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DEDICATION 
 
 

For X, xx.   
 

For God. 
 

-- and for the dreamers of my generation,  
 

we exist in the internet of things  
 

where there is no glass ceiling; 
 

Stablecoins to the moon!  
 

And much beyond. 
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ABSTRACT 
 

We are nearing the dawn of a new system of exchange. The age 
where money was traditionally stored in banks and wallets are now 
slowly being devoured by the blockchain beast. Today, wealth is 
invisible, anonymous, and unregulated.  

 
 Regulation and government supervision should evolve with 
technology. Financial innovations may introduce new risks and 
vulnerabilities, the implications of which should always be carefully 
considered.1 Indeed, this paper will be a discussion on the Code of Law 
versus the Code as Law. “The intersection and interactions between 
conventional law produced and enforced by national legal systems 
(The Code of Law) and the internal rules of blockchain systems, which 
take the form of executable software code and cryptographic 
algorithms operating across a distributed computing network (Code 
as Law).”  
 

Such technological innovation in finance technology is now 
knocking at our doors. In 2017, The Bangko Sentral ng Pilipinas (BSP) 
discouraged cryptocurrency investments for being highly volatile and 
“speculative”.  
 

Although speculation and volatility are still present in some 
cryptocurrencies, this has already been addressed by innovating 
certain blockchain tokens, bringing to the surface, the Stablecoin.  

 
Stablecoins claim to usher in prosperity as they are asset-backed, 

non-speculative blockchain-based assets. However, this innovation in 
cryptocurrency is yet to be regulated by governments. In the same 
vein, this thesis asks the question of whether Stablecoins are 
potentially subject to regulation in the Philippines as securities under 
the Securities and Regulation Code (SRC). 

 

 
1 Castren, O., Kavonius, I., Rancan, M., Digital Currencies in Financial Networks, EBA 
Staff Paper Series (2020)  
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This study shall have three main arcs. 
 
The first arc ultimately argues that the Stablecoin may be 

considered as a security under the SRC. This thesis determines that the 
underlying token in an Initial Coin Offering (ICO) may be considered 
as a security. Ultimately, the first objective arc will unravel whether 
stablecoins expand the current definition of “securities” under the 
SRC, and whether it is considered as a new asset class.  
 

The second arc addresses the legal challenges in adopting 
stablecoins as securities using two prongs. The first prong answers the 
question of whether the Anti-Money Laundering Council (AMLC) has 
a role to play in response to the correlation between the rise of 
stablecoins and money laundering. The second prong is a comparative 
study on the Philippines’ current regulation of the stablecoins vis-à-vis 
other states, hence, a deep dive into the global regulation of 
stablecoins.  

 
The third arc will explore how the twin beacons of liberty and 

prosperity are balanced through an interplay of liberty in innovation 
(Code as Law) and prosperity through regulation (Code of Law), 
ushering in the dawn of a “new age of securities”. 
 

Ultimately, this study will advocate for a remedy for Stablecoin 
traders and investors in case of cryptocurrency mishaps, and liability 
for unscrupulous individuals who take advantage of the lack of 
regulation. This is all done by placing Stablecoins under a framework 
of law, may it be the SRC, the Philippine Stock Exchange (PSE) trading 
and listing rules, or the Anti-money Laundering Act (AMLA). 
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PART I. 
INTRODUCTION 

---------------------------------------------- 
 

Finance is nothing more than a series of innovations that lead to 
the creation of fresh financial products and procedures that help with 
capital allocation and risk management. This assumption should not 
be surprising, given the critical role that access to capital and the 
capacity to manage risk to minimize loss, play in stimulating economic 
activity, growth, and social order based on economic power. It also has 
a long and illustrious history. Since antiquity, human cultures have 
been pushing the frontiers of financial innovation. While there is 
considerable evidence that harvest-based derivatives were widely 
utilized among ancient Mesopotamians, the introduction of metallic 
coins to store value and record debt was undoubtedly the most 
important invention of ancient times. Today, coins are no longer made 
of precious metal. In the digital age, the most valuable coins are in fact, 
invisible, virtual and operate under an invisible Code as Law.  

 
    “The safeguarding of liberty and the 

nurturance of prosperity must always be planned, worked on and carried out 
in accordance with, and within the limitations contained in pre-agreed rules 

and procedures2.” 
 

- Retired Chief Justice Artemio V. Panganiban 
 
And yet,  
 

“Prospective Virtual Currency (VC) investors should know and fully 
understand VCs and cryptocurrencies before speculating or investing in 

such a product. The public is advised not to blindly follow the crowd, adopt 
herd mentality, or engage in speculative transactions.” 

 

 
2 Artemio V. Panganiban, Visionary Leadership by Example, The Personal Website 
of Retired Chief Justice Artemio V. Panganiban (February 7, 2007, 3:30 AM), 
https://cjpanganiban.com/2007/02/07/visionary-leadership-by-example-2/ 
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This was a statement issued by the Banko Sentral ng Pilipinas 
(BSP) in 2017, discouraging Filipinos from investing in cryptocurrency. 
According to the BSP, it is highly volatile and “speculative”.  

 
Although speculation and volatility are still present in some 

cryptocurrencies, it is an outdated perception of cryptocurrency that 
has already been addressed by Stablecoins.  
 
 
The digitalization of money 
 

Gresham’s law states that in an economy, “bad” money drives 
out “good”3. According to the forecast of Frey, cryptocurrencies will 
crowd out about 25% of national currencies by 2030 4 due to its ability 
to perform  the functions of a legal tender more effectively. Countries 
are racing to adopt digitalized currency and cryptocurrency.  

 
On June of 2021, El Salvador became the first country to adopt 

Bitcoin as a legal tender. The main driving force for the decision was 
their economy’s dependency on money sent back from abroad. With 
cryptocurrency, users can move crypto (which means data 
representing value) around with the speed and scale we normally get 
with data. It dispenses with the three-to-seven-day floating period you 
get with commercial banking systems, or the fees associated with 
vendors such as Visa, Mastercard, and PayPal and top-up fees from 
quasi-banks5.  
 

Other countries actively researching on the prospect of utilizing 
cryptocurrency are not only looking to adopt existing crypto but are 
also programming their own. Barbados issued a digital dollar using  
Bitcoin software, as well as Dubai, launching DubaiCoin. The National 
Bank of Poland also intends to issue the cryptocurrency named PLN 

 
3 CHRIS DANNEN, INTRODUCING ETHERIUM AND SOLIDITY (2017) 
4 Amanzholova B., Teslya P., Threats and Opportunities of Cryptocurrency 
Technologies, Novosibirsk State Technical University 
5 Dannen, C, supra note 2 at 14 
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or dPLN with the cooperation of the Ministry of Digital Economy of 
Poland6.  

 
Countries like the Russian Federation are starting to develop 

projects for the introduction of stablecoin, backed by the national 
currency, oil, gas, ore, or rare earth metals. 7 Copper and oil companies 
such as El Petro of Venezuela and Norilsk Nickel of Russia use their 
assets stablecoin collaterals. In 2020, the estimated market value of 
stablecoins increased by nearly 300%8 .  

 
Unfortunately, our country is not as enthusiastic. In the 

Philippines, the Bangko Sentral ng Pilipinas (BSP) only issued an 
advisory informing the public of the risk and benefits of virtual 
currencies (VCs). According to the BSP, cryptocurrencies are 
categorized as a type of VC 9. In 2017, the BSP established a formal 
regulatory framework for VC Exchanges which are in the business of 
converting VCs into fiat currency, and vice versa. The regulations 
states that VC exchange platforms are considered as remittance and 
transfer companies which require prior registration with the BSP 
through the Anti-Money Laundering Council (AMLC). 

 
The Securities and Exchange Commission (SEC) also recognizes 

recent financial innovation through an advisory in 2018 10, requiring 
those conducting Initial Coin Offerings (ICOs) of security tokens to 
first register with the commission as it is considered an investment 
contract based on the Howey Test. This move by the SEC was made on 
the advent of scammers devising ponzi schemes under the guise of an 
ICO.  

 
6 Amanzholova B., Teslya P., supra note 3 
7 Sidorenko E.L., Stablecoin as a New Financial Instrument, Moscow State Institute of 
International Relations (University) of the Ministry of Foreign Affairs 
8 Ante L., Fiedler I., Fiedler I., Strehle E., The Influence Stablecoin Issuances on 
Cryptocurrency Markets, Finance Research Letters (2020) 
9 Warning Advisory on Virtual Currencies, Bangko Sentral ng Pilipinas, March 6, 
2014 
10 SEC Draft Memorandum Circular, Request for Comments on the Proposed Rules on 
Initial Coin Offerring (ICO), Securities and Exchange Commission 2018 
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However, novel legal issues are yet to be addressed by 
Philippine laws. The New Civil Code does not mention 
cryptocurrency or even crypto data as personal property, nor is 
cryptocurrency classified as an asset class in any of the Philippines’ 
existing laws. There is a paucity of Philippine literature on data as 
property11, and it is uncertain whether a property-rights-scheme 
should be applied to data. Since crypto is not personal property, the 
Bureau of Internal Revenue is also silent on whether VC Exchange 
transactions may result in income taxes, transfer taxes, and value-
added taxes.  
 

Other than the advisories issued by the BSP and SEC which 
increased regulations due to the threat of money laundering and ponzi 
schemes through cryptocurrency transactions, there seems to be no 
recognition of Stablecoins as secure, less volatile, alternatives to fiat 
currency.  

 
The circular provides that “[t]he Bangko Sentral does not intend 

to endorse any VC, such as bitcoin, as a currency since it is neither 
issued or guaranteed by a central bank nor backed by any 
commodity.”12 Perhaps the next logical step is to reconsider whether 
such statement still stands true today, with the rise of Stablecoins.  

