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So, what’s happening in the UAE?

Until recently, there was no framework to regulate the cryptocur-
rency market in the UAE. 

However, the Financial Services Regulatory Authority (“FSRA”) 
regulating the Abu Dhabi Global Markets (“ADGM”) has been in 
the forefront in the MENA region to publicly support crypto assets 
activities within the  regulated environment. 

On 25 June 2018, the FSRA took a plunge and launched the 
framework to regulate the spot crypto asset activities conduct-
ed in or from ADGM including exchanges, custodians, and other 
intermediaries engaged in crypto asset activities. 

Under the new regulatory framework, “Crypto Assets” means a 
digital representation of value that can be digitally traded and 
functions as:
1. a medium of exchange; and/or 
2. a unit of account; and/or 
3. a store of value but does not have legal tender status in any 

jurisdiction. 

A Crypto Asset is 
a. neither issued nor guaranteed by any jurisdiction and fulfills 

the above functions only by agreement within the commu-
nity of users of the Crypto Asset; and

b. distinguished from Fiat Currency (i.e. government currency) 
and E-money (i.e. a digital representation of Fiat Currency)

After the launch of crypto asset framework, the overall regulatory 
framework for digital assets in the ADGM has dynamically trans-
formed and is explained below.
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Globally, “cryptocurrencies” have created a massive hype in the recent past and it is impossible to ignore the rise in crypto-trading. 
Blockchain has disrupted the functioning of the financial services sector in a big way by reducing the lead time in transaction proces-
sing and the costs involved and has introduced a new type of financial instrument for trading and investments. Notably, cryptocurren-
cies have transformed the capital raising activities and capital markets landscape in general.
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 • Under the extant FSRA regulations, Crypto Assets are treat-
ed as commodities and, therefore, not deemed Specified 
Investments to be regulated under the extant FSRA regula-
tions. By virtue of the new framework, market operators and 
intermediaries (e.g. exchanges, broker-dealers, custodians, 
asset managers) dealing in or managing Crypto Assets will 
need to be licensed/approved by the FSRA as “Operating a 
Crypto Asset Business” license holder

It is important to note that only activities in Accepted Crypto 
Assets (determined based on the maturity/market capitaliza-
tion threshold) will be permitted in order to prevent higher-
risk activities involving or relating to illiquid or ‘immature’ 
Crypto Assets. 

 • Security Tokens having the characteristics of a “Security” as 
defined under the relevant FSRA regulations are regarded 
as “Securities” and accordingly, all financial services acti-
vities in relation to such Security Tokens (eg. operating 
primary / secondary markets, dealing / trading / managing 
investments in or advising on Security Tokens) will need 
to be licensed / approved by FSRA as Financial Services 
Permission (FSP) holders, Recognised Investment Exchanges 
or Recognised Clearing Houses, as applicable.

 • Derivatives and Collective Investment Funds of Crypto 
Assets, Security Tokens and Utility Tokens are regulated as 
Specified Investments under the FSMR. Market operators and 
intermediaries dealing in such Derivatives and Collective 
Investment Funds will need to be licensed/approved by 
FSRA as FSP holders, Recognised Investment Exchanges or 
Recognised Clearing Houses, as applicable.

 • “Utility Tokens” or “Non-Security Tokens” (e.g., virtual tokens 
that do not exhibit the features and characteristics of a regu-
lated investment/instrument under the FSRA regulations) 
are treated as commodities and, therefore, not deemed 
Specified Investments under the extant FSRA regulations, 
unless such Utility Tokens are characterised as Crypto 
Assets. Accordingly, spot trading and transactions in Utility 
Tokens do not constitute Regulated Activities.

The above framework, being the first in the UAE, is a welcome 
move and a major breakthrough in developing a safer market-
place for digital currencies in the UAE. 

So, what is a “cryptocurrency” and how does it work?

