
The ‘need to know’ on the increasing use of 
CRYPTO ASSETS 
 
Part One – Background 
 
What is a Crypto Asset?  
Crypto Assets cannot be narrowly defined as they may perform different 
functions depending on their design and use. Some intend to serve as a 
payment instrument, a payment system, an investment, a means to pool 
investments, a security, or a combination of these functions.  
 
There is a lot of uncertainty amongst consumers whether Crypto Assets 
represent money. In short, no, they do not. In terms of the South African 
Reserve Bank, money is defined as a legal tender. From a legal perspective, 
Crypto Assets are therefore not yet recognised or viewed as money.  
 
The decision to regulate Crypto Assets 
The decision to regulate aims to promote responsible innovation. It is highly volatile and inherently 
risky given its decentralised value proposition. Given the current position of Crypto Assets in the 
market, there is a growing consensus that they are unlikely to go away any time soon. By gradually 
bringing Crypto Assets into the South African regulatory scope, the identified risks will be addressed.  
 
All jurisdictions are required to regulate Crypto Assets and their service providers for anti-money 
laundering and combating the financing of terrorism. This holds many concerns and challenges. 
 
We will now look at these in more detail. 
 
Concerns  
The main concerns are around their use for unlawful activities (including but not limited to tax evasion, 
money laundering, and terrorism financing), the potential long term impact on financial stability, the 
movement of capital abroad through the evasion of South African exchange controls.  
 
There are then also consumer risks and consumer protection issues to consider. Customers may invest 
in risky products or services that they do not understand fully and which are unsuitable to their needs.  
 
Challenges  
Different Crypto Assets may be subject to different definitions and different pieces of legislation and 
regulation. Due to their different functions, the activities they perform stretch across different South 
African financial sector laws, which requires the involvement of various financial sector regulators. A 
strategic and coordinated approach to regulating Crypto Assets in South Africa is therefore crucial.  
 
The intention is not to regulate the actual Crypto Assets per se, but rather the entities that provide 
services in relation to such products. The South African regulators therefore intend to regulate Crypto 
Assets by regulating the Crypto Asset service providers.  
 
In Part Two we will expand on these areas and look further at the value, tax and technical aspects. 


