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Digitally represents value < Digital currencies
Denominated in legal
- tender (for example,
Not denominated in legal PayPal, e-money)
tendar \ Virtual currencies ,
Convertible to real-world - NERERCR 2EEmE

coins)
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; - Centralized
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Uses tech from Cr“ptocur cies
cryptography to validate Hundreds of cryptocurrencies (Bitcoin,

Ripple, Litecoin, Ethereum...)
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26) “Crypto-assets do not meet, or only partially satisfy, the three functions of money

« First, their value fluctuates very significantly, meaning it cannot be used as a unit of account. Consequently,
very few prices are expressed in these crypto-assets.

+ Second, as a means of payment, crypto-assets are far less effective than fiat currencies, in that (i) their price
volatility makes it difficult to use them as a means of payment; (ii) they generate transaction costs that are
too high for simple retail payments; and (iii) there is no guarantee of reimbursement in the event of fraud.

+ Lastly, their lack of intrinsic value means that they cannot be used as a trusted store of value. Crypto-assets
are not based on any underlying fundamentals. They are often a product of hashing power, with no relation
to trade store of value)or economic needs, which prevents them from having an intrinsic value.”, Banque de
France, “The emergence of bitcoin and other crypto-assets: challenges, risks and outlook”, "Focus; No. 16, 5
March 2018, <https:/publications.banque-france. fi/sites/default/files/medias/documents/focus-16 2018 03 05
enpdf>, AAY: 2018.12.2.

27) “One area, in particular, deserves our intense focus: the potential risks, and regulatory implications, of crypto-assets.”,
Tobias Adrian(IMF Financial Counsellor and Director of the Monetary and Capital Markets Department), “Fintech
— Building Trust Through Regulation”, IMF Fintech Roundtable, 9 April 2018, <https:/www.imf.org/en/
News/Articles/2018/04/11/sp40918-fintech-building-trust-through-regulation>, 7324 Y: 2018.12.2.
“Crypto assets provide challenges and opportunities to central banks.” IMF, 'GLOBAL FINANCIAL STABILITY
REPORT) April 2018, p.52, <https://www.imf.org/en/Publications/GFSR/Issues/2018/04/02/Global-Financial-
Stability-Report-April-2018>, HA: 2018.12.2.
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[ Abstract ]

The Legal Nature and Position of Virtual Currency

Park, Sun-Jong”

Almost every country struggles to define and establish rules for virtual currency, although
virtual currency is now ubiquitous in the financial market to some extent. It is because Bitcoins
and Alt-Coins of 1,600 types, which are based on distributed ledger and encryption technology,
are not easy to define in a single concept.

Various research subjects exist, including virtual currency’s increasing role in economic
activities, with a couple of problems that follow it. In short, central banks of major countries
have keenly watched the payment and settlement function in virtual currencies. Bitcoin, the
first virtual currency, itself insists that “Bitcoin is an innovative payment network and a new
kind of money.” Nevertheless, recently the governors of major central banks regard Bitcoin
as neither an innovative payment network nor a new kind of money. However, it seems
that criticisms on virtual currency being speculative investment has increased compared to
earlier times.

It is not easy to find out the legal nature of virtual currency from existing laws. It is
because existing laws were not written with virtual currency taken into account. The concerns
against virtual currency replacing the existing legal currency seems to have weakened than
before. In contrast, virtual currency’s function as financial investment instrument has grown.
Nevertheless, there are little proper regulations on these functions of virtual currency in Korea.

It seems impractical to define the legal nature of virtual currency from the ground of
existing rule-based system. It is because even if we succeed to define the legal nature of
one virtual currency through the existing rule, this does not guarantee the same for the next
one. Therefore, the definition of virtual currency seems to vary from country to country.

At this point, virtual currencies stand out as financial investment instrument in Korea.

* Professor/Ph.D. in Financial Law, College of Law, Soongsil University
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Since virtual currency is actively traded for financial investment instrument, it is necessary
to provide protection for the investors. Firstly, Korean Financial Services Commission must
announce the principles of regulation on virtual currency, and secondly, amendment of the
Financial Investment Services and Capital Markets Act and new legislation on virtual currency

is necessary for establishing reasonable regulations on virtual currency.

[Key Words] virtual currency, distributed ledger, legal nature, financial investment
instrument, rule—based regulation system, principle—based regulation

system, financial consumer protection