 
 
Not all cryptocurrencies are made equal 
 

Bitcoin is not the only cryptocurrency, albeit the most popular. 
As of January 2021, there are over four thousand recognized 
cryptocurrencies in existence, and over five thousand cryptocurrencies 
registered in the CoinMarketCap, which is the world’s most trusted 
source for crypto market capitalizations, pricing and information. 
However, for cryptocurrencies, challenges to adoption remain and this 
is mainly due to concerns about the functionality of the digital 

 
11 Cagang, R., The Economics of Data: Assessing Property Rights over Non-Personal 
Data, University of San Carlos  
12 Bangko Sentral ng Pilipinas, Circular No. 944, Guidelines for Virtual Currency (VC) 
Exchanges series of 2017 
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currency as a medium of exchange and whether cryptocurrency acts 
more like a speculative investment than a currency.  

 
The increasing popularity of cryptocurrency is attributable to the 

fiat money system’s own lapses. Unlike the latter, cryptocurrency 
prioritizes cost reduction, data transparency and the removal of 
financial intermediaries, which were the novel intentions of Dr. David 
Chaum who created Digicash, the first ever cryptocurrency which 
predates Bitcoin by a few decades.  

 
As of this writing, Bitcoin takes the lead as the most valuable 

coin, however, it is not considered a Stablecoin. Stablecoins are 
cryptocurrencies with price stabilization mechanisms to match the 
price of another currency with lower volatility13. They are digital 
currencies that are pegged to non-volatile assets.14 These digital tokens 
remain a fast, secure, public payment layer on top of the existing fiat 
money system15.  

 
This proposal will argue that Tether (USDT), True USD (TUSD), 

Paxos Standard (PAX),  USD Coin (USDC), Binance USD (BUSD), and 
other Stablecoins have transcended beyond being a speculative asset 
due to price stabilization mechanisms and being backed by assets, and 
should be adopted as falling under the categories of securities or as a 
new asset class cognizable under the Securities Regulation Code 
(SRC).  

 
How stable are Stablecoins?  
 

Stablecoins are blockchain-based tokens with limited price risk 
and a vital part of today’s cryptocurrency markets. The stablecoin was 
conceptualized to address the high volatility and risks of decentralized 
coins and skyrocketed in popularity after the 2018 Bitcoin crash. 

 
13 Mita, M., Ito K., Ohsawa S., Tanaka H., What is Stablecoin? : A Survey on Price 
Stabilzation Mechanisms for Decentralized Payment Systems, The University of Tokyo 
14 Ante L., Fiedler I., Fiedler I., Strehle E., The Influence Stablecoin Issuances on 
Cryptocurrency Markets, Finance Research Letters (2020) 
15 Dannen C., supra note 2 at 6 
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Stablecoins are generally less volatile than Bitcoin at daily 
frequencies.16 
 

The stablecoin may be decomposed into four main axes: peg, 
collateral, mechanism and price information17, as shown here:  
 
 

 
16 Hoang L., Baur D., How stable are stablecoins?, University of Western Australia 
(2021) 
17 Moin A., Sekniqi K., Sirer E., SoK: A Classification Framework for Stablecoin Designs, 
Financial Cryptography and Data Security (2020), Cornell University 
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The peg stablecoin design pegs a stablecoin to fiat currencies, or 
commodities, such as gold. A collateral design makes use of collaterals 
to ensure that the circulating stablecoin has redemption value. Price 
stability requires a collateral of at least 100% and it is argued that 
stability is not attainable solely through algorithm.18 
 

Hand in hand with the collateral type comes the decision of 
collateral amount. Although a one-to-one collateralization is ideal for 
users and investors, this method makes it hard for the coin to scale.  

 
Another stablecoin design is Mechanics: this is done by an 

algorithmic market making mechanism which expands supply when 
the price is too high and contracts it when the price is too low. The final 
design is Price Information which makes use of an external oracle, an 
independent price feed deemed trustworthy by the issuers of the 
stablecoin.19 
 

There is also a smaller umbrella category, which only classifies 
three main types of stablecoins based on the stability mechanism and 
the type of collateral, as shown here: 

 
 
 
 
 
 

 

 
18 Berentsen A., Schär F., Stablecoins: The quest for a low-volatility cryptocurrency, The 
Economics of Fintech and Digital Currencies (2019), University of Basel 
19 Moin A., Sekniqi K., Sirer E., supra note 16 
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Fig. 2. The stablecoin taxonomy as to stability mechanism and type of 
collateral 
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Stablecoins could even be more stable than the most stable 
traditional “safe” assets such as US government bonds if their stability 
was based on an algorithm rendering them stable by design.20 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
20 Baur D., Hoang L., A crypto safe haven against Bitcoin, The University of Western 
Australia 
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“Algorithmic 
stablecoins“ 

“Crypto-assets 
or given away 

for free“ 

“No collateral – 
value of 

stablecoin is 
based purely on 
the expectation 

of its future 
market value“ 

 

“Not 
redeemable“ 

 
Fig. 3. Summary table of stablecoin characteristics 
Source: Based on Bullman et. al. (2019) 
 
 
Stablecoin as Securities 
 

According to the Securities Regulation Code (SRC), “an offer or 
sale of securities to the public must be accompanied by a full and fair 
disclosure, enabling potential purchasers to make an informed 
investment decision”. To achieve such transparency, registration is 
mandatory with the Securities and Exchange Commission (SEC) for all 
types of securities.  

 
In recent declarations and investigations by the American 

Securities and Exchange Commission suggest that blockchain-based 
assets are potentially subject to regulation as securities under the 
Securities Act.21 

 
The Securities Regulation Code or RA 8799 defines “securities” 

as “shares, participation or interests in a corporation or in a 
commercial enterprise or profit-making venture and evidenced by a 
certificate, contract instrument, whether written or electronic in 
character. ““It includes:  
 

 
21 Azgad-Tromer S., Crypto Securities: On the Risks of Investments in Blockhain-Based 
Assets and the Dilemmas of Securities Regulation, American University Law Review: 
Vol. 68: Iss 1, Article 2.  
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a) Shares of stock, bonds, debentures, notes, evidences of 
indebtedness, asset-backed securities 

b) Investment contracts, certificates of interest or participation 
in a profit sharing agreement, certificates of deposit for a 
future subscription; 

c) Fractional undivided interests in oil, gas or other mineral 
rights 

d) Derivatives like option and warrants 
e) Certificates of assignments, certificates of participation, trust 

certificates, voting trust certificates or similar instruments 
f) Proprietary or non proprietary membership certificates 

incorporations; and 
g) Other instruments as may in the future be determined by the 

Commission22 “ 
 
 

 STATEMENT OF THE PROBLEM 
 

This study will mainly explore the legal challenges in adopting 
Stablecoins as securities under the Securities Regulation Code, 
specifically as an asset-backed security, investment contract, and 
“other securities” as may be declared by the Securities and Exchange 
Commission in the future. This paper will also examine whether 
Stablecoins are a new asset class altogether which is worth considering 
as a new type of security by the SEC. 
 

Categorically, the legal challenges to be considered will be on the 
issues of regulation, money laundering, and contracts, in relation to 
the adoption of stablecoins as securities. 
 

To accomplish these objectives, the study will first focus on 
linking the properties and characteristics of Stablecoins with asset-
backed securities and anchor on the thesis that there is no legal 
impediment for Stablecoins to be considered as securities. Next, this 
study will then determine if an expansion of the concept of a 

 
22 Securities and Regulation Code, Republic Act No. 8799, § 3 (2000) 
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traditional asset-backed security is necessary. Upon establishing that 
stablecoins are securities, an exploration of the legal challenges in 
regulation, money, laundering and contracts will be done to aid with 
the SEC’s draft issuances on cryptocurrency.  

 
The current and future policies of other states, recommendations 

by scholars, experts and other international governing bodies 
regarding Stablecoins, will also be examined. 

 
Hence this thesis will examine three main issues: Firstly, whether 

stablecoins are securities under the SEC and secondly, whether other 
legal frameworks could be considered as regulatory regimes for 
stablecoins, and finally, whether liberty in innovation ushers in 
prosperity through regulation.   

 
 

OBJECTIVE OF THE STUDY 
 

The aim of this thesis has three main arcs: The first arc ultimately 
argues that the Stablecoin may be considered as a security under the 
SRC. This is done by analyzing the framework and design of the 
Stablecoin, determine whether it is speculative or volatile, and 
whether there exists a framework for asset-backed securities in the 
Philippines. This thesis will also determine whether the underlying 
token in an Initial Coin Offering (ICO) may be considered as a security. 
Ultimately, the first objective arc will determine whether stablecoins 
expand the current definition of “securities” under the SRC, and 
whether it is considered as a new asset class.  
 

The second arc will address the legal challenges in adopting 
Stablecoins as securities. It will have three prongs: The first prong will 
be a comparative study on the Philippines’ current regulation of the 
Stablecoins vis-à-vis other states. The second prong asks the question 
of whether the Anti-Money Laundering Council (AMLC) has a role to 
play in response to the correlation of the rise of Stablecoins and Money 
Laundering. The third prong will analyze whether the Stablecoin is 
covered under our current laws on obligations and contracts.  
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The third arc will explore the positive correlation between 
stablecoins as securities, liberty in innovation and prosperity through 
regulation in the new age of securities.  
 

Ultimately, this study will advocate for a remedy for Stablecoin 
traders and investors in case of cryptocurrency mishaps, and liability 
for unscrupulous individuals who take advantage of the lack of 
regulation. This is all done by placing Stablecoins under a framework 
of law, may it be the SRC, the Anti-money Laundering Act (AMLA), 
or Obligations and Contracts from the New Civil Code of the 
Philippines.   

