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Abstract:

This paper examines the intersection of cryptocurrency regulations and international trade
agreements, focusing on challenges and opportunities for developing nations. It analyzes
regulatory frameworks, trade implications, and strategies for developing countries to navigate this
evolving landscape

Regulatory Frameworks :

Global cryptocurrency regulations shape international trade dynamics. Key frameworks include:
- EU’s MiCA: Harmonizes crypto rules across member states, impacting cross-border trade.

- US SEC: Focuses on enforcement, affecting crypto listings and exchanges.

- India’s Crypto Bill: Proposes restrictions on private cryptocurrencies, impacting fintech
innovation.

- Brazil’s Crypto Law: Balances regulation with crypto adoption.

Impact on Cross-border Transactions- Compliance: AML/KY C norms affect crypto exchanges and
remittances.

- Trade barriers: Divergent regulations create friction for international crypto trade.

- Opportunities: Clear regulations can boost fintech partnerships and investments.

Trade Implications:

Cryptocurrency regulations directly impact international trade for developing nations in several
ways:

Opportunities1. Boost Fintech Innovation:

- Clear regulations attract foreign investment in crypto startups (e.g., India’s fintech growth).
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- Enable cross-border payments with lower fees (e.g., remittances via crypto).
2. Attract Investment:
- Regulatory clarity boosts crypto adoption, attracting international capital.

- Blockchain-based trade finance can enhance transparency.

Challenges].
Compliance Burden:
- Stringent AML/KYC norms increase costs for crypto exchanges.
- Limited resources in developing nations hinder effective regulation.
2. Capital Controls:
- Restrictions on crypto transactions affect cross-border trade.
- Risk of capital flight if regulations are too strict.
3. Trade Barriers:
- Divergent global regulations create friction for international crypto trade.

- Uncertainty impacts trade agreements and partnerships.

Is the US FIT for the 21st
century?

In 2023, developments in the US
brought it closer to having a
regulatory framework for R E G U I.AT' 0 N S
cryptocurrencies.  Since  then Overview e <>

however, federal legislative
efforts have generally stalled.

Two bills in particular, the
Financial Innovation and
Technology (FIT) for the 21st Century Act and the Blockchaln Regulatory Certainty Act helped
define when a cryptocurrency is a security or a commodity, expand oversight of the industry, and
clarify the roles of different bodies in managing crypto. But while they have been introduced, they
have not progressed further.

Cryptocurrency Regulations in India: A Legal Overview
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India’s position on cryptocurrencies has been a subject of much discussion and speculation over
the past few years. While the government has taken a cautious approach, there have been
significant developments in the regulatory landscape. This blog post will explore the present state
of cryptocurrency regulation in India and discuss the main challenges and possible future
directions.

The Government’s Stance

The Indian government has adopted a somewhat ambivalent attitude towards cryptocurrencies. On
one hand, it has voiced worries about the potential risks associated with cryptocurrencies, such as
money laundering, terrorist financing, and market manipulation. On the other hand, it has

acknowledged the potential advantages of blockchain technology and has pushed for innovation
in this field.

Key Regulatory Developments

o Inter-Ministerial Committee: In 2018, the government formed an inter-ministerial
committee to study the issue of cryptocurrencies. The committee recommended a complete
ban on private cryptocurrencies, but the government did not implement this
recommendation.

o Taxation: In 2022, the government introduced a 30% tax on income from the transfer of
crypto assets. This move was seen as a step towards recognizing cryptocurrencies as assets.

e Central Bank Digital Currency (CBDC): The Reserve Bank of India (RBI) has been
exploring the possibility of issuing a CBDC. The RBI has conducted pilot projects for a
wholesale CBDC and is considering launching a retail CBDC in the future.

Challenges and Considerations

e Regulatory Clarity: One of the biggest challenges facing the Indian government is the
lack of regulatory clarity regarding cryptocurrencies. The absence of clear-cut regulations
has created uncertainty for investors, businesses, and regulators alike.

e Global Trends: The Indian government must also consider the global trends in
cryptocurrency regulation. Many countries are exploring different regulatory approaches,
and India needs to ensure that its regulatory framework is aligned with international best
practices.

e Technological Advancements: The rapid pace of technological advancements in the
cryptocurrency space poses a significant challenge. Regulators must keep up with these
developments and ensure that the regulatory framework remains relevant.

o Brazil crypto rules

e Brazil instated cryptocurrency regulation in June 2023, when it made the central bank the
supervisor for crypto assets. The Cryptoassets Act sets rules for any company providing
services linked to virtual assets, with a central aim of preventing scams related to
cryptocurrency.

o Theregulation outlines what constitutes criminal practices in the use of crypto, and outlines
penalties that will be enforced if crypto is used in fraud or money laundering.
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e Brazil's central bank governor has since said he wants to impose tighter cryptocurrency
regulation. This follows a near 45% rise in Brazil’s cryptocurrency imports in January to
August 2023 compared with a year earlier, representing a total of 7.4 billion USD.

e The Governor of Banco Central do Brasil, Roberto Campos Neto, said among the
cryptocurrencies being used by Brazilians, local demand had shifted toward stablecoins,
with people using cryptocurrencies more as a means of payment rather than just for
investment.

Britain’s crypto and stable coin regulation

o Britain is actively building rules for the crypto sector. Of note, it has mandated that any
company offering a digital currency has to be authorized by the country’s Financial
Conduct Authority (FCA).

e "The government’s position is that firms dealing directly with UK retail consumers should
be required to be authorized irrespective of where they are located," the finance ministry
says.

e The FCA and Bank of England have also proposed regulations for stablecoins. Stablecoins
are designed to be more stable in value than cryptocurrency by having their value tied to
that of another asset. You can find out more about the differences between cryptocurrencies
and stablecoins in our explainer.

Future Outlook

The future of cryptocurrency regulation in India is unknown. While the government has taken
some steps towards recognizing cryptocurrencies, there is still a need for a more comprehensive
regulatory framework. Possible future developments include:

e A comprehensive regulatory framework: The government may introduce a
comprehensive regulatory framework that outlines the rules and regulations governing
cryptocurrencies.

e A CBDC: The RBI may launch a retail CBDC, which could have a significant impact on
the cryptocurrency market.

o International cooperation: India may collaborate with other countries to develop
international standards for cryptocurrency regulation.

In conclusion, cryptocurrency regulation in India is a complex and evolving landscape. While the
government has taken some steps to address the challenges associated with cryptocurrencies, there
is still a need for greater clarity and a more comprehensive regulatory framework. The future of
cryptocurrency regulation in India will depend on the government’s ability to balance the potential
benefits and risks of these digital assets.

Are you passionate about pursuing LLB and want to make it big in the legal field? Think no more!
Choose Lingaya’s Vidyapeeth which is one of the best law university in Delhi NCR. With our
cutting-edge curriculum, modern facilities, and hands-on training, Lingaya’s Vidyapeeth will
undoubtedly help you advance in your legal profession.
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Conclusion:

The interplay between cryptocurrency regulations and international trade agreements
presents both challenges and opportunities for developing nations. While clear regulations can
boost fintech innovation, attract investment, and enhance trade efficiency, divergent global
frameworks create compliance burdens and trade barriers. Developing countries must balance
regulatory oversight with crypto’s potential to drive economic growth. International cooperation
and harmonized standards are key to unlocking benefits.
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