. SEBA and any of its directors or employees may be entitled at any time to hold long or short 
positions in investments, carry out transactions involving relevant investments in the capacity of principal or agent, or provide any other services or have officers, who serve as directors, 
either to/for the issuer, the investment itself or to/for any company commercially or financially affiliated to such investment. 

At any time, investment decisions (including whether to buy, sell or hold investments) made by SEBA and its employees may differ from or be contrary to the opinions expressed in SEBA 
research publications. 

Some investments may not be readily realizable since the market is illiquid and therefore valuing the investment and identifying the risk to which you are exposed may be difficult to 
quantify. Investing in digital assets including crypto assets as well as in futures and options is not suitable for every investor as there is a substantial risk of loss, and losses in excess of an 
initial investment may under certain circumstances occur. The value of any investment or income may go down as well as up, and investors may not get back the full amount invested. Past 
performance of an investment is no guarantee for its future performance. Additional information will be made available upon request. Some investments may be subject to sudden and 
large falls in value and on realization you may receive back less than you invested or may be required to pay more. Changes in foreign exchange rates may have an adverse effect on the 
price, value or income of an investment. Tax treatment depends on the individual circumstances and may be subject to change in the future. 

SEBA does not provide legal or tax advice and makes no representations as to the tax treatment of assets or the investment returns thereon both in general or with reference to specific 
investor’s circumstances and needs. We are of necessity unable to take into account the particular investment objectives, financial situation and needs of individual investors and we would 
recommend that you take financial and/or tax advice as to the implications (including tax) prior to investing. Neither SEBA nor any of its directors, employees or agents accepts any liability 
for any loss (including investment loss) or damage arising out of the use of all or any of the Information provided in the document. 

This document may not be reproduced or copies circulated without prior authority of SEBA. Unless otherwise agreed in writing SEBA expressly prohibits the distribution and transfer of 
this document to third parties for any reason. SEBA accepts no liability whatsoever for any claims or lawsuits from any third parties arising from the use or distribution of this document.

Research will initiate, update and cease coverage solely at the discretion of SEBA. The information contained in this document is based on numerous assumptions. Different assumptions 
could result in materially different results. SEBA may use research input provided by analysts employed by its affliate B&B Analytics Private Limited, Mumbai. The analyst(s) responsible for 
the preparation of this document may interact with trading desk personnel, sales personnel and other parties for the purpose of gathering, applying and interpreting market information 
The compensation of the analyst who prepared this document is determined exclusively by SEBA.

Austria: SEBA is not licensed to conduct banking andfinancial activities in Austria nor is SEBA supervised by the Austrian Financial Market Authority (Finanzmarktaufsicht), to which this 
document has not been submitted for approval. France: SEBA is not licensed to conduct banking and financial activities in France nor is SEBA supervised by French banking and financial 
authorities. Italy: SEBA is not licensed to conduct banking and financial activities in Italy nor is SEBA supervised by the Bank of Italy (Banca d’Italia) and the Italian Financial Markets Su-
pervisory Authority (CONSOB - Commissione Nazionale per le Società e la Borsa), to which this document has not been submitted for approval. Germany: SEBA is not licensed to conduct 
banking and financial activities in Germany nor is SEBA supervised by the German Federal Financial Services Supervisory Authority (Bundesanstalt für Finanzdienstleistungsaufsicht), to 
which this document has not been submitted for approval. Hong-Kong: SEBA is not licensed to conduct banking and financial activities in Hong-Kong nor is SEBA supervised by banking 
and financial authorities in Hong-Kong, to which this document has not been submitted for approval. This document is not directed to, or intended for distribution to or use by, any person 
or entity who is a citizen or resident of or located in Hong-Kong where such distribution, publication, availability or use would be contrary to law or regulation or would subject SEBA to any 
registration or licensing requirement within such jurisdiction. This document is under no circumstances directed to, or intended for distribution, publication to or use by, persons who are not 
“professional investors” within the meaning of the Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong) and any rules made thereunder (the “SFO”). Netherlands: This 
publication has been produced by SEBA, which is not authorised to provide regulated services in the Netherlands. Portugal: SEBA is not licensed to conduct banking and financial activities 
in Portugal nor is SEBA supervised by the Portuguese regulators Bank of Portugal “Banco de Portugal” and Portuguese Securities Exchange Commission “Comissao do Mercado de Valores 
Mobiliarios”. Singapore: SEBA is not licensed to conduct banking and financial activities in Singapore nor is SEBA supervised by banking and financial authorities in Singapore, to which 
this document has not been submitted for approval. This document was provided to you as a result of a request received by SEBA from you and/or persons entitled to make the request on 
your behalf. Should you have received the document erroneously, SEBA asks that you kindly destroy/delete it and inform SEBA immediately. This document is not directed to, or intended 
for distribution to or use by, any person or entity who is a citizen or resident of or located in Singapore where such distribution, publication, availability or use would be contrary to law or 
regulation or would subject SEBA to any registration or licensing requirement within such jurisdiction. This document is under no circumstances directed to, or intended for distribution, pub-
lication to or use by, persons who are not accredited investors, expert investors or institutional investors as declned in section 4A of the Securities and Futures Act (Cap. 289 of Singapore) 
(“SFA”). UK: This document has been prepared by SEBA Bank AG (“SEBA”) in Switzerland. SEBA is a Swiss bank and securities dealer with its head offce and legal domicile in Switzerland. It 
is authorized and regulated by the Swiss Financial Market Supervisory Authority (FINMA). This document is for your information only and is not intended as an offer, or a solicitation of an 
offer, to buy or sell any investment or other specific product.

SEBA is not an authorised person for purposes of the Financial Services and Markets Act (FSMA), and accordingly, any information if deemed a financial promotion is provided only to 
persons in the UK reasonably believed to be of a kind to whom promotions may be communicated by an unauthorised person pursuant to an exemption under the FSMA (Financial Promo-
tion) Order 2005 (the “FPO”). Such persons include: (a) persons having professional experience in matters relating to investments (“Investment Professionals”) and (b) high net worth bodies 
corporate, partnerships, unincorporated associations, trusts, etc. falling within Article 49 of the FPO (“High Net Worth Businesses”). High Net Worth Businesses include: (i) a corporation 
which has called-up share capital or net assets of at least GBP 5 million or is a member of a group in which includes a company with called-up share capital or net assets of at least GBP 5 
million (but where the corporation has more than 20 shareholders or it is a subsidiary of a company with more than 20 shareholders, the GBP 5 million share capital / net assets requirement 
is reduced to GBP 500,000); (ii) a partnership or unincorporated association with net assets of at least GBP 5 million and (iii) a trustee of a trust which has had gross assets (i.e. total assets 
held before deduction of any liabilities) of at least GBP 10 million at any time within the year preceding the promotion. Any financial promotion information is available only to such persons, 
and persons of any other description in the UK may not rely on the information in it. Most of the protections provided by the UK regulatory system, and compensation under the UK Financial 
Services Compensation Scheme, will not be available.
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