 
 

SIGNIFICANCE OF THE STUDY 
 

In the Philippines, virtual currency transactions increased from 
$189.18 million in 2017 to $390.37 million in 2018.  This contains 
cryptocurrency conversions from the Philippine Peso (PHP) and other 
fiat currencies, as well as crypto inbound remittances23. Despite 
millions of pesos in stablecoin movement, this industry, specifically 
cryptocurrency regulation, is kept in legal ambiguity. There is no clear 
legal definition of what may be considered as a stablecoin, nor is there 
a clear pronouncement on whether stablecoins are considered as 
securities under the SRC. 
 

Accepting the premise that stablecoins are indeed securities, 
there are no studies applying the SRC and the PSE addressing 
stablecoin market manipulations and whether these are considered a 
prohibited practice under Section 24 of the SRC. The following 
manipulative practices: (1) wash sales, (2) spoofing, (3) quote stuffing, 
(4) insider trading and (5) painting the tape, (6) hype and dump, and 
their application to crypto, specifically stablecoins are unexplored in 
the Philippine context.  

 
23 Lawrence Agcaoili, Virtual currency transactions double to $390 million in 2018, The 
Philippine Star, 
https://www.philstar.com/business/2019/04/21/1911143/virtual-currency-
transactions-double-390-million-2018 (last updated Apr. 21, 2019) 
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Lastly, the question of whether the Code as Law should be 

tempered by the Code of Law and the implications of placing safety 
brakes on the liberty of financial innovation for the sake of economic 
stability, are still unanswered.  
 

Hence, this paper attempts to shed light on all these legal 
queries.  
 
 

SCOPE AND LIMITATIONS OF THE STUDY 
 

This study will primarily explore on stablecoins as securities 
through assessing qualities which are similar to that of an investment 
contract, asset-backed, and/or “other instrument” as may be 
determined by the SEC in the future.  

 
Suppletory to the analyses, are the legal challenges in regulation, 

money laundering and contracts, upon establishing that there are no 
legal impediments for Stablecoins to be considered as securities under 
the SRC.  
 

 The scope of this study is only limited to Stablecoins and may 
not be able to discuss other sub-categories of cryptocurrencies, such as 
Alt-coins which are Bitcoin copycats that use the Bitcoin codebase.  

 
Moreover, this study will not delve into non-stablecoins which 

are traditional cryptocurrencies, albeit also exhibiting characteristics 
similar to that of a security. Furthermore, this study will not touch 
upon how Stablecoins are potentially used in gambling, nor will this 
study assess whether gaming platforms are considered as gambling.  

 
Lastly, this study will not examine the legal impediments on 

taxation, as this is better explored in a separate study on the 
relationship of tax and cryptocurrency.  
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METHODOLOGY AND RESEARCH DESIGN 
 
 To achieve the objectives and research questions posed in this 
chapter, the research strategy of the thesis will employ the following 
techniques:  
 
 
Comparative-Historical Approach 
 

This study will primarily utilize a Comparative-Historical 
approach and examine how foreign governments are regulating the 
blockchain beast, specifically Stablecoins. Such findings will then be 
paralleled to the Philippines’ legal framework and its attempts at 
regulation.  

 
 

Blackletter Law Methodology 
 

As support, this study will also utilize the “black-letter” 
approach and examine primary and secondary sources of law to 
support the position that Stablecoins fall within the current baskets for 
securities, or as a novel type of security.  
 

Among the primary and secondary sources of law that will 
be analysed are the following:  

  
(1) The Securities and Regulation Code (Republic Act No. 
8799) 
 (2) Securities and Exchange Commission Memorandums 
(3) Bangko Sentral ng Pilipinas Memorandums 
 (4) The Anti Money-Laundering Act of 2001 (Republic Act 
No. 9160) 
(5) Other laws, passed and proposed, domestic and 
foreign, which involve government regulation of 
cryptocurrencies 
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REVIEW OF RELATED LITERATURE 
 

Within the recent years, there have been a few published studies 
on cryptocurrency regulation in the Philippines. However, there are 
no published studies on Stablecoins, much less on regulating it. Owing 
to the novelty of Stablecoins which was only popularized in 2018, the 
paucity of legal literature regarding this topic requires this study to 
examine international authors and sources instead.  
 

The gaps in the literature will be identified immediately after 
exploring the various sources on stablecoins and cryptocurrency 
regulation.  

 
On cryptocurrency and the road to regulation, a paper by 

Schaupp and Festa argues that government regulation can help curb 
risks of fraud and manipulation. Significant fraud, theft, and price 
manipulation leads to volatility 24 and markets are unable to self-
regulate under these conditions. A decentralized, unregulated, and 
pseudonymous financial transaction system attracts illegal activity25 
and this sparked a vigorous discussion over whether amount of bitcoin 
regulation is socially beneficial. Some of the most outspoken critics, 
like Nobel Laureate Joseph Stiglitz, urges for an outright prohibition 
on bitcoin, while others want a flexible regulatory structure. On the 
other hand, other experts believe that cryptocurrencies should not be 
controlled at all.26  

 
Undeniably, however, the growing scale and threats posed by 

cryptocurrency points to an inevitable tightening of market 
regulation27. In a published paper by Amanzholova and Teslya, the 

 
24 Schaupp L., Festa M., Cryptocurrency Adoption and the Road to Regulation, West 
Virginia University and the University of Wyoming 
25 Möser M., Narayanan A., Effective Cryptocurrency Regulation Through Blacklisting, 
Princeton University 
26 Shanaev S., Sharma S., Ghimire B., Shuraeva A., Taming the blockchain beast? 
Regulatory implications for the cryptocurrency Market, University of Northumbria at 
Newcastle, University of London  
27 Amanzholova B., Teslya P., supra note 3 
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legalized part of the cryptocurrency market will become more secure 
and attractive28.  
 

There is a disconnect between the pace of growth in the digital 
age and the institutions that protect traders and investors. The scope 
of the law is intentionally evaded by this decentralized peer-to-peer 
payment system, and many are falling victim to the volatility, hacks 
and the general lack of security when trading high-value 
cryptocurrency.   

 
In 2017, Russia’s Ministry of Finance prepared a bill, which treats 

cryptocurrency as a digital financial asset (DFA). All transactions with 
the DFA are conducted only through the operators of digital financial 
assets exchange procedures of ICO and should be conducted in full 
accordance with the legislation on securities circulation. This may be 
paralleled with the SEC’s memorandum in 2018, wherein it recognized 
cryptocurrencies as prospective virtual currency (VC)29, and required 
those conducting ICOs of security tokens to first register with the 
commission since the underlying tokens behind the ICO are 
considered securities.  

 
The gaps of our own SEC is evident upon examining Russia’s 

draft law, which highlighted the most important part in 
cryptocurrency regulation: that parties to a smart contract lose 
anonymity. Instead, users receive protection of their rights, in the 
manner similar to the procedure of implementation of the protection 
of the rights of the parties to the agreement concluded in electronic 
form. The removal of anonymity has not been addressed by any 
existing and proposed legislations in the Philippines.  

 
On alternative methods of regulation, the published paper by 

Moser and Narayanan proposes the idea of “blacklisting”. Blacklisting 
requires intermediaries in the cryptocurrency ecosystem to check the 
origin of coins against the blacklist before accepting them 30. Those that 

 
28 Id. 
29 SEC Draft Memorandum Circular, supra note 9 
30 Möser M., Narayanan A., supra note 24 
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are considered “intermediaries”, such as cryptocurrency businesses 
and exchange platforms are subject to licensing and regulation since 
they fall within the Money-Changing and Remittance Business Act’s 
definition of a “remittance business”. Again, this is similar with the 
BSP’s circular No. 994 of 2017 which classified Virtual Currency 
Exchanges as a “remittance and transfer company” requiring prior 
registration with the Anti-Money Laundering Council (AMLC)31.  

 
Based on comparisons of existing cryptocurrency regulations of 

foreign states and our own, the Philippines has undoubtedly made 
strides in regulating cryptocurrency. However, the BSP still 
discourages the public on crypto investments32. Hence, there is a clear 
gap in knowledge when it comes to the current developments of 
cryptocurrency, the rise of stablecoins, and government regulation.  

 
In a published book by Dannen, it argues that there is a thriving 

and healthy marketplace for cryptocurrency and suggests that 
cryptotokens as an asset class are already serving the purposes of 
money33. This is currently not the perception of the leading financial 
authorities in the Philippines. Philippine laws still do not recognize 
cryptocurrency as an asset class, nor was it categorically classified to 
be under current classifications of, or in any of the existing asset classes 
found in the Securities Regulation Code (SRC).  

 
Considering that stablecoins are merely a subclass of 

cryptocurrency, discussions of government regulations towards it are 
even more scarce. Hence, stablecoins fall outside the current 
regulatory regimes.  

 
The European Central Bank (ECB) points out that the use of a 

new technology may often be mistaken for the introduction of a new 
asset class. According to the ECB, stablecoins issued as tokenized 
funds are likely to qualify as electronic money instead. 

 
 

31 supra note 11 
32Bangko Sentral ng Pilipinas, Advisory on the Use of Virtual Currencies (2017) 
33 Dannen C., supra note 2 



 27 

In a study by Lipton, Schär and Schüpbach, it was discussed how 
Policymakers in the United States have argued for a "same risks, same 
rules" approach to stablecoins. They describe "managed stablecoins" as 
a digital asset whose value is defined by reference to the value of a 
basket of assets and where the holder is entitled to receive payment 
based on the value of that basket in the newly proposed "Managed 
Stablecoins are Securities Act of 2019." Under the Securities Act of 
1933, these "managed stablecoins" will be treated as securities. 
Moreover, in a published study by Guseva, they postulated that digital 
assets have a hybrid nature which hybrid nature which 
simultaneously present securities and non-securities attributes 34.  
 

