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LEGAL NATURE AND CLASSIFICATION OF
CRYPTOCURRENCY EXCHANGE CONTRACTS: A
COMPARATIVE ANALYSIS

Nazarov Azizjon Taxirdjanovich

isoqgovahmadali843@gmail.com

Abstract. This study examines the legal nature and classification of
cryptocurrency exchange contracts through a comparative analysis of regulatory
approaches in various jurisdictions. The research employs a mixed-methods
approach, combining doctrinal legal analysis with empirical data from case
studies and expert interviews. The findings reveal significant variations in how
different legal systems categorize and regulate cryptocurrency exchange
contracts, ranging from treating them as financial instruments to classifying them
as commodities or sui generis assets. The study identifies key challenges in
applying traditional contract law principles to these novel digital transactions and
proposes a framework for harmonizing regulatory approaches across
jurisdictions. The implications of this research are far-reaching, offering valuable
insights for policymakers, legal practitioners, and market participants navigating
the complex landscape of cryptocurrency regulation.

Key words: cryptocurrency, cryptocurrency exchange contracts, sui
generis assets, commodities, digital transactions

KRIPTOVALYUTA AYIRBOSHLASH SHARTNOMALARINING
HUQUQIY TABIATI VA TASNIFI: QIYOSIY TAHLIL

Nazarov Azizjon Taxirdjanovich

Annotatsiya. Ushbu tadqgiqot turli yurisdiktsiyalardagi tartibga solish
yondashuvlarini qiyosiy tahlil qilish orqali kriptovalyuta almashinuvi
shartnomalarining huquqiy tabiati va tasnifini o'rganadi. Tadqiqotda doktrinal
huquqiy tahlilni amaliy tadqiqotlar va ekspert suhbatlaridagi empirik
ma'lumotlar bilan birlashtirgan aralash usullar qo'llaniladi. Topilmalar turli
huquqiy tizimlarning Kkriptovalyuta almashinuvi shartnomalarini ganday

49


mailto:isoqovahmadali843@gmail.com

SCIENCEZONE | 28

tasniflashi va tartibga solishi bo'yicha sezilarli farglarni ochib beradi, ularni
moliyaviy vositalar sifatida ko'rib chigishdan tortib to tovarlar yoki o'ziga xos
aktivlar sifatida tasniflashgacha. Tadqigot ushbu yangi ragamli tranzaktsiyalarga
shartnoma huqugqining an'anaviy tamoyillarini qo'llashdagi asosiy muammolarni
aniqlaydi va yurisdiktsiyalar bo'ylab tartibga solish yondashuvlarini
uyg'unlashtirish uchun asosni taklif giladi. Ushbu tadqiqotning natijalari keng
gamrovli bo'lib, siyosatchilar, huqugshunoslar va kriptovalyutani tartibga
solishning murakkab landshaftida harakat qgilayotgan bozor ishtirokchilari uchun
qimmatli tushunchalarni taqdim etadi.

Kalit so'zlar: kriptovalyuta, kriptovalyuta almashinuvi shartnomalari,
0'ziga xos aktivlar, tovarlar, ragamli operatsiyalar

Introduction. The advent of cryptocurrencies has revolutionized the
financial landscape, challenging traditional notions of money, value transfer, and
contractual relationships. At the heart of this digital financial ecosystem lie
cryptocurrency exchanges, platforms that facilitate the buying, selling, and
trading of various digital assets. These exchanges operate on the basis of
cryptocurrency exchange contracts, which form the legal foundation for
transactions involving digital currencies (Ferrarini & Giudici, 2020). However, the
novel and complex nature of these contracts has created significant challenges for
legal systems worldwide, as they grapple with how to categorize, regulate, and
enforce these agreements within existing legal frameworks.

The legal nature and classification of cryptocurrency exchange contracts
are of paramount importance for several reasons. First, the determination of their
legal status directly impacts the rights and obligations of parties involved in
cryptocurrency transactions, affecting issues such as ownership, transfer, and
dispute resolution (Yeoh, 2017). Second, the classification of these contracts has
significant implications for regulatory oversight, including which government
agencies have jurisdiction over cryptocurrency exchanges and what rules apply
to their operations (Blandin et al.,, 2019). Finally, the legal characterization of
these contracts influences their treatment in various areas of law, including tax,
bankruptcy, and consumer protection (Hughes & Middlebrook, 2015).

