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This article is the second part of a series on cryptocurrencies. One of the defining features of 
these digital mediums of exchange is their decentralisation, without a single bank or government 
creating or regulating the currency. This article takes a closer look at the Financial Sector Conduct 
Authority’s move to regulate crypto assets. 

Quick crypto recap
As highlighted in the preceding article of this series, 
with the proliferation of cryptocurrencies – which are 
inherently created to not be subject to regulation –  some 
concerns have risen as to how to classify and regulate 
these digital mediums of exchange in order to ensure 
safety, legality and transparency for investors, among 
other things.

Classification: cryptocurrency or crypto assets? 
As explained in a 2020 Intergovernmental Fintech 
Working Group (IFWG) Crypto Assets Regulatory 
Working Group position paper on crypto assets, some 
jurisdictions view cryptocurrency as a unit of account, 
while others reject its use as a currency or financial 
instrument. Central banks are particularly reluctant 
to categorise or refer to the recent phenomenon as a 
currency because they do not consider it a form of legal 
tender or authorised currency. 

Cryptocurrency is often referred to as a crypto asset, 
moving away from the all-encompassing classification 
generally used and focusing on the economic activities 
performed by the “asset”. This perception seeks to 
encapsulate both the “asset’s” functions similar to 
traditional currencies, while also providing for the 
broader scope of different types of crypto asset tokens. 

South African financial regulatory bodies through the IFWG 
define crypto assets as:

“A digital representation of value that is not issued 
by a central bank, but is traded, transferred and stored 

electronically by natural and legal persons for the 
purpose of payment, investment and other forms of 
utility, and applies cryptography techniques in the 

underlying technology.”

A local response to a global conundrum
Just as the global interest by retail investors to purchase 
crypto assets has been rapidly rising, similarly there has 
been an exponential increase in the provision and use of 
these assets in South Africa, according to the Financial 
Sector Conduct Authority (FSCA). 

According to the IFWG position paper, there are  
approximately 12 different crypto asset trading 
platforms in South Africa with a market capitalisation 
value of approximately R6.5bn. South African regulators 
have taken steps towards the regulation of crypto assets 
since 2004, as written in an article published by law firm 
Fasken on 8 December 2020. 

WHY THE MOVE TO REGULATE?
The underlying basis for the declaration and 
statement stems from the urgent need:
• for improved disclosures to customers that 

highlight the increased risks involved in 
investing in crypto assets; and

• to ensure that a more robust advice process is 
adopted (including proper risk assessments) 
when intermediaries advise customers to 
purchase crypto assets.

 
SOURCE: Fasken, Lexology.com, 8 December 2020.

If crypto assets are included in the definition of a 
financial product under the FAIS Act:
• any person furnishing advice or rendering 

intermediary services regarding crypto assets 
must be authorised under the FAIS Act as a 
financial services provider (“FSP”); and

• any authorised person (or their representative) 
must comply with the relevant FAIS requirements, 
such as compliance with the General Code 
of Conduct for Authorised Financial Services 
Providers and Representatives, 2003, and the 
Determination of Fit and Proper Requirements, 
2017.

The effects of the inclusion of crypto assets as a 
financial product are limited in scope and do not 
cover all activities of crypto asset service providers. 
Rather, this is an interim, initial step aimed at 
providing adequate protection for consumers who 
are advised to purchase these products.

SOURCE: Fasken, Lexology.com, 8 December 2020.

In response to this proliferation and the need to protect 
consumers, the FSCA in November 2020 published a 
draft declaration on crypto assets as a financial product 
under the Financial Advisory and Intermediary Services 
Act (FAIS), “intended to give partial effect to some of 
the recommendations contained in the [IFWG] position 
paper,” according to the FSCA. 

THE CURIOUS CASE OF 

Our purpose at Atleha is to help ordinary South Africans save and invest for a  
better tomorrow.

We do this through Financial Sector Code (FSC)-compliant awareness and interactive 
education programmes focused on retirement fund trustees, management committee 

members and fund members. With education initiatives, such as this short article, we aim 
to provide summarised and simplified technical content as it relates to retirement funds.
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WHAT DOES THIS REGULATION MEAN?

Do you have a question that you would like us to address in a subsequent article? 
If so, please send your questions or suggestions for article topics by email to:  
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