It is imperative that the stablecoin be studied under the legal 
framework of the Philippines.  From a regulatory standpoint there is 
no unified legal definition of stablecoins that exists so far. In sum, there 
is still no framework in regulating stablecoins. Most importantly, there 
is still no existing study published in the Philippines which links 
stablecoins with securities.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
  

 
34 Guseva, Y., A Conceptual Framework for Digital-Asset Securities: Tokens and Coins 
as Debt and Equity, Maryland Law Review, Vol. 80, Iss 1, Article 7 (2021) 
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DISCUSSION AND ANALYSIS 
 

PART II: 
THE FIRST ARC: 

 
 Stablecoins as Securities under the Securities and Regulation Code 
 

Stablecoins are neither stable nor coin35. Firstly, it is not stable 
since there is still price volatility in practice, albeit much lower than 
that of Bitcoin and other cryptocurrencies.  Secondly, it is not coin since 
it still cannot replace fiat money. Although, as a caveat, fully backed 
stablecoins by fiat money may be qualified as an e-money.  
 

Stable coin designs vary widely and may be classified as e-
money under some national laws36. Some initiatives in tokenised funds 
share the function and characteristics of e-money37. At a regulatory 
standpoint, if the coin's issuer does not grant credit and guarantees 
redeemability at par, and end users have a claim against the issuer, the 
coin will be classified as e-money under EU law, with both the coin 
and its issuer subject to the Electronic Money Directive (EMD)38. 
 

Stablecoins operate closer to that of fiat money than other 
cryptocurrencies, since the high volatility of the latter makes it less 
useful as a payment instrument and more of an investment. The nature 
of stablecoins merely require that it have a stable value39. The 
stablecoin preserves this stable value through at least two 
mechanisms: Primarily, by Asset-link, in which stablecoins are backed 
by fiat currency or traditional assets. Secondarily, by being algorithm-

 
35 Arner D., Auer R., Frost J., Stablecoins: risks, potential and regulation, Banco de 
Espana, Financial Stability Review (2020)  
36 Bindseil, U., Central Bank Digital Currency: Financial System Implications and 
Control, International Journal of Political Economy (2019) 
37 European Central Bank, Stablecoins: Implications for monetary policy, financial 
stability, market infrastructure and payments, and banking supervision in the euro area, 
Occasional Paper Series (2020) 
38 Adachi, M., Cominetta, M., Kauffman, C., van der Kraaij, A., A regulatory and 
financial stability perspective on global stavlecoins, European Central Bank (2021)  
39 Arner D., Auer R., Frost J, supra note 34 at 97 
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based. The algorithm stabilizes the coin depending on changes of 
supply and demand40. 

 
Considering that stablecoins are neither stable nor coin, this 

paper will argue that it may be considered as a debt security, an 
investment contract, or a new asset class falling under “Other 
instruments as may in the future be determined by the Commission” 
under the SRC. 

 
“Section 3 of the SRC lists the categories of securities:  

 
“SECTION 3. Definition of Terms. —  3.1. "Securities" are 
shares, participation or interests in a corporation or in a 
commercial enterprise or profit-making venture and evidenced 
by a certificate, contract, instrument, whether written or 
electronic in character. It includes: 
 
(a) Shares of stock, bonds, debentures, notes, evidences of 
indebtedness, asset-backed securities; 
(b) Investment contracts, certificates of interest or 
participation in a profit sharing agreement, certificates of deposit 
for a future subscription; 
(c) Fractional undivided interests in oil, gas or other mineral 
rights; 
(d) Derivatives like option and warrants; 
(e) Certificates of assignments, certificates of participation, trust 
certificates, voting trust certificates or similar instruments; 
(f) Proprietary or nonproprietary membership certificates in 
corporations; and 
(g) Other instruments as may in the future be determined 
by the Commission.” 

 
In 2019, the International Monetary Fund (IMF), considered 

“asset tokens”, which included stablecoins, and has proposed that they 

 
40 Id.  
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be classified as debt or equity securities41. While this approach may be 
supported by some accounting proposals, it may raise several issues. 
These debt securities differ from stablecoins in that dollars are 
borrowed against the collateral rather than a new instrument with an 
endogenous price, as in a stablecoin42. In the United States, The SEC of 
the United States declined to take criminal enforcement action against 
The DAO stablecoin or Slock.It. However, the Commission’s 
examination and findings found that DAO Tokens met the federal 
definition of "securities," implying that the DAO Token issuance was 
in violation of US securities law 43. Undeniably, digital assets may be 
considered as securities. 

 
 

Stablecoins as an Investment Contract: On ICOs 
 

Stablecoin systems are launched or pre-launched through what 
is called an Initial Coin Offering or an ICO to provide broader access 
to early stage stablecoin projects. ICOs are financing vehicles 
developed to fund venture-style investments, purporting to give 
ordinary investors opportunities to invest in exciting start-up projects 
that would otherwise be out of reach44.  

 
There are two types of ICOs available right now. Some are 'token 

sales,' in which those who buy tokens (or 'appcoins') get a right to 
participate in the token issuer's activities, such as getting first dibs on 
the token issuer's products and services when they become available. 
Other ICOs, known as 'coin offerings,' are designed to give those who 
buy coins a form of property, such as fractional ownership in the 
underlying business or future profits, making coins similar to digital 
stock certificates45. While there are secondary markets for ICO tokens, 

 
41 Castren, O., Kavonius, I., Rancan, M., supra note 1 at 7 
42 Klages-Mundt, A., Minca A., While Stability Lasts A Stochastic Model of Stablecoins, 
Cornell University (2020)  
43 Yeung, K., Regulation by Blockhain: The Emerging Battle for Supremacy between the 
Code of Law and Code as Law, The Modern Law Review (2019) 
44 Ibid at 226 
45 Id. 
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there is still significant legal and regulatory uncertainty surrounding 
some ICOs in many jurisdictions 46.  

 
Vasek and Moore even provided the first empirical analysis and 

investigation of the advertisement of Ponzi schemes on 
bitclontalk.com47. ICOs and peer-to-peer energy generation 
systems demonstrate the potential of blockchain to enable fresh types 
of peer-to-peer social and economic cooperation. However, this same 
system also poses a legal challenge to conventional lawmakers in 
terms of regulation.  
 

ICOs operate for the same purpose as an Initial Public Offering 
(IPO) in securities. As a result, they've been dubbed a "cross between 
crowdsourcing and a traditional" equity IPO, allowing anybody to 
purchase "coins" in a venture fund that is often stated to be completely 
transparent48. The SEC defines an ICO as a “token sale or distributed 
ledger technology fundraising operations involving the issuance of 
tokens in return for cash, other cryptocurrencies or other assets. They 
involve coins (or “tokens”) being issued in order to raise money from 
the general public. Once the project reaches a certain stage, benefits to 
token holders may include, but is not limited to, any of the following: 
 

a) Gains through profits or increase in the value of tokens which 
can be sold if the project is successful;  

 b) Voting or governance rights; or 
 c) Usage rights 49 “ 
 

According to the 2015 Implementing Rules and Regulations of 
the SRC, all outstanding shares of the corporations that will conduct 
IPOs need to be registered with the SEC 50. Similarly, in 2018, the SEC 
issued a memorandum circular for ICO rules requiring ICOs or Token 

 
46 BLOCKHAIN, 2019 STATE OF STABLECOINS (2019)  
47 Vasek, M., Moore, T., Analyzing the Bitcoin Ponzi Scheme Ecosystem, International 
Conference on Financial Cryptography and Data Security(2015)  
48 Yeung, K., supra note 42 at 226 
49 SEC Draft Memorandum Circular, supra note 9 
50 Implementing Rules and Regulations, RA 8799,  § 8.1.1.2.1 (2015) 
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sales to submit reportorial requirements such as documents for Initial 
Assessment of Tokens and Whitepapers for registration. In the same 
year, the SEC issued a warning for the public to take the necessary 
precautions in dealing with ICOs51.  

 
Interestingly, the 2018 SEC Memorandum also made mention of 

the SEC’s power to determine whether asset tokens may be considered 
as security tokens. Security tokens are asset tokens which satisfy the 
definition of securities under the SRC, its implementing rules and 
regulations, and other issuances of the SEC. The determination of 
whether it qualifies as a security token is done during the action on the 
initial assessment request for ICOs. 
 

The Commission will review the initial assessment request and 
determine whether the token is a security. Following that, this paper 
presents the case of stablecoins as a collective investment scheme52. As 
stablecoins could be seen as an investment fund share in the context of 
a collective investment scheme53, the next logical legal step is to 
determine whether it passes the Howey Test.  
 

Under the Howey Test, for an investment contract to exist, 
stablecoins must be considered as a contract, transaction or scheme, or 
an investment of money, made in a common enterprise with 
expectation of profits arising primarily from the efforts of others54. 
 

It may be argued that stablecoins pass the Howey Test. 
Stablecoin ICO participants are effectively investing because expected 
returns are directly linked to the ICO's pooled funds and the issuer's 
efforts to employ those funds to execute its proposed plans to generate 
returns. If the value of their token holdings increases, they either earn 

 
51 Securities and Exchange Commission, SEC Warns Public on Initial Coin Offering 
(2018)  
52 Castren, O., Kavonius, I., Rancan, M., supra note 1 at 12 
53 Id.  
54 SEC v. Prosperity, G.R. No. 164197 (2012) 
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a greater financial return by selling them or gain additional credit to 
access the underlying goods or services by selling the tokens55.  
 