Cryptocurrency is a digital or virtual currency that uses cryp-
tography for security and is difficult to counterfeit owing to the 
security feature. The transfer of cryptocurrency is facilitated 
through the use of public and private keys between the parties 
through blockchain technology. The “Blockchain” technology is 
expected to have a far-reaching impact on the global business 
processes in other sectors as well.

A blockchain is a digitized, decentralized, public ledger of all 
cryptocurrency transactions. Constantly growing as ‘completed’ 
blocks (the most recent transactions) are recorded and added 
to it in chronological order. This allows market participants to 
keep track of digital currency transactions without central record 
keeping. 



Rethink ME Ltd (Dubai Branch)
Floor 8, Al Gurg Tower 3
Baniyas Road, Rigga Al Buteen
PO Box 186549, Dubai, UAE

T. +971 4 294 9203
F. +971 4 294 9167
E. ask@rethink-hq.com
www.rethink-hq.com 

Rethink ME Ltd (ADGM)
Office 2442,  Al Sila Tower
Abu Dhabi Global Market Square
Al Maryah Island, Abu Dhabi, UAE  

The figure below explains the cryptocurrency transaction in the 
simplest manner:

Few of the known cryptocurrencies existing in the market are 
Bitcoin, Litecoin, Ethereum, Dash, and Ripple. 

Other Regulatory Landscape in the UAE 

A regulated market for cryptocurrencies is especially relevant 
since the use of virtual tokens and currencies can be subject to 
risks arising from fraud, money-laundering, and terrorist finan-
cing, as well as the volatile pricing. Further, the regulatory fra-
mework would provide additional comfort to the investor which 
will ultimately boost investments in the sector and expected to 
have a positive impact on the economies at large.

Given that the UAE is considered as one of the conducive finan-
cial hubs globally, the financial regulators in the UAE have been 
keeping up with the pace in understanding cryptocurrency 
market and are working towards regulating it thereby effec-
tively positioning themselves as one of the favorable hubs in 
this segment.

From a promotor’s / investor’s perspective, the relevant regu-
latory authorities to be considered are the Central Bank of the 
UAE, Dubai Financial Services Authority (DFSA) regulating the 
Dubai International Financial Centre (“DIFC”), the Securities 
and Commodities Authority (“SCA”), the Financial Services 
Regulatory Authority (“FSRA”) regulating the Abu Dhabi Global 
Markets (“ADGM”) and the Dubai Multi Commodities Centre 
(“DMCC”).

While FSRA has been the first and the only regulator in the UAE 
to have introduced the framework to regulate crypto-asset 
trader and the market intermediaries, other financial services 
regulators in the UAE namely, the Central Bank of the UAE, SCA, 
and DFSA have echoed in various press releases that they 
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currently do not regulate any virtual currencies or any related 
offerings and have warned investors that these are highly spe-
culative and high-risk investments. 

DMCC, one of the largest free trade zones in the world, allowed 
proprietary trading of crypto-commodities developed under 
blockchain technology as one of the licensed activities that 
can be undertaken by a DMCC company. However, it does not 
have any framework to regulate the market intermediaries. In 
February 2018, DMCC issued a crypto trading license to Regal 
Group company, an internationally renowned gold investment 
company, established in the DMCC and it went on to become the 
Middle East’s first company to have been issued such license. 

The existing regulatory framework in the UAE suggests that the 
UAE is keen to be one of the growing hubs for cryptocurrencies 
and there is a lot to watch out for in the near future.

Associated risks 

Many financial services organizations wish to enter the crypto-
currency market as a promoter/ investor/ intermediary and even 
jurisdictions wish to place themselves as market leaders in provi-
ding the financial platform. However, the lack of understanding of 
the product, unregulated landscape and legal issues concerning 
contracts have significantly affected the cryptocurrencies mar-
ket and has been largely remained unregulated. 
While cryptocurrency has its advantages over government-
issued legal tender, the investors should be aware of the risks 
involved in the investment and its use.

The use of digital tokens and currencies can be subject to risks 
arising from fraud, money-laundering and terrorist financing, as 
well as the observed volatility of the “value” of virtual currencies. 
There is also currently no safety net that ensures that users will 
be able to recover their crypto assets in case of loss or theft. 

