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Executive Summary
Nigeria stands at a critical juncture in its cryptocurrency regulatory journey. With over $59 billion in cryptocurrency
transactions recorded between July 2023 and June 2024, Nigeria has emerged as the second-largest cryptocurrency
adoption market globally, demonstrating both the immense potential and significant challenges facing policymakers.
This comprehensive report provides a strategic blueprint for developing a robust, innovation-friendly regulatory
framework that balances financial stability, consumer protection, and economic growth objectives.

The Nigerian cryptocurrency ecosystem has experienced remarkable transformation since the Central Bank of
Nigeria (CBN) reversed its February 2021 prohibition in December 2023. Currently, 33.4% of Nigerians own or use
cryptocurrencies, with projections indicating 28.69 million users by 2026. The digital economy contributed N7.37
trillion (14.4%) to Nigeria's total GDP of N51.20 trillion in Q2 2025, surpassing the oil sector's contribution. This
rapid growth underscores the urgent need for comprehensive regulatory clarity that can harness cryptocurrency's
potential while mitigating associated risks.

Nigeria's current regulatory landscape reveals significant progress alongside persistent challenges. The Securities
and Exchange Commission (SEC) has established a comprehensive framework for digital assets, launching the
Accelerated Regulatory Incubation Program (ARIP) in June 2024 and granting Approval-in-Principle to two digital
asset exchanges by August 2024. However, jurisdictional conflicts between the CBN and SEC, limited consumer
protection mechanisms, and enforcement challenges continue to create regulatory uncertainty. The Economic and
Financial Crimes Commission (EFCC) has demonstrated aggressive enforcement, arresting 792 individuals in
December 2024 for crypto-romance scams and filing a $79.5 billion lawsuit against Binance in February 2025,
highlighting both the scale of illicit activity and the government's commitment to combating fraud.

Key Strategic Imperatives

Regulatory Harmonization: Establish clear jurisdictional boundaries between CBN, SEC, and EFCC to
eliminate policy conflicts

Consumer Protection: Implement comprehensive safeguards including investor education, dispute
resolution mechanisms, and mandatory insurance requirements
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Tax Revenue Optimization: Develop clear taxation frameworks to capture revenue from the projected
$2.4 billion cryptocurrency market by 2025

Financial Inclusion: Leverage cryptocurrency to reach the 36% unbanked population (38 million adults)
while maintaining monetary stability

International Compliance: Build on Nigeria's October 2025 removal from the FATF grey list by
strengthening AML/CFT frameworks

Global benchmarking reveals diverse regulatory approaches across emerging markets. The UAE's comprehensive
licensing framework under VARA, Singapore's stringent Digital Token Service Provider (DTSP) requirements,
Brazil's Brazilian Virtual Assets Law (BVAL), India's 30% flat tax on crypto profits with 1% TDS, and South
Africa's classification of crypto assets as financial products under the FAIS Act provide valuable lessons for Nigeria.
Each jurisdiction demonstrates that balanced regulation can foster innovation while protecting consumers and
maintaining financial stability.

This report recommends a phased implementation approach spanning 36 months, beginning with immediate actions
to harmonize regulatory frameworks and establish clear licensing requirements, followed by medium-term
initiatives to develop consumer protection mechanisms and taxation policies, and culminating in long-term strategic
goals including CBDC integration and positioning Nigeria as a regional cryptocurrency innovation hub. The
economic opportunity is substantial: with proper regulation, Nigeria's cryptocurrency sector could generate
significant tax revenues, attract foreign investment, create employment opportunities, and enhance financial
inclusion for millions of unbanked citizens.

Nigeria's Cryptocurrency Ecosystem Analysis

Current Adoption Metrics and Market Size

Nigeria's cryptocurrency market has demonstrated extraordinary growth trajectory, establishing the country as a
global leader in cryptocurrency adoption. Between July 2023 and June 2024, Nigeria processed approximately $59
billion in cryptocurrency transactions, ranking second globally in crypto adoption according to Chainalysis data.
This represents a significant increase from $44.3 billion in 2023 to $55.4 billion in 2024, demonstrating a 25% year-
over-year growth rate. The market's expansion reflects both increasing retail participation and growing institutional
interest, driven by macroeconomic factors including naira depreciation, inflation concerns, and limited access to
traditional foreign exchange markets.