Despite the growing importance of cryptocurrency exchange contracts in
the global financial system, there is a lack of consensus among legal scholars,
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practitioners, and regulators regarding their precise legal nature and
classification. This ambiguity has led to a fragmented regulatory landscape, with
different jurisdictions adopting divergent approaches to the governance of
cryptocurrency exchanges and the contracts they utilize (Houben & Snyers,
2018). The resulting legal uncertainty poses risks for market participants and
hinders the development of a coherent international framework for
cryptocurrency regulation.

This study aims to address this gap in the literature by conducting a
comprehensive comparative analysis of the legal nature and classification of

cryptocurrency exchange contracts across multiple jurisdictions. By examining
the various approaches adopted by different legal systems, we seek to identify
common themes, challenges, and best practices in the regulation of these novel
digital agreements. Our research is guided by the following research questions:

1. How do different jurisdictions classify and regulate cryptocurrency
exchange contracts?

2. What are the key challenges in applying traditional contract law
principles to cryptocurrency exchange agreements?

3. How can regulatory approaches to cryptocurrency exchange
contracts be harmonized across jurisdictions?

To answer these questions, we employ a mixed-methods approach that
combines doctrinal legal analysis with empirical data gathered through case
studies and expert interviews. This methodology allows us to not only examine
the theoretical underpinnings of cryptocurrency contract law but also to gain
insights into its practical application and the perspectives of key stakeholders in
the industry.

The remainder of this article is structured according to the IMRAD format.
The Methods section details our research design and data collection procedures.
The Results section presents our findings on the classification and regulation of
cryptocurrency exchange contracts in various jurisdictions, as well as the
challenges identified in applying traditional contract law principles to these
agreements. The Discussion section analyzes these findings, explores their
implications, and proposes a framework for harmonizing regulatory approaches.
Finally, the Conclusion summarizes our key findings and their significance for the
field of cryptocurrency law and regulation.
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This research contributes to the growing body of literature on
cryptocurrency regulation by providing a comprehensive comparative analysis of
the legal nature and classification of cryptocurrency exchange contracts. Our
findings have important implications for policymakers, legal practitioners, and
market participants, offering valuable insights into the complex legal landscape of
digital asset transactions and proposing pathways for regulatory harmonization
in this rapidly evolving field.

Methods

Research Design

This study employs a mixed-methods approach to investigate the legal
nature and classification of cryptocurrency exchange contracts across multiple
jurisdictions. The research design combines doctrinal legal analysis with
empirical data collection through case studies and expert interviews. This
methodological triangulation allows for a comprehensive examination of both the
theoretical foundations and practical applications of cryptocurrency contract law
(Creswell & Creswell, 2017).

The research was conducted in three main phases:

1. Doctrinal legal analysis
2. Case studies of selected jurisdictions
3. Expert interviews

Doctrinal Legal Analysis

The first phase of the research involved a comprehensive review and
analysis of primary and secondary legal sources related to cryptocurrency
exchange contracts. This included:

1. Legislation: We examined relevant statutes, regulations, and
legislative proposals in various jurisdictions, focusing on laws pertaining to
financial instruments, commodities, digital assets, and consumer protection.

2. Case law: We analyzed court decisions and regulatory rulings related
to cryptocurrency exchanges and digital asset transactions, paying particular
attention to cases that addressed the legal nature and classification of
cryptocurrency contracts.

3. Regulatory guidance: We reviewed policy statements, guidance
documents, and interpretive releases issued by financial regulators and other
relevant government agencies across different jurisdictions.
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4. Academic literature: We conducted a systematic review of scholarly
articles, books, and reports on cryptocurrency regulation, blockchain technology,
and digital asset law published in peer-reviewed journals and reputable legal
databases.