Digital currency is used just like traditional bill-and-coin currency 
for purchases and online payments, but it’s also considered a 
commodity, just like silver or gold. That means it’s just as vulne-
rable to market fluctuations as any other commodity or stock 
would be. This means users must reach a consensus about cryp-
tocurrency’s value and use it as an exchange medium. However, 
because it is not tied to a particular country, its value is not 
controlled by a central bank. 

Further, given the increased use of crypto assets as a medium of 
financial transactions, and their connectivity to the mainstream 
financial system through crypto asset and derivative exchanges 
and intermediaries, there is the increased potential of contagion 
risks impacting the stability of the financial sector. 

Finally, cryptocurrency can, in theory, become worthless. 
Investor interest could drop off, the overall effects of world 
economies could become so severe as to affect cryptocurrency 
value - even with safeguards in place, extreme factors could 
have an effect. 

Considering the various risks associated with crypto asset acti-
vities, the ADGM regulatory framework is designed to address 
these risks including risks relating to money laundering and 
financial crime, consumer protection, technology governance, 
custody, and exchange operations. 
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Who will assist you 

Gail Goring, Director – Regulatory and Compliance Services

Experienced corporate lawyer with over 15 years’ experience in regulatory and compliance services 
spanning across the Caribbean, Cayman Islands and in the UAE as the former Head of Regulations and 
Operations for RAKICC (IBC Offshore & Free zone Registry) with a strong knowledge of international 
business companies’ regulatory frameworks, financial services (including FinTech) and financial products 
(particularly Funds) as well as specialized expertise as a certified Anti-Money Laundering Specialist and 
FATF trained Legal expert examiner and certified in FATCA & CRS reporting.

Who we are 

Re/think is a boutique accounting, audit, advisory, regulatory compliance and tax advisory firm with offices in Dubai and Abu 
Dhabi (ADGM), focused on providing businesses of varying sizes with timely, proactive, and customized business solutions from 
start-up and early development to the latest stages of a business lifecycle.

We offer tailored regulatory expertise and focus on guiding clients to reduce the risk of non-compliance across a wide range of 
compliance services and regulatory advice. While we focus on compliance consultancy services including advisory, training and 
process improvement, we do not just tell you what to do, we give you practical ways to make things work for your business.

For further information and assistance with FATCA and CRS in the UAE, please write to us at ask@rethink-hq.com

Sofia Mota, Director and Head of Regulatory and Compliance Services

Extensive experience in the financial services sector and consulting across Europe, Middle East and Africa. 
Sofia has a track record of successful regulatory projects including banking institutions set ups. Her strong 
knowledge of financial products and regulatory frameworks adds to her extensive work experience in top 
tier financial institutions. Sofia holds and L. LM in Banking and Finance from the University of London and is 
a member of the Chartered Institute for Securities and Investments. Sofia is also experienced in designing 
and implementing operational risk management and governance frameworks across retail and wholesale 
markets. She currently acts as a compliance mentor for the ADGM Fintech RegLab and has completed the 
Oxford/Said Business School Fintech Programme.
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This Fact Sheet (prepared in June 2018) contains general information only and by no means, it constitutes legal or tax advice. Rethink ME Ltd. has no 
obligation to update the information as law and practice change. The reader should not act or refrain from acting on the basis of any material contained 
in this factsheet without obtaining advice specific to their circumstances from their advisers. 

Conclusion

The rise of cryptocurrencies and its potential rewards are such that many experts have termed the “cryptocurrency craze” as the 
“new gold rush”. 

Given the risk and rewards associated with cryptocurrency and the existing regulatory framework in the UAE, if you have the skill and 
expertise to enter the market and become a part of the exciting journey of new age currency, this is the time and UAE is the place 
to start with.

Cryptocurrencies are here to stay for long and in order to sustain it for a longer period and make it viable, it is important to have an 
appropriate governance and relevant education for the prospective investors and market intermediaries.
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