
 

Crypto Winter - Beating those blues 
Why crypto needs proper corporate governance and regulation 

Ideas inspired by the Cypher Punk community led to a global Fintech revolution. The 
proposition was espoused by the first ever Bitcoin transaction on 12th January 2009. It 
underpinned the need of an alternative currency following the 2008 Global Financial Crises. 
Technology-driven revolutionary currency that would clear the inefficiencies of existing 
financial institutions spurred general public interest.  

The endogenous dynamism was in making as the crypto community grew. The “virgin” form of 
cryptocurrency exchanges was apolitical and bypassed the need for trust because of counter 
intuitive technology designs. It was 2011 when we witnessed launches of innovative crypto 
projects whose likes surged the market cap to $750 billion in 2017.  

The meteoric rise in 2017 in the market caps angered regulators as they uncovered the other 
side of the story. The “ugly” aspects of money laundering, tax evasion, and the investor scams 
“you know the scores” are some of the risks watchdogs are scrambling to mitigate and 
regulate. 

Screws are being turned on the industry and here is “Why”. 

 

 

https://www.activism.net/cypherpunk/crypto-anarchy.html
https://medium.com/blockchain-blog/a-brief-history-of-bitcoin-432a8d44b0f3
https://www.cnbc.com/2018/06/13/much-of-bitcoins-2017-boom-was-market-manipulation-researcher-says.html


Classification of cryptocurrency 

Regulators in different countries have taken diverse positions on cryptocurrencies. Japan 
recognised crypto currency as legal tender in April 2017 and, while China banned ICOs in 
September 2017, Japan licensed the first eleven cryptocurrency exchanges the same month. 
Meanwhile, South Korea had banned anonymous trading accounts in late January. The debate 
of cryptocurrencies being a commodity, or a security keeps the US SEC regulators seemingly 
indecisive. Regulators are concerned as many exchanges are setup outside of legal oversight 
and deliberately operate opaquely. Manipulation and fraud appear rife. 

 High Profile hacks 

Japan, the country which accounts for almost half of all digital currency's daily volume being 
traded, witnessed the biggest hack ever. In January 2018 the Coincheck cryptocurrency 
exchange was hacked and $532 million of crypto stolen. It was the worst hack the FSA had 
witnessed in Japan since the 2014 Mount Gox Exchange theft. The incident has only increased 
apprehension about exchange security standards amongst the regulators. Following the theft, 
the FSA issued punishment notices to the exchanges and forced the closure of some. Japanese 
exchanges face extinction, unless they drastically improve. 

Time has witnessed the fraud and manipulation traders are regularly exposed to as compared 
to the more protected, traditional securities market. This puts additional pressure on 
regulatory bodies to control the nature of trading on crypto exchanges.    

Tax Evasion 

Cryptocurrency is perceived as a risky trading instrument by regulatory bodies. Yet this does 
not deter investors from trading and investing. 59% of US crypto traders don’t report their 
exact amount of capital gains to the IRS. But governments are moving steadily towards 
regulation. November 2017, a California federal court ordered Coinbase to hand over 14,355 
account details of US citizens to the IRS for evaluation. 

What next? 

2019 awaits an imperturbable regulatory clarity for cryptocurrency exchanges. While we are 
still unsure about in what capacity, the expectation of regulatory measures like Know Your 
Client (KYC) due diligence and other best practices frameworks are supposed to put an end to 
the “crypto winter” we have been witnessing since January 2018.   

Alexander is the Founder and Chief Executive Officer of London headquartered Fintech 
PlatinumDEX. The company will design and build a hybrid distributed-decentralised network of 
crypto exchanges across the G.20 countries, utilising Security, Governance, Risk and Compliance 
Strategies, including current industry standards and best practice.  

PlatinumDEX will operate an E-MI (electronic-money institution) licensed e-bank to the 500 
million citizens and 30 million enterprises in the EU, a multijurisdictional digital asset storage 
service and an EU- licensed crypto exchange. 

https://qz.com/1303300/the-hunt-for-bitcoin-market-manipulation-is-gaining-momentum/
https://cryptocoremedia.com/bytecoin-binance-manipulation/
http://fortune.com/2018/01/29/coincheck-japan-nem-hack/
https://blockonomi.com/mt-gox-hack/
http://www.asahi.com/ajw/articles/AJ201809200043.html
http://www.asahi.com/ajw/articles/AJ201809200043.html
https://uk.reuters.com/article/us-bitcoin-taxes/few-americans-reporting-cryptocurrency-trading-to-irs-for-now-report-idUKKBN1FX0RF
https://www.theverge.com/2017/11/29/16717416/us-coinbase-irs-records


PlatinumDEX's methodology will influence the current model of crypto currency exchanges to 
evolve, adopting concepts of digital trust that will tackle longstanding problems of corruption. 

The Fintech company is at the early stages of a security token offering. The board are discussing 
private sale placements with a number of V.C.'s and Business Angel's. 

First published February 2019  