ICOs have elicited responses from regulators in all major 
financial markets. 
Taking a cautious, 'wait and see' approach rather than considering 
them all as ordinary equities securities susceptible to, or exempt from, 
regulation56.  
 

Initial Public Offerings (IPOs), private placements of securities, 
crowdsourcing, and even collective investment plans are all parallels 
of ICOs 57. Even if stablecoins and ICOs fall short in qualifying as an 
investment contract, or a security token, it undoubtedly meets the last 
basket of securities: a new asset class.  
 
 
Stablecoins as a new asset class: The Other Instrument 
 

The need for contactless service in commerce has seen 
innovations in digital payments and e-commerce. According to Section 
3.1 of the SRC, the Commission may determine other instruments as 
securities, whether written or electronic form58. According to a study 
by Chohan, cryptocurrencies will create a natural comparable 
relationship with existing asset classes if and when they gain 
mainstream usage59. Over 2020, the market capitalization of 
stablecoins has ballooned to fourteen billion dollars. Moreover, the 
capitalization has more than doubled since the start of the pandemic.  
 

A clear governance framework is required in an uptake of 
stablecoins usage, especially initiatives on building a cyber-security 

 
55 Yeung, K., supra note 42 at 227 
56 Id.  
57 Id.  
58 Securities and Regulation Code, RA 8799, § 3.1 
59 Chohan, U., Are Stable Coins Stable?, Critical Blockchain Research Initiative (2020) 
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framework60. The tokenization of currencies, which is yet to be done 
on a wide scale, is an example of a new asset type that may emerge 
around the business model of tokenized funds. The value of such a 
"global stablecoin" would not be stable in any particular currency, nor 
would it reflect any particular economy's price index; instead, it would 
track the weighted average of currencies in the basket61.  
 

The Libra stablecoin is one of the few candidates into reaching 
the potential of a global stablecoin. Libra would be seen as a hybrid 
token with both payment and asset function. The current focus on 
stablecoins or related initiatives like Libra, as well as the financial 
accounting implications of stablecoins that are comparable to those of 
Central Bank Digital Currency (CBDC), implies that conversations 
about CBDC should also include such private electronic money 
technologies. 
 

A discussion on global stablecoins will be fleshed out in the 
proceeding chapters on regulation and the legal challenges in adopting 
stablecoins as securities under the SEC and other laws.   

 
 

 
 
 
 
 
 
 
 
 
 
 
 
  

 
60 Bullman, D., Klemm, J., Pinna, A., In search for stability in crypto-assets: are 
stablecoins the solution?, Occasional Paper Series (2019) 
61 Ibid at 41 
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PART III: 
THE SECOND ARC: 

 
The Legal Challenges in Adopting Stablecoins as Securities 

 
This chapter will discuss the legal challenges for stablecoins in 

relation to Republic Act No. 9160 or the Anti-Money Laundering Act 
of 2001 (AMLA), Republic Act No. 10365 or An Act Further 
Strengthening the Anti-Money Laundering Law, 2018 Implementing 
Rules and Regulations (IRR) of RA No. 9160, Republic Act No. 8799 or 
the Securities and Regulation Code (SRC), the Philippine Stock 
Exchange (PSE), Circulars from the Bangko Sentral ng Pilipinas (BSP), 
and finally, regulation of stablecoins on a macro scale through 
inspecting the mentioned local laws vis-à-vis  laws in foreign 
jurisdictions, as well as proposed regulations of the G7 and G20 states.  
 
 
On Money Laundering and Banking laws  
 

During the 2019 G20 Osaka Summit, nineteen states and the 
European Union who represents most of the world’s economy 
recognized that Global stablecoins and other comparable 
arrangements with systemic implications would pose substantial 
public policy and regulatory problems such as money laundering, 
criminal financing, and consumer and investor protection which 
would need to be addressed before the Libra global stablecoin could 
be launched62. 
 

Although the Philippines could not be present in the summit, the 
BSP incorporated rules and regulations governing operations of VC 
Exchanges63 in Section 4512N of its Amendments to the Manual of 
Regulations for Non-Bank Financial Institutions. Stablecoins fall 
within what is considered by the circular as a VC, and in the same 
circular it provided that one of its purposes is to regulate VCs when 

 
62 Read, O., Schafer, S., Libra Project: Regulators Act on Global Stablecoins, Leibniz 
Information Centre for Economics (2020) 
63 Supra note 11 
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used for delivery of financial services, particularly, for payments and 
remittances, which have material impact on anti-money laundering 
(AML) and combating the financing of terrorism (CFT), consumer 
protection and financial stability. 
 

Hence, as our local laws on combatting money laundering now 
stands, the BSP equates VC exchanges with Remittance and Transfer 
Companies (RTC) which are regulated under the AMLA. Money or 
value transfer services ("MVTS") are provided by RTCs. The rule is that 
VC Exchange Services need to be registered as an RTC and ither MVTS 
may be performed by duly registered VC Exchanges, but duly 
registered RTCs may not engage in VC Exchange Services unless they 
are registered as an RTC operating as a VC Exchange. 
 

During the process of an RTC registering as a VC Exchange, the 
BSP requires that the company tender a sworn certification, signed 
either by the proprietor, managing partner, or president, that a Money 
Laundering and Terrorist Financing Prevention Program (“MLPP”) 
has been developed, adopted, and disseminated to all employees64. 
 

Moreover, VC Exchanges must additionally register with the 
Anti-Money Laundering Council Secretariat ("AMLCS") within 30 
calendar days of the start of VC Exchange activities. The VC Exchange 
must next provide to the Supervision and Examination Sector (SES), 
documentation of AMLCS registration within 5 business days of 
registration. In the event, that the VC Exchange does not register, 
registration will be automatically cancelled65. 

 
The VC Exchange must also submit to the SES Proof that the VC 

Exchange or counterparty is authorized to engage in VC Exchange 
Services and is subject to the anti-money laundering laws of the 
country where it operates66.  
 

 
64 Bangko Sentral ng Pilipinas, Circular 1039, Amendments to the N and P Regulations 
of the Manual of Regulations for Non-Bank Financial Institutions § 4511N.2 (2019) 
65 supra note 11, § 4512N.3 ¶ 3 (2017) 
66 supra note 63, § 4511N.3 (c) 
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In the United States, Stablecoins may be subject to standard 
money transmission rules, which would require adherence to federal 
anti-money laundering (AML) legislation and state-level licensing67. 
Payment tokens would be subject to the Anti-Money Laundering Act, 
and payment systems of major importance would be subject to the 
Financial Market Infrastructure Act68. 
 

When financial assets like fiat money, securities, and derivatives 
are kept and exchanged over blockchain financial networks, the 
regulatory perimeter will need to expand far beyond money 
laundering69. 
 
Hence, the legal challenge is for AMLA and the BSP to devise a 
cohesive legal framework in cooperation with the SRC and PSE for 
stablecoin regulation, which will be explored in the next section.  
 
 
The Legal Challenges in Market Manipulation  
 

Market manipulation is a term used to describe trading tactics 
that aim to undermine the market's economic efficiency. They 
accomplish this by lowering the market's liquidity for risk 
transmission. Furthermore, they sabotage price discovery by making 
prices less accurate as indicators of effective resource allocation70. 
Cryptocurrency markets are subject to various types of fraud, scams, 
and market manipulation owing to its decentralized structure and the 
blockchain ecosystem's lack of regulation71. 
 

 
67 BLOCKHAIN, 2019 STATE OF STABLECOINS, supra note 45 at 23 
68 Read, O., Schafer, S., supra note 61 at 393 
69 Paech, P., The Governance of Blockchain Financial Networks, The Modern Law 
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70 Kyle, A, Viswathanan S., How to Define Illegal Price Manipulation, American 
Economic Review (2008) 
71 Eigelshoven, F., Parry, A., Ullrich, A., Cryptocurrency Market Manipulation: A 
systematic Literature Review, International Conference of Information Systems 
(2021) 
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The next legal challenge is to determine whether trading 
practices in stablecoin systems are considered as manipulative 
practices under Chapter VII of the SRC which enumerates the 
prohibitions on fraud, manipulation and insider trading. This paper 
has established and accepted the premise that Stablecoins could fall 
under securities, hence, this chapter will explore whether 
manipulative practices in securities may also be applied to blockchain 
systems.  
 

Specifically, this chapter will explore the following manipulative 
practices: (1) wash sales, (2) spoofing, (3) quote stuffing, (4) insider 
trading and (5) painting the tape, (6) hype and dump, and their 
application to crypto, specifically stablecoins.  
 
 
Wash Sales  
 

Wash trading or sales is a form of market manipulation in which 
an entity artificially inflates trading volume by making deals against 
itself. For the goal of producing activity and boosting the price, a single 
actor sells and repurchases the same or roughly the same security. An 
"actor" might be a single account or a group of accounts of associated 
companies, yet the transaction has little economic value in and of itself. 
The impact of the sale and purchase are offsetting (thus "washed" out) 
in a wash trade, but the transaction's price record remains part of the 
public record. As a result, the typical outcome of a wash transaction is 
false information about the market price72. According to Rule 24.1.5 
and Rule 24.1.5.5 of the SRC, engaging in transactions in which there 
is no change in beneficial ownership is considered prohibited conduct.  
 