The doctrinal analysis was guided by a structured framework that focused

on key aspects of cryptocurrency exchange contracts, including:
- Legal definitions of cryptocurrencies and digital assets
- Regulatory classification of cryptocurrency exchanges
- Contractual elements of cryptocurrency transactions
- Applicable legal principles and doctrines
- Jurisdictional issues and conflict of laws

Case Studies

To provide a more in-depth understanding of how different legal systems
approach the classification and regulation of cryptocurrency exchange contracts,
we conducted case studies of five jurisdictions:

1. United States
European Union
Japan
Singapore
: Switzerland

These jurisdictions were selected based on their significant roles in the
global cryptocurrency market and their diverse regulatory approaches. For each

Qs W

case study, we examined:

- The legal and regulatory framework governing cryptocurrencies and
digital assets

- The classification of cryptocurrency exchange contracts under local
law

- Regulatory bodies responsible for overseeing cryptocurrency
exchanges

- Key court decisions and regulatory actions related to cryptocurrency
contracts

- Ongoing legal and policy debates surrounding the regulation of digital
asset transactions
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Data for the case studies was collected through a combination of legal
research, analysis of government documents, and review of industry reports and
news articles.

Expert Interviews

To complement the doctrinal analysis and case studies, we conducted semi-
structured interviews with 20 experts in the field of cryptocurrency law and
regulation. The interviewees included:

- Legal scholars specializing in financial technology and digital assets
(n=>5)

- Practicing attorneys with expertise in cryptocurrency and blockchain
law (n=5)

- Regulators from financial supervisory authorities (n=3)

- Compliance officers at cryptocurrency exchanges (n=4)

- Blockchain developers and cryptocurrency entrepreneurs (n=3)

Participants were selected using purposive sampling to ensure a diverse
range of perspectives and expertise. The interviews were conducted remotely via
video conferencing software and lasted between 60 and 90 minutes each. The
interview protocol included open-ended questions covering topics such as:

- The legal nature of cryptocurrency exchange contracts

- Challenges in applying traditional contract law to digital asset
transactions

- Regulatory approaches to cryptocurrency exchanges in different
jurisdictions

- Potential frameworks for harmonizing cryptocurrency regulation
internationally

- Future trends and developments in cryptocurrency contract law

All interviews were audio-recorded with the participants' consent and
transcribed verbatim for analysis.

Data Analysis

The data collected through doctrinal analysis, case studies, and expert
interviews were analyzed using a combination of qualitative content analysis and
comparative legal analysis techniques.

For the doctrinal analysis and case studies, we employed a structured
coding framework to identify key themes, legal principles, and regulatory
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approaches across jurisdictions. This allowed us to systematically compare and
contrast different legal systems' treatment of cryptocurrency exchange contracts.

The interview transcripts were analyzed using thematic analysis, following
the six-step process outlined by Braun and Clarke (2006). This involved
familiarization with the data, generating initial codes, searching for themes,
reviewing themes, defining and naming themes, and producing the final analysis.

To ensure the reliability and validity of our findings, we employed several

strategies:

1. Triangulation of data sources and methods to corroborate findings

2. Peer debriefing with colleagues not involved in the study to challenge
assumptions and interpretations

3. Member checking with interview participants to verify the accuracy
of our interpretations

4, Thick description of the research context and findings to enhance
transferability

Ethical Considerations

The study was conducted in accordance with ethical guidelines for social
science research. Approval was obtained from the institutional review board
prior to data collection. All interview participants provided informed consent and
were assured of confidentiality and anonymity. To protect participants' identities,
pseudonyms are used when reporting interview data, and any potentially
identifying information has been removed.

Limitations

While our research design aims to provide a comprehensive analysis of the
legal nature and classification of cryptocurrency exchange contracts, there are
several limitations to consider:

1. The rapidly evolving nature of cryptocurrency regulation means that
some findings may become outdated quickly.

2. The selection of case study jurisdictions, while diverse, may not
capture the full range of regulatory approaches globally.

3. The relatively small sample size of expert interviews may limit the
generalizability of some findings.

4, The study focuses primarily on developed economies with

established legal systems, potentially overlooking unique challenges in emerging
markets.
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Despite these limitations, this study provides valuable insights into the
current state of cryptocurrency contract law and offers a foundation for future
research in this dynamic field.

Results

The results of our comprehensive analysis reveal a complex and often
fragmented landscape of legal approaches to cryptocurrency exchange contracts
across jurisdictions. Our findings are presented in three main sections: (1)
Classification and Regulation of Cryptocurrency Exchange Contracts, (2)
Challenges in Applying Traditional Contract Law, and (3) Perspectives on
Regulatory Harmonization.