User penetration metrics reveal the depth of cryptocurrency integration into Nigeria's financial ecosystem.
Currently, 33.4% of Nigerians own or use cryptocurrencies, representing one of the highest adoption rates globally.
Projections indicate the user base will reach 25.86 million users by 2025 (11.9% penetration) and 28.69 million
users by 2026, with the market generating $2.4 billion in revenue in 2025 and $2.5 billion in 2026, representing a
compound annual growth rate (CAGR) of 3.46%. The average revenue per user is projected at $87.4 in 2025,
indicating substantial economic value creation. The Securities and Exchange Commission projects the
cryptocurrency market will reach $52.5 million by 2028, though this figure appears conservative compared to
current transaction volumes and may reflect only the regulated segment of the market.



The demographic profile of Nigerian cryptocurrency users reveals a young, educated, and economically motivated
population. Approximately 87% of crypto users are aged 18-34, representing the country's tech-savvy millennial and
Gen Z cohorts who are comfortable with digital financial services. Educational attainment is notably high, with
44.3% holding Bachelor's degrees, 37.8% holding Master's degrees, and 4.7% holding PhDs, suggesting
cryptocurrency adoption is concentrated among educated professionals seeking alternative investment opportunities
and inflation hedges. Income distribution shows that 85% of retail investors earn below ₦250,000 monthly
(approximately $300), indicating cryptocurrency serves as an accessible investment vehicle for middle and lower-
middle-class Nigerians who may lack access to traditional investment products. Geographic distribution is
predominantly urban, with Lagos accounting for 27.8% of cryptocurrency interest, followed by other major cities
including Abuja, Port Harcourt, and Kano.

Key Players and Market Structure

The Nigerian cryptocurrency exchange landscape is dominated by international platforms, with Binance controlling
approximately 80% of overall market share, though this declined to 35.39% in Q2 2025 following regulatory
challenges and the government's $79.5 billion lawsuit filed in February 2025. Local exchanges including Quidax,
Busha, Luno, and Yellow Card collectively hold less than 10% market share, reflecting the competitive advantages
of international platforms in terms of liquidity, trading pairs, and technological infrastructure. The dominance of
international exchanges presents both opportunities and challenges for regulators: while these platforms provide
access to global liquidity and advanced trading features, they also complicate regulatory oversight, tax collection,
and consumer protection enforcement.

Peer-to-peer (P2P) trading represents a significant and growing segment of Nigeria's cryptocurrency market, with
Nigeria leading globally in P2P trading volume. P2P platforms enable direct transactions between buyers and
sellers, often facilitated through messaging applications including WhatsApp, Telegram, and dedicated P2P
marketplaces. This trading method gained prominence during the February 2021 to December 2023 period when the
CBN prohibited banks from servicing cryptocurrency exchanges, forcing users to adopt alternative transaction
methods. Even after the lifting of banking restrictions, P2P trading remains popular due to competitive exchange
rates, privacy considerations, and the ability to transact in local currency without intermediaries. However, P2P
trading presents regulatory challenges including difficulty in monitoring transactions, increased money laundering
risks, and limited consumer protection mechanisms.

Exchange/Platform Type Market Share Key Features

Binance
International
CEX

35.39% (Q2
2025)

Largest global exchange, facing regulatory
challenges

Quidax Local CEX <5% Nigerian-based, naira trading pairs

Busha Local CEX <5% SEC-licensed, regulatory compliance focus

P2P Platforms Decentralized Significant WhatsApp, Telegram-based trading

Other International
International
CEX

~50% Coinbase, KuCoin, OKX, others



Nigeria's fintech sector plays a crucial role in the cryptocurrency ecosystem, providing payment infrastructure and
financial services that facilitate crypto adoption. Major fintech players include Moniepoint (unicorn status with
$120M+ funding, 10 million+ users, 1 billion+ monthly transactions, and $100 billion+ in payments processed in
2024), Paystack (acquired by Stripe, providing payment gateway services), PalmPay (35 million users), Kuda (300
million transactions worth ₦14.3 trillion in Q1 2025), and Paga (₦23 trillion processed since inception, ₦8.7 trillion
in 2024). However, these fintech companies face regulatory restrictions on cryptocurrency integration. In April
2024, the CBN directed fintech firms including Moniepoint, Kuda, PalmPay, and others to halt onboarding new
customers due to concerns over illicit foreign exchange transactions, demonstrating the regulatory tensions between
innovation and financial stability objectives.

