
Appendix A Valuing the economic benefit of regulating digital
assets within Australia

Regulation in the following areas could  have significant benefits to the Australian economy, including
but not limited to seeding the growth of a substantial financial industry, the creation of employment
opportunities for highly skilled workers, significant inbound investment, and an increase in the tax
base.

Security token market
KPMG and the WEF predict that the security token market will reach $25 trillion by 20251 , as part of
the gradual ‘tokenisation of everything’.

Digital Asset Custody
Opportunity: Custodial services for digital assets that can then be traded in secondary markets.

Digital asset custody allows Australian domiciled institutions to hold custody of assets and to issue
tokens that are then tradeable on exchanges or on public blockchains.  An international example
isthe tokenisation of shares held in custody by CM Equity Ag in Germany (https://cm-equity.de/en/).

Note these are not derivatives, they represent the actual asset and can be exchanged for the asset on
demand.

Assets can include physical objects like collectables, automobiles and devices (art, medical devices,
electronic devices, real estate); intangible assets like patents and trademarks, commodities like silver
and gold, financial instruments like securities and fixed income assets, and consumables like food
and pharmaceuticals.

Potential value to Australia
- Dividends and other earnings on the underlying assets pass through the custodian and thus

the Australian economy.  KPMG predicts the worldwide market to be worth USD $8 Trillion
by 2025.

- Secondary services such as issuing of insurances, adherence to governance and compliance
processes would be performed in Australia, increasing potential employment.

- Assuming that the employment numbers required are 50% of the number for Perpetual
Mutual for a given asset base (1,000 employees across an asset base of approx. $25 billion),
the total employment opportunity by 2025 for security token custody could be 228,000 jobs.
This assumes $8 Trillion worth of assets will be tokenised by 2025 and a USD / AUD exchange
rate of 0.7.

Exchanges
Opportunity: Simplifying regulation for the setup and management of Digital Asset exchanges, in
particular for cryptocurrencies and Non-fungible tokens (NFTs)

The trading of tokenised assets can be direct on a public blockchain with no intermediaries.
However if the current trading of cryptocurrencies is a guide, many trades will still occur on
centralised exchanges which are themselves businesses that employ staff and pay taxes.

https://cm-equity.de/en/


Exchange volume for the 30 days to the 12th June for Bitcoin is $94 Billion USD (per
https://data.bitcoinity.org/markets/volume/30d?c=e&t=b) :

This compares to bitcoin blockchain based trades transfers without intermediaries totalling $366
billion in March 20213 of which 25% is between non related parties ($91 billion).4

In the case of Bitcoin, this implies that about 50% of trades occur on an exchange ($94 billion in
exchanges compared to $91 billion directly on chain).

Potential value to Australia
● Extrapolating the employment opportunity to an $8 trillion digital token market and

assuming a similar employment opportunity to what Coinbase has, implies a total
employment opportunity of 15,000 people involved in running exchanges.  (Coinbase has
1,200 employees and $66 billion trading volume across $1.5 trillion market cap, Coinbase
with 42% of total exchange volume).

Stablecoins
Opportunity: Current market capitalisation of stable coins is over $100 Billion USD5.

Stablecoins form a key component of the latest DeFi applications. Stable coins represent a
mechanism for traditional finance to use the infrastructure built by the crypto community without
the volatility of actual cryptocurrencies.  This in turn creates an experimental environment for testing
the impact of Central Bank Digital Currencies in a retail setting: can the cost of delivering financial
services be significantly reduced without increasing risk?  Emerging standards, such as the Ethereum
ERC-1400 token standard, indicate that KYC/AML standards need not be compromised in distributed
financial settings.

Potential value to Australia
Opportunities for Australia are in the likely innovation that will be unlocked with DeFi applications
that use stablecoins and CBDCs and the resultant delivery of better financial services and the
potential for Australia to be a leader in digital finance.  With the regulation of Australian Dollar or
other private stablecoin issuance and the subsequent audit and management of entities issuing
Australian Dollar Stablecoins, various opportunities arise:

https://data.bitcoinity.org/markets/volume/30d?c=e&t=b


● Assuming a rise in applications and distributed businesses that reach 10% of the current
global financial industry (insurance, banking, derivatives, trading, etc) which currently totals
20.4 trillion Dollars, the digital opportunity is at least $2 trillion Dollars2.

● Demand for Australian Dollars could increase, particularly if Australia was a first mover in
providing secure stable coins backed by verifiable and legislated processes.  This could be a
one-off injection of foreign capital as Australian dollar tethered coins become an effective
reserve currency for global cryptocurrency transactions: a stable pool upon which
transactions are pegged.

● Employment opportunities for the issuers of stable coins.   Assuming a growth of
cryptocurrency value to $3 trillion by 2025, the total value of stable coins should reach $200
billion by 2025, assuming the same ratio as the market capitalisation of all cryptocurrencies.
Assuming a 0.5% fee for managing the issuance of the stable coins, charged to the holders,
this represents an earning potential of $1 billion p.a. (USD) / $1.425 Billion (AUD).

● Prime brokerage services that include providing stable coin collateral and other facilities to
hedge funds, family offices and other trading desks. Hosting these services in Australia could
materially improve treasury options for corporations.

ICOs / token distribution events
What is it: Initial coin offerings or token distribution events are a mechanism to raise funds through
the distribution of newly created tokens representing a new cryptocurrency, normally but not
exclusively on the Ethereum blockchain through the ERC-20 standard.

ICOs rightfully have a suspect reputation as there was little regulation and a number of the projects
were either scams or were poorly conceived.   It is hypothesised that over 70% of ICOs never gained
access to list their tokens on an exchange, eliminating any chance for the initial investor to sell on a
secondary market, although it is hard to track exactly how many ICO’s were held and the totals
raised6,7.

Of 223 analysed ICOs that did list on exchanges, 28.7% are no longer operational and a further 39%
have a coin price representing a loss for the original investor.  32% are profitable.  (All dates as of
June 10, 2021) .  However a balanced investment across all the ICO’s with listed tokens would have
yielded a 5800% return over approximately 3.5 years.

The regulation and management of the financing of blockchain and DLT projects is an ongoing need.
ICOs have been superseded by IEOs (Initial exchange offerings), STOs (Security token offerings) and
other methods of token distribution events using DEXs and DeFi features (such as liquidity mining
and yield farming) as the industry has matured and there is a much higher likelihood of only higher
quality offerings reaching investment stage 7.

ref: ICO Spreadsheet.
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