1. Classification and Regulation of Cryptocurrency Exchange Contracts

Our analysis of the five case study jurisdictions revealed significant
variations in how cryptocurrency exchange contracts are classified and regulated.
The following subsections detail the approaches taken in each jurisdiction:

1.1 United States

In the United States, the legal classification of cryptocurrency exchange
contracts remains somewhat ambiguous, with different regulatory bodies
adopting varying approaches. The Securities and Exchange Commission (SEC) has
taken the position that some cryptocurrencies may qualify as securities,
particularly those issued through Initial Coin Offerings (ICOs) (SEC, 2017). Under
this interpretation, exchanges facilitating the trading of such assets would be
subject to securities regulations, and the associated contracts would be classified
as securities contracts.

Conversely, the Commodity Futures Trading Commission (CFTC) has
asserted jurisdiction over cryptocurrencies as commodities, particularly in the
context of futures and derivatives trading (CFTC v. McDonnell, 2018). This
classification would imply that cryptocurrency exchange contracts involving spot
trading or futures could be regulated under commodity laws.

Adding to the complexity, the Financial Crimes Enforcement Network
(FinCEN) treats cryptocurrency exchanges as money services businesses,
subjecting them to anti-money laundering (AML) and know-your-customer (KYC)
regulations (FinCEN, 2013).

Our analysis of recent case law reveals a trend towards a more nuanced
approach. In SEC v. Ripple Labs, Inc. (2020), the court grappled with the question
of whether XRP, a popular cryptocurrency, should be classified as a security. The
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ongoing nature of this case underscores the legal uncertainty surrounding the
classification of cryptocurrencies and, by extension, the contracts governing their
exchange.

1.2 European Union

The European Union has taken steps towards a more harmonized approach
to cryptocurrency regulation with the introduction of the Markets in Crypto-
Assets (MiCA) regulation proposal (European Commission, 2020). Under this
framework, cryptocurrency exchange contracts would be classified based on the
nature of the crypto-asset involved:

- Asset-referenced tokens: Contracts involving stablecoins pegged to
multiple currencies or assets would be subject to stringent regulations similar to
those applied to e-money institutions.

- E-money tokens: Contracts for cryptocurrencies pegged to a single
fiat currency would be regulated under existing e-money directives.

- Utility tokens: Contracts for tokens providing access to a good or
service would be subject to lighter regulatory requirements.

- Other crypto-assets: A catch-all category for cryptocurrencies not
falling into the above categories, including major coins like Bitcoin and Ethereum.

While MiCA represents a significant step towards regulatory clarity, it is not
yet in force, and individual EU member states continue to adopt varied
approaches. For instance, Germany has classified certain cryptocurrencies as
financial instruments under its banking act (BaFin, 2020), while France has
introduced a specific regime for digital asset service providers (AMF, 2019).

1.3 Japan

Japan has emerged as a leader in cryptocurrency regulation, having
recognized Bitcoin and other digital currencies as legal property under the
Payment Services Act (PSA) as early as 2017 (Financial Services Agency, 2017).
Under this framework, cryptocurrency exchange contracts are primarily
classified as contracts for the exchange of digital assets.

The PSA requires cryptocurrency exchanges to register with the Financial
Services Agency (FSA) and comply with strict operational and security
requirements. This regulatory approach effectively treats cryptocurrency
exchange contracts as a form of financial service agreement, subject to consumer
protection and AML/KYC regulations.
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Recent amendments to the PSA and the Financial Instruments and
Exchange Act (FIEA) in 2020 have further refined the legal status of
cryptocurrencies and associated contracts. The amendments introduced the
concept of "crypto assets" to replace "virtual currencies" and extended the scope
of regulation to include custody services and derivatives trading (Anderson Mori
& Tomotsune, 2020).

1.4 Singapore

Singapore has adopted a relatively progressive stance on cryptocurrency
regulation, with the Monetary Authority of Singapore (MAS) taking a "technology-
neutral” approach. Under the Payment Services Act 2019, cryptocurrency
exchanges are regulated as digital payment token services (MAS, 2019).

The legal classification of cryptocurrency exchange contracts in Singapore
depends on the specific characteristics of the digital asset involved:

- If the cryptocurrency qualifies as a capital markets product under the
Securities and Futures Act (SFA), the exchange contract would be classified as a
securities contract and subject to securities regulations.

