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Regulatory Fintech 
Friendliness and 
ICO Focus

This article is an extract of the CH Alliance yearly publication

This article is an extract of the CH Alliance yearly publication on Innovation for 

Financial Services. This 2019 edition includes several articles on the “Tokenization” 

of the economy, expressed by the Initial Coin Offering (ICO) wave, which is now 

becoming a semi-regulated activity in major financial centers - the first step to 

global recognition. The remaining articles provide insights on hot topics for 

several Financial Services sub industries: AI for Wealth Management, chatbots 

in B2C Banking, autonomous vehicles and catastrophe bonds in Insurance, hot 

Fintech for Real Estate finance management and data visualization in CIB.

CH&Co. is a leading Swiss consulting firm focused exclusively on the Financial 

Services Industry. With 7 offices worldwide and over 300 professionals, we 

proudly serve the industry’s major banks, insurance companies, wealth managers 

and investment funds.

To read more please visit Chappuishalder.com
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Regulatory Fintech 
Friendliness and ICO 
Focus

The global economic landscape for technology 

firms dedicated to the financial sector (fintechs), 

has undergone a major transformation in 

recent years. 

Between 2012 and 2016*, the value of venture 

capital investments in the financial services 

sector worldwide was multiplied by 7, whilst 

the average deal value was multiplied by 3.

Due to the emergence of new “Unicorns” 

such as Symphony, which rethink and secure 

collaboration between financiers, fintechs are 

disrupting current business models. Whether 

they are positioned as direct competitors 

to traditional finance players or as partners, 

fintechs are present across the value chain 

and have become integral stakeholders in the 

world of financial services.

Financial Regulation

To promote the development of 

fintechs, several countries have 

launched initiatives to reduce 

the regulatory burdens for these 

start-ups. From one regulatory 

authority to another, the strategies 

differ.
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However, the appearance of fintechs specializing in 

regulation, also known as regtechs, allows for accel-

erated implementation and the financial industry’s 

compliance with the guidelines issued by the regula-

tor, thereby improving the regulatory environment. 

Pragmatically, they also enable the financial indus-

try to better face its regulatory challenges: 

It is in this context that we have observed, in recent 

years, various initiatives to attract foreign fintechs 

(Agility in France to attract fintechs from the U.K., 

UKTI in the U.K. to attract Asian fintechs) or even 

interstate collaborations between regulatory author-

ities (Switzerland – Singapore, for example).

Today, fintechs are confronted with several ma-

jor challenges that they must integrate into their 

business model: access to financing, reluctance of 

companies to adopt new technologies, evolution of 

consumer behaviour and the regulatory framework. 

These regulatory constraints indeed weigh on the 

development of fintechs by inducing:

THE CHALLENGES FACED BY FINTECHS

REGULATORY AUTHORITY 
FRIENDLINESS

We studied the innovation policies of the 10 main 

international regulators with regard to fintechs. This 

study is part of a methodological framework based 

on four pillars:

Uncertainty regarding industry operations, which can hinder 

the development of new activities

A financial cost to comply with these regulations

A human and technological cost to adapting to the new rules: 

change management, employee training, new reporting, cost 

of scarce resources, etc.

Reduction of compliance costs, by pooling and standardizing 

practices

Operational efficiency improvement of certain tasks due to 

automation: regulatory reporting, quality control on data

Improvement and security of processes: client onboarding 

and KYC, risk management

In time, it is the entire market and its clients that will 

benefit from a more stable and efficient financial in-

dustry. Regulators now have a new role to play and 

must maintain a clear position in terms of policy in-

novation to foster the emergence of a flexible, stable 

and complex fintech ecosystem

Flexibility of the Regulatory Framework: Regulator’s 

ability to define a clear regulatory framework and to adapt 

its supervisory constraints to the specific nature of new 

technological firms that do not necessarily have the required 

resources for established players.