Wash trading is enabled owing to the anonymity within 
exchanges, which is not possible in regular financial markets. 
According to Gandal et al. (2018), two trading bots heavily influenced 

 
72 Peterson, T., To the Moon: A History of Bitcoin Price Manipulation, Journal of 
Forensic and Investigative Accounting (2021) 
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trade volume before to the Mt. Gox exchange's collapse73. On DEXs, 
similar actions were found. More than 30% of all traded tokens on the 
decentralized exchanges IDEX and EtherDelta had been vulnerable to 
wash trading activity, according to Victor and Weintraud (2021). They 
also discovered that a small group of accounts were responsible for a 
$159 million wash trading volume74. 
 
 
Spoofing and Quote Stuffing: Improper Matched Orders 
 

Cryptocurrency literature has identified two forms of order book 
manipulation: order spoofing and quote stuffing. Both varieties are 
well-known in conventional marketplaces and are often considered 
illegal. Spoofing is a type of order book manipulation in which a trader 
enters buy or sell orders into the order book but does not intend to 
execute them or buy them75. A trader sets a large number of orders on 
one side of the order book, indicating buy or sell pressure, to move the 
market in a specific direction. The orders provide the impression that 
the asset's demand (or supply, as the case may be) is greater than what 
is already available. The price is thus driven up or down by unwitting 
market players acting on the bogus information76. Spoofing and quote 
stuffing operate similarly to an improper matched order prohibited by 
the SRC.  According to Section 24.1 (a) (ii) of the SRC, it is unlawful to 
enter an “order or orders for the purchase of sale of such security with 
the knowledge that a simultaneous order or orders of substantially the 
same size, time, and price, for the sale or purchase of any such security, 
has or will be entered by or for the same or different parties.”  
 

Bots and algorithms are frequently used to influence the 
impression of supply and demand for a particular currency according 

 
73 Gandal, N., Hamrick JT., Moore, T., Oberman, T., Price Manipulation in the Bitcoin 
System, Journal of Monetary Economics (2018) 
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75 Cartea, A., Jaimungal, S., Wang, Y., Spoofing and Price Manipulation in Order 
Driven Markets, University of Toronto (2019)  
76 Peterson, T., supra note 71 at 255 
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to the spoof trader's advantage. Multiple studies suggest that the surge 
in the price of Bitcoin in 2017 was the product of a large-scale market 
spoofing conducted by a single organization known as "Spoofy”77.  
 

Quote stuffing is a high-frequency trading manipulation method 
in which order congestion is created by entering a large number of 
orders into the order book, followed by quick cancellation 78. Quote 
stuffing provides a fake mid-price, which is the average of the current 
best bid and the ask price. Hence, it can lead to erroneous signals about 
price rises or falls 79.  
 

Compared to traditional financial markets, both techniques 
profit from the anonymity provided by most cryptocurrency 
exchanges and the lack of client processes and laws 80.  

 
 
Insider Trading 
 

Insider trading is defined as the unauthorized use of insider 
knowledge to forecast future transactions for the purpose of trading 
strategies; this problem may be found in all financial markets81. 
Because of information asymmetry, profiting from insider information 
in transactions affects pricing efficiency and market liquidity82. 
According to Section 3.8 of the SRC,  “ "Insider" means: “(a) the issuer; 
(b) a director or officer (or person performing similar functions) of, or 
a person controlling the issuer; (c) a person whose relationship or 
former relationship to the issuer gives or gave him access to material 
information about the issuer or the security that is not generally 
available to the public; (d) a government employee, or director, or 

 
77 77 Eigelshoven, F., Parry, A., Ullrich, A., supra note 70 at 9 
78 Dalko, V., Wang, M., High-frequency trading: Order-based innovation or 
manipulation?, Palgrave Macmillan (2020) 
79 Id. 
80 Eigelshoven, F., Parry, A., Ullrich, A., supra note 70 at 9 
81 Anderson, J., Insider Trading and Cryptoassets: The Waters Just Got Muddier, Iowa 
Law Review (2020) 
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officer of an exchange, clearing agency and/or self-regulatory 
organization who has access to material information about an issuer or 
a security that is not generally available to the public; or (e) a person 
who learns such information by a communication from any of the 
foregoing insiders.”  
 

Insider trading in cryptocurrencies, in contrast to traditional 
financial markets, happens mostly in the context of exchange currency 
listings and can result in unexpected price swings, such as the price 
rise of Bitcoin Cash prior to its listing on Coinbase 83. In our 
jurisdiction, what makes it illegal is when people transact while in 
possession of material non-public information. Insider information of 
future currency listings or delistings on exchanges can benefit 
exchange personnel. This allows them to take advantage of the 
possibility to start trading positions early84. Information is considered 
“non-public” when: (1) it is not yet disclosed, (2) it is already disclosed 
but reasonable time has not yet lapsed for the public to digest the 
information and analyze what that particular information means for 
the issuer. Moreover, the PSE has a rule that if an issuer gives out or 
discloses material information, insiders are prohibited from 
transacting within two trading days. This is also known as the Block-
Off Period under the PSE rules, which is not found in the SEC rules.  
 
 
Painting the Tape 
 

Painting the tape is an attempt to impact pricing indirectly by 
altering volume. The "tape" refers to the traded asset's historical price 
and volume records (ticker tape). The actor engages in high-frequency 
or automated transactions between accounts set up for that purpose, 
or between accounts of co-conspirators. In other circumstances, the 
reported volume is just incorrect. Large volume distorts volume-
weighted technical indicators and encourages traders to act (typically 
purchase) on the information. In the SRC, painting the tape is found in 

 
83 Verstein, A., Crypto Assets and Insider Trading Law’s Domain, Iowa Law Review 
(2019) 
84 Id. 
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Rule 24.1.5.1 where it states that “engaging in a series of transactions 
in securities that are reported publicly to give the impression of 
activity or price movement in a security” is considered prohibited 
conduct.  
 

An example was when a student at Moscow State University 
established a company to control the volume of freshly issued 
cryptocurrency. This company made it possible for new currencies to 
be created to achieve the minimum volume criteria for listing on 
exchanges, allowing users more flexibility distribution to a market that 
isn't expecting it Gotbit, the company, charged $15,000 for its 
services. Publicly marketed, including warning investigative 
journalists say that "the industry isn't fully ethical." 
 
 
Hype and Dump 
 

Hype-and-dump schemes are a kind of market manipulation in 
which the price of an item is artificially boosted before being sold to 
other investors85. The operator of the hype and dump scheme seeks to 
persuade other investors to acquire the advertised assets by promoting 
and distributing false information and inflating the price; this is the 
"pump" component. As more investors believe the story, the scheme's 
operator begins to sell the overvalued asset, causing the investors to 
lose money; this is the "dump" component. Hype and dump may be 
found in Section 24.1.5.4 of the SRC where it states that “engaging in 
buying activity at increasingly higher prices and then selling securities 
in the market at the higher prices or vice versa” are considered as 
prohibited conduct.  
 

Unlike traditional financial markets, cryptocurrency hype and 
dump schemes are mostly accomplished and organized by so-called 
pump groups, whose primary purpose is to drive up the price of a coin 
through coordinated purchasing. These scams were almost entirely 

 
85 Kamps, J., Kleinberg, B., To the moon: defining and detecting cryptocurrency pump-
and-dumps, Crime Science Journal (2018) 
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orchestrated using social media sites such as Twitter, Reddit, 
Telegram, and Discord. Hype and dump groups favor Telegram in 
particular because of the app's high level of anonymity86. 
 

The pump organizer, pump participants, and pump target 
exchanges are generally the three primary players in pump groups, 
which are arranged in a separate hierarchy87. The pump organizer 
announces the next objective and gives the members numerous 
purchase indications. High-ranking members have access to early 
information, such as the target exchange, target coin, or target pump 
price, and so have the chance to acquire at a low price and dump 
profitably. 
 

Botnets that operate on Twitter and Discord have a significant 
impact on the marketing of the cryptocurrency hype and dump. Hype 
and dump channels were mostly advocated by star structure Twitter 
botnets88. They discovered that fifteen Twitter accounts were 
responsible for 75.4% of all invitation links in their sample. Pump-and-
dump operations in bitcoin markets are rather short-lived when 
compared to traditional markets89. Martineau described two 
occurrences that peaked in 5–10 minutes, although in regular markets, 
a pump takes days or weeks to reach its top90. 
 
 
 
 
  

 
86 Morstatter, F., Steeg, G., Haija, S., Identifying and Analyzing Cryptocurrency 
Manipulations in Social Media, IEEE Transactions on Computational Social Systems 
(2021)  
87 Xu, J., Livshits, B., The Anatomy of a Cryptocurrency Pump-and-Dump Scheme, 
Cornell University (2019) 
88 Nizzoli, L., Avvenuti, M., Cresci, S., Charting the Landscape of Online 
Cryptocurrency Manipulation, University of Southern California (2015) 
89 Kamps, J., Kleinberg, B., supra note 84 
90 Paris Martineau, Inside the group chats where people pump and dump cryptocurrency, 
The Outline, https://theoutline.com/post/3074/inside-the-group-chats-where-
people-pump-and-dump-cryptocurrency (last updated Jan. 28, 2018) 
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On global regulation  
 

According to Bullman’s research, tokenized funds lack effective 
governance, and the value of stablecoins fluctuate owing to a lack of 
guarantee over the custody of adequate money and concerns about 
market manipulation 91. Some of the enthusiasm for algorithmic 
stablecoins has waned as doubts develop about whether some of them 
will be able to effectively manage legal ambiguity, securities rules, and 
technical and liquidity problems 92. 
 

The compliance of stablecoins or components of stablecoin 
systems with securities and money service regulations in various 
countries is a key near-term regulatory problem93.  
 