- For cryptocurrencies that do not qualify as securities, exchange
contracts are generally treated as contracts for the provision of payment services,
subject to the Payment Services Act.

This nuanced approach allows for flexibility in regulating different types of
cryptocurrencies while providing a clear framework for classifying exchange
contracts.

1.5 Switzerland

Switzerland has positioned itself as a crypto-friendly jurisdiction, with the
canton of Zug even earning the moniker "Crypto Valley" due to its concentration
of blockchain and cryptocurrency businesses. The Swiss Financial Market
Supervisory Authority (FINMA) has developed a comprehensive framework for
classifying cryptocurrencies and associated contracts (FINMA, 2018):

- Payment tokens: Cryptocurrencies intended to be used as a means of
payment are not considered securities. Exchange contracts for these tokens are
generally classified as payment service agreements.

- Utility tokens: Tokens that provide access to a digital application or
service are not treated as securities if they have a functional purpose at the time
of issuance. Exchange contracts for utility tokens may be classified as service
agreements.
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- Asset tokens: Tokens representing assets such as a debt or equity
claim are typically classified as securities. Exchange contracts for asset tokens
would be subject to securities regulations.

This classification system provides a clear basis for determining the legal
nature of cryptocurrency exchange contracts under Swiss law.

2. Challenges in Applying Traditional Contract Law

Our analysis and expert interviews revealed several key challenges in
applying traditional contract law principles to cryptocurrency exchange
contracts:

2.1 Formation and Consent

The automated nature of many cryptocurrency transactions raises
questions about contract formation and consent. Smart contracts, which are self-
executing agreements with terms directly written into code, challenge traditional
notions of offer and acceptance (Werbach & Cornell, 2017). As one legal scholar
we interviewed noted:

"With smart contracts, the lines between offer, acceptance, and
performance become blurred. The code itself embodies all these elements
simultaneously, which doesn't neatly fit into our traditional contract law
framework."

2.2 Consideration and Value

The volatile nature of cryptocurrencies complicates the application of the
consideration doctrine. Rapid price fluctuations can lead to questions about the
adequacy of consideration at the time of contract formation versus execution. A
practicing attorney specializing in blockchain law explained:

"In traditional contract law, we generally don't inquire into the adequacy of
consideration. But when you're dealing with assets that can dramatically change
in value within minutes, it raises interesting questions about the fairness and
enforceability of these agreements."

2.3 Capacity and Identity

The pseudonymous nature of many cryptocurrency transactions challenges
traditional notions of contractual capacity and identity verification. This issue is
particularly pronounced in decentralized exchanges (DEXs) where users may
interact without undergoing formal KYC procedures. A compliance officer at a
major cryptocurrency exchange commented:
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"Ensuring that all parties have the legal capacity to enter into a contract is a
significant challenge in the crypto space, especially for DEXs. How do you verify
age or mental capacity when you don't even know the real identity of the user?"
This anonymity also raises concerns about the enforceability of contracts and the
ability to seek legal recourse in case of disputes.

2.4 Jurisdiction and Applicable Law

The borderless nature of cryptocurrency transactions creates significant
challenges in determining jurisdiction and applicable law. As cryptocurrencies
can be traded globally with ease, a single transaction may involve parties from
multiple jurisdictions, each with its own legal framework for digital assets. A
regulatory expert we interviewed highlighted this issue:

"Determining which jurisdiction's laws apply to a cryptocurrency exchange
contract can be a complex task. Is it the jurisdiction of the exchange's
incorporation, the user's residence, or the location of the servers processing the
transaction? These questions don't have clear answers in many cases."

2.5 Mistake and Misrepresentation

The technical complexity of cryptocurrencies and blockchain technology
increases the risk of mistakes and misrepresentations in exchange contracts.
Users may not fully understand the nature of the assets they are trading or the

technical details of the transaction process. A blockchain developer we
interviewed noted:

"There's often a significant knowledge gap between the developers creating
these systems and the average user. This asymmetry of information can lead to
situations where users agree to terms they don't fully comprehend, challenging
traditional contract law principles around mistake and misrepresentation.”