Mission Statement: Official statement or declared position 

of the regulator relating to its values, motivations, principles 

and ambitions with regard to innovation and the players 

involved.

Accessibility and Proactivity: Concrete initiatives put in 

place to satisfy and retain fintechs (level of usefulness, 

simplicity and credibility of the actions undertaken, degree 

of proximity, accessibility and interactions with fintechs, 

ergonomics of procedures, educational support, etc.).

Human Capital: Knowledge and expertise of the regulator 

on innovative and disruptive subjects brought forward by 

fintechs and the ability to work with them, with a view to 

offering support in an open and non-defensive way. 



4

FINTECH POLICIES: CHOICES MADE BY 10 LEADING 
INTERNATIONAL REGULATORS

Hong-Kong:

Supervisory sandbox, similar 
to the United Kingdom’s but 
reserved for banks. Start-
ups that are not affiliated 
with authorized financial 
institutions do not have 
access to this sandbox.

•

Singapore:

Implementation of a 
sandbox: if experiment is 
a success, return to regular 
law within a deadline 
provided in advance; 
assistance is granted when 
the fintech is outside 
the sandbox.  Initiatives: 
“Fintech and Innovation 
group”, financial aid. 

•

Japan:

Regulatory framework 
unfavorable to fintechs until 
2017

Shinzo Abe and his 
government recently decided 
to support start-ups via a 
regulatory sandbox for 2018.

•

•

Regulatory exemption for 
fintechs practicing these 
three activities: deposit, 
loan and chequebook.   

United States:

•

 Potential establishment 
of a regulatory sandbox 
(consultation in progress) 
as well as various initiatives 
(working group focused on 
fintechs at the provincial 
level, for example Mate).

Canada:

•

United Kingdom:

Implementation of a 
sandbox: fintechs selected 
get regulatory exemptions, 
once the critical stage is 
reached.

Initiative: “Innovation 
hub”, a team of experts to 
support start-up companies 
by guiding them through 
various regulations and 
assisting them in the 
preparation of their 
certification applications.

•

•

Switzerland:

 Development of a one-size-
fits-all sandbox: all fintechs 
can enter this regulatory 
area and then return to 
normal law.

Initiatives: Support 
system (fintech desk), 
measures that facilitate the 
development of fintechs 
(simplified banking licence, 
extension of the deadline 
for operating accounts).

•

•

Germany:

Same regulation as 
traditional financial 
players.

Initiatives: BaFin website 
adapted to fintech 
requests, specialized 
task force for fintechs, 
Fincamp (dialogue system 
between fintechs and the 
authorities).

•

•

France:

Introduction of a sandbox: 
compliance in stages that 
corresponds to a regulatory 
proportionality rule 
measured according to the 
risk incurred by the fintech.

Initiatives: Agility 
(repatriating fintechs from 
the United Kingdom), 
fintech and innovation 
hub (support scheme in the 
form of a one-stop shop), 
FinTech Forum.

•

•

Australia:

Strong support from the 
government to make the 
country a leader in terms of 
fintechs and innovation in 
financial services

 
Regulatory Sandbox
Creation of an innovation hub
Encouragement of 
crowdfunding of capital 
(CSEF Framework)

•

-
-
-

Key initiatives : 
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Initial Coin Offering (ICO) is a new method of rais-

ing capital, which involves the sale of digital assets 

(tokens) typically in exchange for major cryptocur-

rencies (e.g. Bitcoin or Ether) or fiat currencies. ICOs 

have started to become the dominant funding meth-

od for technology and blockchain related firms, 

especially for those at the start-up or development 

stage. 

Since the first Initial Coin Offering (ICO) held in 

July 2013 by Mastercoin, the ICO landscape has 

drastically changed. By the end of Q2 2018, nearly 

1,200 ICOs were closed, raising more than $27 bil-

lion in capital. 2017 was a crucial year for the ICO 

market, with a drastic increase in the number of 

ICOs and capital raised. During the first half of 

2018, the ICO market reached record levels: the first 

ICOS – THE NEW FUNDRAISING METHOD FOR START-UPS

“Unicorn” ICOs (capital raised > $1 billion) were 

witnessed (e.g. Telegram and EOS) and total capital 

raised in the first half of 2018 surpassed all pre-2018 

ICOs combined. 