Cryptocurrency Preferences and Usage Patterns

Bitcoin remains the most widely held cryptocurrency among Nigerian users, with 62% ownership rate, reflecting its
status as the original cryptocurrency and store of value. Binance Coin (BNB) follows with 51% ownership, likely
driven by Binance's market dominance and the utility of BNB for reduced trading fees on the platform. Ethereum
holds 41% ownership, indicating growing interest in smart contract platforms and decentralized applications.
However, the most significant trend is the dominance of stablecoins, which account for 43% of total cryptocurrency
transaction volume in Nigeria. The USDT/Naira trading pair is the most traded on centralized exchanges, reflecting
stablecoins' role as hedges against naira volatility and inflation.

Stablecoin adoption in Nigeria serves multiple economic functions beyond simple cryptocurrency trading. First,
stablecoins provide a dollar-denominated store of value for Nigerians seeking to protect wealth from naira
depreciation, which has seen the currency decline from approximately ₦460/$1 in early 2023 to over ₦1,500/$1 by
late 2024. Second, stablecoins facilitate international remittances, enabling diaspora Nigerians to send funds home
more efficiently than traditional money transfer operators. Third, stablecoins serve as a medium of exchange for
cross-border trade, particularly for importers and exporters seeking to bypass foreign exchange restrictions and
access dollar liquidity. The Central Bank of Nigeria has recognized this trend, establishing working groups for
stablecoin adoption and authorizing the launch of cNGN, Nigeria's first locally issued stablecoin, in early 2025.

Remittance Flows and Financial Inclusion Impact

Remittance flows represent a critical component of Nigeria's cryptocurrency ecosystem and broader economy. In
2024, Nigeria received $20.98 billion in diaspora remittances, representing a 9% increase from $19.5 billion in
2023. Nigeria accounts for 35% of Sub-Saharan Africa's total remittance inflows, making it the largest recipient in
the region. International Money Transfer Operator (IMTO) inflows reached $4.73 billion in 2024, representing a
43.5% increase, though specific cryptocurrency remittance volumes are not tracked separately by official statistics.
Industry estimates suggest cryptocurrency-based remittances account for 15-25% of total inflows, representing $3-5
billion annually, driven by lower transaction costs, faster settlement times, and the ability to bypass traditional
banking infrastructure.

The financial inclusion impact of cryptocurrency adoption in Nigeria is substantial but complex. While bank
account ownership increased from 45% to 51% in 2023, with overall financial inclusion reaching 64%,
approximately 36% of adults (38 million people) remain unbanked. Cryptocurrency provides an alternative financial
access point for this population, particularly in rural areas with limited banking infrastructure. Internet penetration
reached 48.15% by April 2025, with data consumption hitting record levels of 973,445 terabytes in 2024, creating
the digital infrastructure necessary for cryptocurrency adoption. However, challenges remain: between December



2023 and December 2024, internet subscribers decreased from 163.83 million to 139.28 million due to NIN-linked
SIM deactivations, potentially limiting cryptocurrency access for some populations.

Cryptocurrency's role in financial inclusion extends beyond simple access to financial services. For unbanked and
underbanked Nigerians, cryptocurrency provides access to savings products (through stablecoins), investment
opportunities (through cryptocurrency trading), remittance services (through P2P platforms), and cross-border
payment capabilities (through decentralized networks). The average transaction size and frequency suggest
cryptocurrency serves both as a wealth preservation tool for middle-class users and as a transactional medium for
smaller-value payments. However, risks including price volatility, fraud, and technical complexity limit
cryptocurrency's effectiveness as a comprehensive financial inclusion solution, highlighting the need for
complementary regulatory frameworks that protect vulnerable users while enabling innovation.