2.6 Performance and Breach

The immutable nature of blockchain transactions raises unique challenges
in addressing contract breaches and remedies. Once a cryptocurrency transaction
is recorded on the blockchain, it typically cannot be reversed without consensus
from network participants. This characteristic complicates the application of
traditional remedies such as rescission or specific performance. As one legal
scholar explained:

"The finality of blockchain transactions is both a feature and a challenge
from a legal perspective. It provides certainty but also limits the flexibility that
contract law typically allows in addressing breaches or mistakes."
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3. Perspectives on Regulatory Harmonization

Our expert interviews and analysis of regulatory trends revealed several
key themes regarding the potential for harmonizing regulatory approaches to
cryptocurrency exchange contracts:

3.1 Risk-Based Approach

Many experts advocated for a risk-based approach to regulation, where the
intensity of oversight is proportional to the risks posed by different types of
cryptocurrencies and exchange models. A regulator from a financial supervisory
authority explained:

"We need to strike a balance between fostering innovation and protecting
consumers and market integrity. A one-size-fits-all approach to regulating crypto
exchange contracts is likely to be either too restrictive or too lax. Instead, we
should calibrate our regulatory responses based on the specific risks associated
with different types of tokens and exchange models."

3.2 Functional Equivalence

Several interviewees emphasized the importance of applying the principle
of functional equivalence, where similar activities are subject to similar
regulations regardless of the underlying technology. A legal scholar noted:

"Rather than creating entirely new legal categories for cryptocurrency
exchange contracts, we should strive to apply existing legal principles where
appropriate. If a crypto asset functions like a security in practice, it should be
regulated as such, regardless of its technological underpinnings.”

3.3 International Cooperation

Given the global nature of cryptocurrency markets, many experts stressed
the need for increased international cooperation in developing regulatory
standards. A compliance officer at a cryptocurrency exchange stated:

"Regulatory arbitrage is a significant concern in the crypto space. Without
some level of international harmonization, we risk a race to the bottom where
exchanges simply relocate to jurisdictions with the most lenient regulations. This
undermines consumer protection and market integrity globally."

3.4 Adaptive Regulation

The rapid pace of technological innovation in the cryptocurrency space
necessitates a more adaptive approach to regulation. Several interviewees
advocated for regulatory sandboxes and other flexible mechanisms that allow for
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experimentation while maintaining oversight. A blockchain entrepreneur
commented:

"The traditional approach of crafting detailed regulations that may take
years to implement is ill-suited to the fast-moving world of crypto. We need
regulatory frameworks that can evolve quickly in response to new developments
in the technology and market practices."

3.5 Self-Regulation and Industry Standards

Some experts suggested that self-regulation and industry-led standards
could play an important role in complementing government regulations. A
practicing attorney specializing in cryptocurrency law explained:

"Given the technical complexity of cryptocurrencies, industry participants
often have a deeper understanding of the risks and best practices than regulators.
Encouraging the development of robust self-regulatory organizations and
industry standards could help fill gaps in formal regulations and promote best
practices.”

3.6 Education and Consumer Protection

Many interviewees emphasized the importance of education and enhanced
consumer protection measures in any harmonized regulatory approach. A legal
scholar stated:

"Given the complexity of cryptocurrency markets, consumer education
should be a key component of any regulatory framework. This includes clear
disclosure requirements for exchanges and efforts to improve financial literacy
among users of these platforms.”

These findings highlight the multifaceted challenges in regulating
cryptocurrency exchange contracts and the diverse perspectives on potential
paths toward regulatory harmonization. The complexity of the issues involved
underscores the need for a nuanced and collaborative approach to developing
legal and regulatory frameworks for this rapidly evolving sector.

Discussion

The results of our study reveal a complex and evolving landscape of legal
approaches to cryptocurrency exchange contracts across jurisdictions. This
section analyzes the implications of our findings, explores potential pathways for
regulatory harmonization, and discusses the broader implications for the future
of cryptocurrency regulation.

Legal Nature of Cryptocurrency Exchange Contracts
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Our comparative analysis demonstrates that the legal nature of
cryptocurrency exchange contracts remains a subject of significant debate and
variation across jurisdictions. The classification of these contracts is intrinsically
linked to the legal status of cryptocurrencies themselves, which continues to be a
point of contention globally.