Much like the case of Tether stablecoin where the stablecion 
project team claimed to its end users that it was fully-backed, a 
fundamental point here is whether a claim suggesting that coins are 
completely fully-backed in the absence of a written guarantee, 
establishes a valid expectation that coin holders will have a legal claim 
on the underlying asset, in case of misrepresentation as to the value.  
 
 
Regulatory Landscape 
 

The United States (17 project teams) is the most prominent 
location for stablecoin project teams, with Europe (14 project teams) 
coming in second. Switzerland (5 project teams) leads in Europe, 
followed by the United Kingdom (3 project teams). Surprisingly, 
Japan, one of the most popular cryptocurrency trading locale, does not 
have a stablecoin project team stationed 94. The Philippines (1 project 
team) has one known stablecoin project team with the UnionBank, 
which launched the PHX, the second stablecoin pegged to the 
Philippine Peso, backed by UnionBank reserves. One of the key 

 
91 Bullman, D., Klemm, J., Pinna, A., supra note 59 at 39 
92 Id.  
93 Bullman, D., Klemm, J., Pinna, A., supra note 59 at 41 
94 BLOCKHAIN, 2019 STATE OF STABLECOINS, supra note 45 at 23 
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motives for UnionBank to create its own stablecoin was to use 
blockchain to connect rural banks across the country and beyond 
borders. The PHX shortly came after peg.PHP stablecoin by Bitspark, 
a Hong Kong-based stablecoin project team.  
 

 
 
Fig. 4. Primary Physical Locations of Stablecoin Project Teams  
 

PHX is a trusted stablecoin, which means its collateral is kept by 
a central entity, even though it is built on decentralized ledger 
technology. In comparison, peg.PHP is a trustless stablecoin since it is 
totally built on the blockchain and is not reliant on banks or other 
centralized third parties. The primary transfer function of a stablecoin 
arrangement may be described as a payment system, regardless of the 
technological platform design (e.g. centralised or decentralised)95. 
 

The Securities and Exchange Commission (SEC) of the United 
States and the Financial Conduct Authority (FCA) of the United 
Kingdom have issued warnings, stating that the offer and sale of 
digital tokens may be regulated as securities on a case-by-case 
basis96. This is similar to the 2018 BSP Memorandum where the SEC 

 
95 European Central Bank, supra note 36 at 23 
96 Yeung, K., supra note 42 at 227 
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recognized its power to determine whether asset tokens may be 
considered as security tokens97.  
 

In the Eurosystem, stablecoins must be classified as a “payment 
system”, otherwise, the issuers would not be bound by the standard 
EU regulatory framework of Undertakings for the Collective 
Investment in Transferable Securities or Alternative Investment Fund 
Managers (AIFM), or by the regulation of Money Market Funds98. This 
is affirmed by another study where it was held that if the stablecoin 
arrangement is similar to that of a traditional payment system, scheme 
or instrument, the entities responsible would fall under the 
Eurosystem’s oversight framework99.  
 

However, even if Stablecoins will not be characterized as a 
“payment system”, it may still be under the EU regulation framework 
through four ways100. Firstly, the stablecoin may still be considered as 
an e-money, in which case, the proceeds from the coin issuance will be 
held at a custodian bank, subject to banking laws. Secondly, the 
stablecoin could be classed as a deposit-taking institution which 
requires a banking license from the European Central Bank (ECB), if 
the stablecoin arrangement guarantees redeemability at par as well as 
provides credit. Thirdly, stablecoins could be considered as an 
investment fund which falls under the EU regulatory framework if the 
fund is based in the EU and / or marketed to EU investors. Fourthly, 
it could also qualify as a money market fund (MMF), where issuers 
would have to comply with the liquidity limit requirement by the 
MMF Regulation101, as well as the Undertakings for Collective 

 
97 supra note 50 
98 European Central Bank, supra note 36 at 9 
99 Adachi, M., Cominetta, M., Kauffman, C., van der Kraaij, A., supra note 35 at 2 
100 Id.  
101 Official Journal of the European Union, Regulation (EU) 2017/1131 of the 
European Parliament and of the Council of 14 June 2017 on money market funds, ¶ 37 
(2017) 



 47 

Investment in Transferable Securities Directive of 2009 102 (UCITS) or 
The Alternative Investment Fund Managers Directive (AIFMD) 103.  
 

In 2019, the G7 summit concluded two things: First, that 
Stablecoin initiatives must follow the highest regulatory criteria with 
guidance from international standard-setting agencies, and subject to 
prudent supervision and oversight to maintain public trust. Secondly, 
adequate protection and guarantees to all stakeholders and users must 
be ensured by stablecoin initiatives exhibiting sound legal basis. In the 
same year, Swiss Law released stablecoin guidelines for the regulatory 
treatment of various categories of stablecoins depending on the 
underlying asset (i.e. currency, commodity, real eastate, securities) 104. 
Swiss Law states that there are potential licensing requirements under 
the Banking Act or the Collective Investment scheme Act.   
 

The European Union Council and the European Commission 
published a unified statement on stablecoins in December 2019, based 
on the strict positions already stated by the G7 and G20. No global 
stablecoin effort, according to the G7, should commence until legal, 
regulatory, and oversight issues and risks are resolved.  
 

Moreover, as part of a new Digital Finance Package, the 
European Commission announced a new legislation on Markets in 
Crypto-assets (MiCA) in September 2020, which includes stablecoins 
105.  
 

The EU institutions would work with the ECB, as well as 
national and European supervisory bodies, to achieve their goals. The 

 
102 Official Journal of the European Union, Directive 2009/65/EC of the European 
Parliament and of the Council of 13 July 2009 on the coordination of laws, regulations and 
administrative provisions relating to undertakings for collective investment in transferable 
securities (2009) 
103 Official Journal of the European Union, Directive 2011/61/EU of the European 
Parliament and of the Council of 8 June 2011 on Alternative Investment Fund Managers 
and amending Directives 2003/41/EC and 2009/65/EC and Regulations (EC) No 
1060/2009 and (EU) No 1095/2010 (2011) 
104 Read, O., Schafer, S., supra note 61 at 393 
105 Read, O., Schafer, S., supra note 61 at 6 
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Council and the Commission are prepared to take all necessary steps 
to guarantee that consumer protection criteria are met, and that 
monetary and financial circumstances remain stable. 
 

However, despite having a strong governance framework, 
stablecoin initiatives may be impeded by the uncertainties 
surrounding regulatory scrutiny and recognition 106. Hence, a balance 
must be struck between the Code of Law and the Code as Law, and 
between liberty in innovation and prosperity through regulation.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
  

 
106 BLOCKHAIN, 2019 STATE OF STABLECOINS, supra note 45 at 9 
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RECOMMENDATIONS, SUMMARY AND CONCLUSION 
 

Stablecoins are Securities under the Securities Regulation Code 
 

The 2018 SEC Memorandum also made mention of the SEC’s 
power to determine whether asset tokens may be considered as 
security tokens. Security tokens are asset tokens which satisfy the 
definition of securities under the SRC, its implementing rules and 
regulations, and other issuances of the SEC.  
 

Stablecoins are securities falling under two baskets of the SRC.  
 

The first basket is the investment contract. It is considered as a 
contract, transaction or scheme, or an investment of money, made in a 
common enterprise with expectation of profits arising primarily from 
the efforts of others.  
 

The second basket is as a new asset class. Stablecoins create a 
natural comparable relationship with existing asset classes and 
according to Section 3.1 of the SRC, the Commission has the power to 
determine other instruments as securities, whether written or 
electronic form. 
 

Stablecoins are covered under AMLA for utilizing payment and 
remittances. 
 

The BSP equates VC exchanges with Remittance and Transfer 
Companies (RTC) which are regulated under the AMLA. Stablecoins 
fall under a subcategory of asset-backed cryptocurrency, which is 
considered as a VC in Philippine jurisdiction. VC Exchanges must 
register with the Anti-Money Laundering Council Secretariat 
("AMLCS") within 30 calendar days of the start of VC Exchange 
activities.  
 

Stablecoins are subject to the market manipulation prohibitions 
under the SRC and PSE. 
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Wash trading is enabled owing to the anonymity within 
exchanges, which is not possible in regular financial markets. 
Improper matched orders, specifically spoofing and quote stuffing are 
also illegal techniques which profit from the anonymity provided by 
cryptocurrency exchange. Moreover, insider trading in 
cryptocurrencies happen mostly in the context of exchange currency 
listings and can result in unexpected price swings. Stablecoins are also 
vulnerable to painting the tape, where stablecoin project teams are 
birthed just to control the volume of the freshly issued stablecoin.  
Lastly, cryptocurrency hype and dump schemes are mostly 
accomplished and organized by so-called pump groups, whose 
primary purpose is to drive up the price of a coin through social media 
and coordinated purchasing.  
 

Stablecoin scams and manipulations are likely to continue in the 
foreseeable future. Stablecoins need concerted efforts of states with 
Stablecoin Project Teams for global regulation. The Code as Law 
should be responsibly tempered by the Code of Law. There is a 
perception that stablecoins compete with government fiat. As a result, 
governments have little motivation to promote development. By 
establishing a clear global legal framework to safeguard stablecoin 
usage and users, innovation and prosperity may well be within 
stablecoin horizons.  
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Part IV: 
THE FINAL ARC 

 
Liberty and Prosperity in the New Age of Securities 

 
 Liberty and prosperity are two sides of the same stablecoin. In 
the words of retired Chief Justice Panganiban, “liberty and 
prosperity; these twin beacons must always go together; one is 
useless without the other.107”  
 

In a paper by Auer, the fundamental question is how to 
appropriately implement technology-neutral regulation in the face of 
innovations such that similar economic and financial risks are 
addressed equally 108.  