As much as ICOs can be a cheap and more efficient 

way of raising funds for start-ups, this rapid expan-

sion in the ICO market has brought along with it 

undesired behaviour (e.g. fraudulent ICOs, money 

laundering). Studies have estimated that less than 

50% of all start-ups that raise capital through an ICO 

survive more than four months. The rapid expan-

sion of the global ICO market has attracted a great 

deal of attention in the financial community, espe-

cially from a regulatory standpoint. Globally, regu-

lation of the ICO market is at different stages. Some 

countries, like China, have banned ICOs altogether, 

Pioneers 
Australia, Singapore and UK

These regulators have reached a stage of advanced 

maturity in their measures to accompany fintechs: 

Sandbox, support and accompaniment.

Followers
Canada and Japan

These regulators are in a transition period, trying to 

catch up with the “Pioneers”; they are characterized 

by a framework that is evolving favourably but still 

has few concrete initiatives.

This Framework Allows Us To Highlight Four Major Families of Regulators:

Hybrids 
France, Hong Kong and Switzerland

These regulators adopt a specific model, that is 

either relatively flexible but has not completed its 

ramp-up, or on the contrary, relatively mature in 

helping fintechs but still having to adapt certain 

points of the regulation to the challenges posed by 

new technologies.

Conservatives 
Germany and USA

These regulators can provide some support for 

fintechs but remain uncompromising with regard 

to the regulatory framework, which must be the 

same for fintechs as for other players in the financial 

services industry.
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others like the U.K. have implemented regulations 

and some, like Japan, have proactively attracted in-

vestors and already accept certain cryptocurrencies 

as legal tender.  

With ICOs being a hot topic in the financial services 

industry, Chappuis Halder & Co. experts analyzed 

the regulatory framework around the world to cre-

ate a heatmap and offer a regional outlook on ICO 

regulatory friendliness.

LEADING ICO HUBS IN 2017 AND PERCENTAGE OF GLOBAL FUNDS RAISING

United Kingdom:
Amount raised: $275M
ICOs closed: 26
% of global funds raised: 3.9%

USA:
Amount raised: $1,722M
ICOs closed: 87
% of global funds raised: 24.6%

Switzerland:
Amount raised: $1,462M
ICOs closed: 33
% of global funds raised: 20.8%

Cayman Islands:
Amount raised: $162M
ICOs closed: 3
% of global funds raised: 24.6%

Russia:
Amount raised: $438M
ICOs closed: 57
% of global funds raised: 6.26%

Singapore:
Amount raised: $641M 
ICOs closed: 35
% of global funds raised: 9.15%

China:
Amount raised: $306M
ICOs closed: 14
% of global funds raised: 4.4%

Japan:
Amount raised: $195M
ICOs closed: 6
 % of global funds raised: 2.78%

$7.0B
+ 2,700%

+ 200%

2017
2018

(As at August 31)
2016

$0.25B

$20B
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CRYPTOCURRENCY REGULATORY HEATMAP – KEY REGULATORY 
INITIATIVES AROUND THE WORLD

Iceland is heading 
toward becoming a 
“mining heaven” 

Switzerland is 
aiming at becoming 
a “crypto nation” 

Cryptocurrency 
regulation should be 
enacted by July 2018

AMF blacklisted in March 2018 
15 cryptocurrency and crypto-asset 
investment websites.
A working group has been setup by 
the Minister of the Economy, 
to work toward regulating cryptos

The SEC stopped
several ICOs and 
warned investors

After banishing ICOs, 
China also expelled
miners and forbade all 
links with cryptocurrencies