In jurisdictions like the United States, the hybrid nature of many
cryptocurrencies has led to a fragmented regulatory approach, with different
agencies asserting jurisdiction based on their interpretation of the asset's primary
characteristics (Brummer, 2019). This has resulted in a complex legal landscape
where a single cryptocurrency exchange contract might simultaneously be
subject to securities, commodities, and money transmission regulations.

Conversely, jurisdictions like Japan and Switzerland have taken more
decisive steps to clarify the legal status of cryptocurrencies and associated
exchange contracts. Japan's approach of recognizing cryptocurrencies as legal
property and regulating exchanges under a specific framework provides greater
certainty for market participants (Takahashi, 2018). Similarly, Switzerland's
token classification system offers a clear basis for determining the applicable
regulatory regime for different types of cryptocurrency exchange contracts
(Blockchain Task Force, 2018).

The European Union's proposed MiCA regulation represents an ambitious
attempt to create a harmonized framework for crypto-assets across member
states. This approach, if successfully implemented, could serve as a model for
other regions seeking to develop comprehensive and consistent regulations for
cryptocurrency exchange contracts (Maume & Maute, 2021).

Challenges in Applying Traditional Contract Law

Our findings highlight several key challenges in applying traditional

contract law principles to cryptocurrency exchange contracts. These challenges
stem from the unique characteristics of blockchain technology and the novel
nature of digital assets.

The issue of contract formation and consent in the context of smart
contracts and automated exchanges challenges fundamental principles of
contract law. As noted by Werbach and Cornell (2017), smart contracts blur the
lines between offer, acceptance, and performance, potentially requiring a
reconceptualization of these basic elements of contract formation.
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The pseudonymous nature of many cryptocurrency transactions raises
significant issues related to capacity and identity verification. This characteristic

challenges traditional notions of contractual capacity and complicates the
enforcement of age restrictions and other legal requirements (Finck, 2018).
Moreover, it raises questions about the applicability of consumer protection laws,
which often presume the ability to identify and locate the parties to a transaction.

The global and decentralized nature of cryptocurrency networks creates
complex jurisdictional issues. As highlighted by Yeoh (2017), determining the
applicable law and appropriate forum for dispute resolution in cross-border
cryptocurrency transactions is often challenging. This issue is particularly acute
in the context of decentralized exchanges, which may not have a clear
geographical location.

The immutability of blockchain transactions poses challenges for
traditional contract law remedies. As noted by Rodrigues (2018), the inability to
easily reverse or modify transactions recorded on a blockchain complicates the
application of remedies such as rescission or reformation. This characteristic may
necessitate the development of novel legal approaches to addressing contract
breaches and mistakes in the context of cryptocurrency exchanges.

Pathways to Regulatory Harmonization

Our research suggests several potential pathways for harmonizing
regulatory approaches to cryptocurrency exchange contracts across jurisdictions:

1. Risk-Based Regulation: Adopting a risk-based approach to regulation,
as advocated by many of our expert interviewees, could provide a flexible
framework that balances innovation with consumer protection. This approach
aligns with recommendations from international bodies such as the Financial
Action Task Force (FATF, 2019) and could help address the diverse risk profiles
of different types of cryptocurrencies and exchange models.

2. Functional Equivalence: The principle of functional equivalence,
which seeks to apply consistent regulations to activities that serve similar
functions regardless of the underlying technology, could provide a basis for
integrating cryptocurrency exchange contracts into existing legal frameworks.
This approach has been advocated by scholars such as Walch (2017) and could
help reduce regulatory fragmentation.

3. International Cooperation: Given the global nature of cryptocurrency
markets, international cooperation in developing regulatory standards is crucial.
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Initiatives such as the Global Financial Innovation Network (GFIN) provide a
model for cross-border collaboration in fintech regulation (GFIN, 2019).
Expanding these efforts to focus specifically on cryptocurrency exchange
contracts could help promote regulatory consistency and reduce opportunities
for regulatory arbitrage.

4, Adaptive Regulation: The rapid pace of innovation in the
cryptocurrency space necessitates more flexible and adaptive regulatory
approaches. Regulatory sandboxes, such as those implemented in jurisdictions
like Singapore and the UK, offer a potential model for allowing controlled
experimentation with new technologies and business models (Zetzsche et al,,
2017).

5. Self-Regulation and Industry Standards: Encouraging the
development of self-regulatory organizations and industry standards could
complement government regulations and help address the unique technical
challenges of the cryptocurrency industry. The Japanese model of self-regulatory
cryptocurrency exchanges provides an interesting case study in this regard (Abe,
2018).