 
The following factors distinguish coins: “(1) the type of asset that 

can be redeemed for the coin: USD, EUR, gold, etc.; (2) the underlying 
blockchain (e.g., Bitcoin, Ethereum, etc.) and the low-level technical 
design (updatable contracts, governance, etc.); and (3) the country 
from which the coin operates, which determines the level of regulatory 
compliance required” 109. 

 
As remarked by Castren, central banks are not there to “put a 

brake on innovations just for the sake of it”, but to ensure that 
implications of major changes are well understood so “that 
innovations set the right course for the economy, for businesses, for 
citizens, for society as a whole”110.  
 

 
107 Artemio V. Panganiban, Unleashing Entrepreneurial Ingenuity, The Personal 
Website of Retired Chief Justice Artemio V. Panganiban (February 26, 2015, 6:47 
AM), https://cjpanganiban.com/2015/02/26/unleashing-entrepreneurial-
ingenuity/ 
108 Auer, R., Embedded supervision: how to build regulation into Libra 2.0 and the token 
economy, European Money and Finance Forum (2020) 
109 Clark, J., Demirag, D., Moosavi, Seyedehmahsa M., Demistifying Stablecoins: 
Cryptography meets monetary policy, Concordia University (2021) 
110 Bindseil, U., supra 35 at 333 
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Prosperity in Regulation and the Code of Law 
 

Some stablecoins may be seen as posing more direct competition 
to fiat currencies than more volatile cryptoassets such as bitcoin; if a 
stablecoin becomes widely used as a means of payment, it may prompt 
a competitive response or regulatory backlash from central banks, 
which have largely remained on the sidelines of cryptocurrency 
regulation in many jurisdictions 111. The value of a stablecoin and its 
stability relative to the currency (or currencies) of reference may or 
may not be fixed, and issuers of stablecoins may or may not be liable 
for meeting any associated claims by end users 112. 
 

Authorities must have the means, expertise, and technology to 
recognize the emergence or establishment of stablecoins, particularly 
global stablecoins and to develop suitable legal and supervisory 
frameworks 113. 

 
Borrowing the word of C.J. Panganiban, “our 1987 Constitution 

mandated the promotion of economic prosperity in two sections (9 and 
17) of its Declaration of Principles and State Policies and in the Bill of 
Rights 114”. 

 
Governments could utilize "programmable money" in the form 

of stablecoins to limit the uses of government-to-person transfers, such 
as limiting them to groceries or having the stablecoin "expire" after a 
set amount of time 115. 
 

A stablecoin arrangement may also rely on banks to keep things 
running smoothly. To simplify the production, redemption, 

 
111 BLOCKHAIN, 2019 STATE OF STABLECOINS, supra note 45 at 9 
112 Adachi, M., Cominetta, M., Kauffman, C., van der Kraaij, A., supra note 35 at 1 
113 Arner D., Auer R., Frost J, supra note 34 at 98 
114 Artemio V. Panganiban, Safeguard Liberty, Conquer Poverty, Share Prosperity, 
The Personal Website of Retired Chief Justice Artemio V. Panganiban (September 
19, 2014, 2:04 AM), https://cjpanganiban.com/2014/09/19/safeguard-liberty-
conquer-poverty-share-prosperity-part-three-for-the-business-community/ 
115 Id. 
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circulation, and usage of stablecoins, SSM banks might play several 
functions in stablecoin arrangements. They might play three non-
exclusive roles in a general stablecoin arrangement to support its 
fundamental operations: stability, transfer, and user engagement, 
while also taking into consideration jurisdictional constraints 116. The 
ECB oversees asset management, which has the potential to be a 
substantial source of financial stability problems. The transfer function 
is another important area, with the relevant components of a global 
stablecoin arrangement potentially falling under the Eurosystem's 
payment system oversight regime or the oversight framework for 
payment schemes or instruments as part of the ECB's mandate to foster 
the smooth operation of payment systems 117. 
 

The ECB also listed recommendations for regulation of 
stablecoin arrangements: Regulators could legislate provisions on the 
various services and institutions involved in the stablecoin operations. 
These are:  

 
“ a) members of the governance body of stablecoin arrangement 
who share the responsibility of managing its assets 
b)  custodians of collateral assets;  
c)  asset managers;  
d)  prime brokers.  
e) banks could act as market makers on exchanges, or exchanges 
per se, thereby helping to stabilise the price of the stablecoin. 
They could also support a stablecoin arrangement’s stabilisation 
function indirectly by: 

(i) receiving deposits from the stablecoin arrangement, 
likely to interest-bearing accounts or 
securities/investments;  
(ii) selling assets (e.g. short-term government securities) 
to the stablecoin arrangement;  
(iii) providing FX conversion services;   

 
116 European Central Bank, supra note 36 at 27 
117 Adachi, M., Cominetta, M., Kauffman, C., van der Kraaij, A., supra note 35 at 2 
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(iv) offering hedging services, e.g. via derivatives, or 
market access to such services with other third parties. “  

 
Lastly, regulators could assist in the facilitation of the stablecoin 

arrangement’s interaction with users, such as provide for the 
custodian wallets and payment services in stablecoins.  

 
 

Liberty in Innovation and the Code as Law  
 

Heavily borrowing from the words and views of C.J. 
Panganiban, he stated that “the best way to conquer poverty, to create 
wealth and to share prosperity is to unleash the entrepreneurial genius 
of people by granting them the freedom and the tools to help 
themselves and society118.” 

 
Financial innovation can increase the efficiency of financial 

services while also providing access to people all over the world. 
Traditional financial service providers have failed to build faster and 
cheaper payment systems that can function across borders, despite the 
fact that payment services have changed dramatically in recent years 
due to new technology, and variations in customer demand 119.  
 

The word "financial innovation" is primarily an artistic term. 
However, based on historical and political analyses, a reasonable 
definition of financial innovation would include human knowledge 
breakthroughs and other creative innovations that result in the 
production of new financial products that improve capital 
allocation120. 
 

 
118 Artemio V. Panganiban, Icons of Entrepreneurship and Nation Building, The 
Personal Website of Retired Chief Justice Artemio V. Panganiban (April 19, 2016, 
3:46 AM), https://cjpanganiban.com/2016/04/19/icons-of-entrepreneurship-
and-nation-building/ 
119 Adachi, M., Cominetta, M., Kauffman, C., van der Kraaij, A., supra note 35 at 1 
120 Avgouleas, E., Regulating Financial Innovation, The Oxford Handbook of 
Financial Innovation (2015) 
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Stablecoins could simplify and allow novel types of exchange in 
the digital economy, as well as improve capital allocation. The 
financial transfer is automated based on specific objective 
circumstances that trigger payment. The stablecoin would link the 
digital payment to fiat cash and accounts. Wholesale payments and 
settlement, trade finance, and capital market transactions might all 
benefit from decentralized transactions. Payment integration could 
minimize risk, notably payment and settlement hazards, while also 
increasing efficiency in such transactions121.  

 
While stablecoins are still in their infancy and their future 

trajectory and adoption are uncertain, traditional legislators are taking 
notice but are mostly keeping their powder dry. For the time being, 
they have refrained from using their sovereign authority, resulting in 
an 'uneasy coexistence' between tradition and modernity 122 . 
Conversely, stablecoin project teams, on the other hand, are more 
likely to be suspicious of traditional law, given their desire to foster 
and enable novel forms of social co-operation without the procedural 
burdens, delays, and costs typically associated with traditional legal 
mechanisms, resulting in a 'mutual suspicion' attitude between the 
two systems – the Code as Law and the Code of Law. 
 

The nature and speed of complexity and innovation have 
combined to create considerable gaps in knowledge and competence 
between public regulators and private (regulated) players, 
exacerbating the agency cost issues that plague global financial 
markets. Simultaneously, the fast rate of innovation has left financial 
regulators decades behind the times 123. The debate and covering of 
concepts, technical words, and the connection between innovation and 
institutional structures for regulation and governance are placed at a 
level that allow meaningful engagement with public issues while also 

 
121 Arner D., Auer R., Frost J, supra note 38 at 101 
122 Yeung, K., supra note 42 at 230 
123 Awrey, D., Regulating Financial Innovation: A More Principles-Based Proposal, 
Brooklyn Journal of Corporate, Financial and Commercial Law (2011) 
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pivoting for a clear explanation of how the technology works and what 
it means for society and businesses124. 
 

In a study by Finck, it was analyzed how the relationship 
between blockchains and the European Union's General Data 
Protection Regulation (GDPR) builds on the theme of automating law 
and developing a new vision of data sovereignty125, stating that "[i]n 
the future, however, they could be compatible on a meta-level, if 
properly designed, blockchains could pursue the GDPR's underlying 
goal of giving a data subject more control over data." 
 

Financial innovation, however, is in theory, welfare-neutral. In 
the last 20 years, a significant number of advances have looked to be 
completely separated from capital allocation and risk management. 
Even the ostensibly impartial use of technology has become a major 
source of market volatility and, in some cases, market abuse.  

 
Therefore, the challenge of regulators would be to guarantee that 

stablecoin arrangements do not operate in a regulatory vacuum to gain 
potential advantage, without jeopardizing financial stability126. 
 

The desiderata in the dawn of the new age of securities is the 
sweet marriage of the twin beacons of liberty and prosperity by 
balancing the interplay of liberty in innovation (Code as Law) and 
prosperity through regulation (Code of Law).  
 
 
 
 
 
 
 
  

 
124 Finck, M., Blockchain regulation and Governance in Europe, International Journal 
of Law and Information Technology (2019) 
125 Ibid at 2 
126 Adachi, M., Cominetta, M., Kauffman, C., van der Kraaij, A., supra note 35 at 9 
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