Banishment of Bitcoin 
in Nepal, Bangladesh 
and Kyrgyzstan

No distinction between 
fiduciary and crypto 
transactions

South Korea started a war 
against anonymous accounts 
trading cryptocurrencies

Since December 2017, the
Japanese regulator has been 
officially authorizing the 
trade of 15 cryptocurrencies

Banishment of Bitcoin 
in Equator and Bolivia

In Australia, two senators asked 
the central bank to accept 
cryptos as a form of currency

War against cryptocurrency 
started in 2018

Unknown

Banished or restricted

Ongoing regulation – existing entry barriers

Ongoing regulation

War against cryptocurency

Legend:
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Current Cryptocurrency Regulatory State Outlook

Americas

Still no coherent direction on its digital asset regulation. The U.S. has the highest 
number of cryptocurrency users, the highest number of Bitcoin ATMs and also the 
highest Bitcoin trading volumes globally. The problem is that each state has different 
regulations and standpoints on digital assets. Some southern and western states are 
taking a bigger step by proposing a bill to prevent crypto from property taxes. Eastern 
states have a more regulated approach to crypto. However, the Commodity Futures 
Trading Commission (CFTC) became the first U.S. regulator to allow cryptocurrency 
derivatives to be traded publicly.

The America continent is rather ambivalent on its 
current legal state when it comes to crypto. Some 
Latin countries just banned them (Ecuador, Bolivia) 
while some northern countries (Canada) stand 
among the most crypto-friendly nations.

Latin America has strong perspectives in terms of 
adoption (leading to clearer regulations) because in 
some countries (Venezuela, Argentina), people have 
more trust in digital assets than in their own local 
currency.

In North America, the mantra is “protecting 
the investor while fostering innovation”. The 
message is clear, blockchain, the tech underlying 
cryptocurrencies, is considered there as a true 
innovation with tremendous perspectives. But the 
space offers its fair share of scams and risky exposure 
for the consumers and unqualified investors.

Globally, the continent offers positive perspectives 
but is currently riding a tough regulation wave, 
whose goal is to set up a solid framework, especially 
on ICOs or token sales.

Cryptocurrency and digital asset regulation is seen as 
necessary for the space, to achieve massive adoption 
and facilitate its use within corporations.

The Financial Consumer Agency of Canada does not consider cryptocurrencies to be 
“legal tender,” excluding all but Canadian banknotes and coins from that definition. 
They, however, consider it a barter good and it’s legal to trade. Bill C-31 was assented to 
on June 19, 2014, taking a lighter stance on digital currencies.

Colombia does not consider cryptocurrencies as currencies or securities. They won’t be 
getting legal recognition there anytime soon.

The Mexican government has taken a stand on regulating cryptocurrencies, although 
they did not ban them. Current legal state: Restricted.

Venezuela is one of the most interesting countries in this sector. It announced its 
petroleum-backed cryptocurrency, Petro, raising $735 million in one day. President 
Maduro claims each Petro unit is backed by one Venezuelan oil barrel. Yet, the country 
cracks down on Bitcoin mining.

The Argentine parliament does not consider Bitcoin and cryptocurrencies as legal 
currencies, but rather as a property

Europe
AMF blacklisted 15 cryptocurrency and crypto-asset investment websites in 
March 2018. It also launched the Universal Node to ICO Research Network (UNICORN) 
in October of 2017. At the same time, Minister of the Economy Bruno Le Maire decided 
to create a “digital currency mission” and a working group with a view to regulating 
cryptocurrencies. 

In Europe, the approach toward cryptocurrency 
regulations is largely driven by the identification of 
adequate measures to protect investors and ensure 
no illicit activity is conducted through the use of 
cryptos.

Key contributors clearly expressed themselves on 
the risk for investors of losing all their investments 
in the absence of a clear regulation and considering 
the high price volatility experienced in the last few 
months.