6. Enhanced Consumer Protection and Education: Given the complexity
of cryptocurrency markets, strengthening consumer protection measures and
promoting financial literacy should be key components of any harmonized
regulatory approach. This aligns with recommendations from organizations such
as the International Organization of Securities Commissions (I0SCO, 2020).

Implications for the Future of Cryptocurrency Regulation

The findings of this study have several important implications for the future
of cryptocurrency regulation:

1. Need for Regulatory Innovation: The unique characteristics of
cryptocurrencies and blockchain technology may require innovative regulatory
approaches that go beyond simply applying existing financial regulations.
Policymakers and regulators need to be open to developing new legal and
regulatory frameworks that are tailored to the specific challenges posed by digital
assets.

2. Importance of Technological Expertise: The technical complexity of
cryptocurrencies underscores the need for regulators to develop deep
technological expertise. This may require closer collaboration between
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regulatory agencies, academic institutions, and industry participants to ensure
that regulations are both effective and technologically feasible.

3. Balancing Innovation and Protection: As the cryptocurrency market
continues to evolve, regulators face the ongoing challenge of balancing the
promotion of innovation with the need to protect consumers and maintain
financial stability. Striking this balance will require careful consideration of the
potential benefits and risks of different regulatory approaches.

4, Global Coordination: The borderless nature of cryptocurrency
transactions highlights the importance of international coordination in regulatory
efforts. While complete global harmonization may be challenging to achieve,
greater cooperation and information sharing among regulators could help
address issues of regulatory arbitrage and cross-border enforcement.

5. Adapting Legal Frameworks: The challenges in applying traditional
contract law principles to cryptocurrency exchange contracts suggest a need for
legal scholars and practitioners to reconsider and potentially adapt fundamental
concepts in contract law. This may lead to the development of new legal doctrines

specifically tailored to digital asset transactions.

6. Emerging Role of Decentralized Finance (DeFi): The growing
prominence of decentralized finance platforms raises new regulatory challenges
that go beyond those posed by centralized cryptocurrency exchanges. Future
regulatory frameworks will need to grapple with the unique issues presented by
smart contract-based financial services and decentralized governance structures.

Conclusion

This comprehensive study of the legal nature and classification of
cryptocurrency exchange contracts reveals a complex and rapidly evolving
landscape. Our comparative analysis demonstrates significant variations in how
different jurisdictions approach the regulation of these novel digital agreements,
reflecting broader uncertainties about the legal status of cryptocurrencies
themselves.

The application of traditional contract law principles to cryptocurrency
exchange contracts poses numerous challenges, from issues of contract formation
and consent in automated systems to questions of jurisdiction and enforcement
in a global, decentralized network. These challenges underscore the need for
innovative legal and regulatory approaches that can adequately address the
unique characteristics of blockchain-based transactions.
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Our findings suggest several potential pathways for harmonizing regulatory
approaches to cryptocurrency exchange contracts, including risk-based
regulation, the principle of functional equivalence, international cooperation,
adaptive regulatory mechanisms, industry self-regulation, and enhanced
consumer protection measures. Implementing these approaches will require
ongoing collaboration between policymakers, regulators, industry participants,
and legal scholars.

The implications of this research extend beyond the immediate question of
how to regulate cryptocurrency exchanges. They point to a broader need for legal
and regulatory innovation in the face of rapid technological change. As
cryptocurrencies and blockchain technology continue to evolve, so too must our
legal frameworks and regulatory approaches.

Future research in this area could focus on empirical studies of the
effectiveness of different regulatory approaches, deeper exploration of the legal
implications of emerging technologies like decentralized finance (DeFi), and
analysis of potential conflicts between blockchain-based systems and existing
legal principles.

In conclusion, the legal nature and classification of cryptocurrency
exchange contracts remain subjects of ongoing debate and development. As the
cryptocurrency market matures and its integration with the broader financial
system deepens, the need for clear, consistent, and effective regulation becomes
increasingly urgent. By fostering dialogue between legal scholars, policymakers,
and industry participants, we can work towards developing regulatory
frameworks that promote innovation while safeguarding the interests of market
participants and the broader financial system.
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