The Vice-President of the European Commission also 
pointed out how member states should include the 
cryptocurrency exchanges in the EU’s anti-money 
laundering framework.

Yet, from a general point of view, cryptocurrencies 
are not labelled by the EU as instruments bearing a 
potential systems risk to financial stability.

While the U.K. and EU have not announced final 
regulations on cryptocurrencies, an announcement is 
expected before the end of Q2, when the EU is set to 
present an action plan on financial technology.

In the U.K., cryptocurrencies are currently unregulated. However, steps toward a new 
regulation have been taken and a first review is expected before year’s end. In particular, 
the FCA announced that it will be joining forces with the Treasury Committee and the 
BoE to draft a first position paper on cryptocurrencies to assess the related risks and 
opportunities.

In Germany, the Bundesbank is calling for a coordinated international effort to regulate 
cryptocurrencies, as regional rules would be hard to enforce on a virtual community. 
Furthermore, the German Finance Minister claims the attempt to regulate cryptos 
should primarily focus on lowering risks for citizens.

Switzerland appears to have an open attitude toward the cryptocurrency industry. To 
that end, FINMA has published guidelines with the intention of “creating clarity for 
market participants” and reducing the risk of money laundering practices. As well, an 
ICO working group has been setup to “increase legal certainty, maintain the integrity of 
the financial centre and ensure technology-neutral regulation”. The working group will 
report to the Swiss Federal Council by the end of 2018.

Cryptocurrency regulation in the country should be enforced by July 2018, according 
to an official government publication. The regulatory package will cover operations 
in the cryptocurrency markets as well as ICOs and crowdfunding. Yet, the degree of 
acceptance of such assets must be harmonized, as the central bank  wishes to criminalize 
ICO token investments, while the Ministry of Finance wants specific regulations.
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Current Crypto-Currency Regulatory State Outlook

Asia

Starting off by banning ICOs, China ordered a bank account freeze associated with 
exchanges, kicked out Bitcoin miners, and instituted a nationwide ban on Internet and 
mobile access to all things related to cryptocurrency trading. The People’s Republic 
of China appears to be the most stringent cryptocurrency regulator among the major 
economies. The Chinese community is in surprisingly good 

spirits despite crackdowns. Online and offline 
communities are flourishing and blockchain 
start-ups are sprouting all over China. Even giants 
like Alibaba and Tencent are also exploring the 
capabilities of blockchain to enhance their platforms.

While India is facing stern regulations, participants 
of the local cryptocurrency industry do not believe 
India can “ban” cryptocurrencies through regulations 
in the same way China has.

The Monetary Authority of Singapore has stated that 
it may issue new rules to regulate cryptocurrencies.

As to the future, the question is which Asia? At one 
end of the spectrum is Japan, which has embraced 
cryptocurrencies. At the other is China, which has 
all but banished them. South Korea has been in the 
middle.

The region’s regulators are going in different 
directions.

On January 30, 2018, South Korean officials began enforcing a January 23, 2018 rule 
disallowing anonymous accounts from trading cryptocurrencies.

In December 2017, Japan authorized 15 cryptocurrencies as legal means of payment. 
The main three Japanese banks (Mitsubishi UFJ, Mizuho Capital and SMBC Venture 
Capital) invested in bitFlyer, the country’s most popular cryptocurrency. Mitsubishi UFJ 
even started issuing its own cryptocurrency: the MUFG coin. The hack of a Japanese 
exchange on January 26, 2018 nevertheless prompted a backlash from the community 
and closer oversight from the Financial Services Agency.

On January 9, 2018, Singapore’s Deputy Prime Minister said that “the country’s laws do 
not make any distinction between transactions conducted using fiat currency, crypto-
currency or other novel ways of transmitting value”.

India, once viewed as a burgeoning, friendly environment for cryptocurrencies, has 
been clamping down on cryptocurrencies in 2018.

Banishment of Bitcoin in Bangladesh, Vietnam, Nepal and Kyrgyzstan