Ecosystem Summary: Key Findings

Nigeria processed $59 billion in cryptocurrency transactions (July 2023-June 2024), ranking 2nd globally

33.4% cryptocurrency ownership rate with 28.69 million projected users by 2026

87% of users aged 18-34, 85% earning below ₦250,000 monthly, highly educated demographic

International exchanges dominate with 90%+ market share; local exchanges hold <10%

Stablecoins account for 43% of transaction volume, serving as inflation hedges

$20.98 billion in remittances (2024), with estimated $3-5 billion via cryptocurrency

36% of adults (38 million) remain unbanked, representing financial inclusion opportunity

Existing Regulatory Framework & Challenges

Central Bank of Nigeria (CBN) Policies and Directives

The Central Bank of Nigeria's regulatory approach to cryptocurrency has undergone significant evolution, reflecting
the tension between monetary policy objectives and financial innovation. On February 5, 2021, the CBN issued a
circular prohibiting banks and other financial institutions from operating accounts for cryptocurrency service
providers, citing concerns about money laundering, terrorism financing, and threats to monetary policy
effectiveness. This prohibition effectively cut off cryptocurrency exchanges from the formal banking system,
forcing users to adopt peer-to-peer trading methods and informal payment channels. The ban remained in effect for
nearly three years, during which Nigeria's cryptocurrency trading volume paradoxically increased, demonstrating
the limitations of prohibition-based regulatory approaches.

On December 22, 2023, the CBN reversed its position and issued "Guidelines on Operations of Bank Accounts for
Virtual Assets Service Providers (VASPs)," marking a fundamental shift in regulatory philosophy. These guidelines
permit banks to provide services to SEC-licensed VASPs, subject to obtaining "no-objection" approval from the
CBN. The framework requires banks to implement robust risk management practices, AML/CFT compliance
measures, and consumer protection mechanisms when servicing VASPs. However, the guidelines maintain strict
prohibitions on banks holding, trading, or transacting in virtual currencies on their own accounts, reflecting



continued concerns about financial stability risks. The guidelines complement existing frameworks including the
Money Laundering (Prevention and Prohibition) Act 2022 and CBN's AML/CFT/CPF Regulations 2022.

In September 2024, the CBN temporarily withdrew its Monetary Policy Guidelines due to widespread
misinterpretations regarding cryptocurrency regulations, demonstrating ongoing challenges in regulatory
communication and implementation. The CBN continues to maintain that cryptocurrency assets cannot serve as
legal tender in Nigeria, with the naira remaining the country's official currency. This position creates a fundamental
tension: while the CBN permits banks to service licensed cryptocurrency businesses, it simultaneously restricts
cryptocurrency's use as a medium of exchange, limiting its utility for everyday transactions. The CBN has also
established working groups to explore stablecoin adoption, recognizing the potential benefits of dollar-pegged
digital assets while seeking to maintain monetary policy control.

Securities and Exchange Commission (SEC) Guidelines

The Securities and Exchange Commission has emerged as Nigeria's primary cryptocurrency regulator, establishing a
comprehensive framework for digital asset regulation. In September 2020, the SEC issued a statement classifying
digital assets as securities unless proven otherwise, bringing cryptocurrency activities under its regulatory purview.
This classification was formalized in the "Rules on Issuance, Offering Platforms, and Custody of Digital Assets"
issued on May 11, 2022, which established detailed requirements for digital asset issuance, offering platforms,
custodians, Virtual Assets Service Providers (VASPs), and exchanges. The rules require all entities engaging in
digital asset activities to obtain appropriate licenses from the SEC, with specific capital requirements, governance
standards, and operational guidelines.

On June 21, 2024, the SEC launched the Accelerated Regulatory Incubation Program (ARIP) to facilitate the
onboarding of VASPs into the regulated framework. ARIP provides a structured pathway for cryptocurrency
businesses to achieve regulatory compliance, offering technical assistance, regulatory guidance, and phased
implementation timelines. By August 2024, the SEC had granted Approval-in-Principle to two Digital Asset
Exchanges, marking the first formal licensing of cryptocurrency exchanges in Nigeria. On May 7, 2024, the SEC
proposed amendments to its Rules on Digital Assets, seeking stakeholder input on refinements to the regulatory
framework. These developments demonstrate the SEC's commitment to creating a workable regulatory environment
that balances innovation with investor protection.

The SEC's regulatory framework establishes several key requirements for cryptocurrency businesses. First, all
VASPs must register with the SEC and obtain appropriate licenses based on their business activities. Second,
exchanges must implement robust custody solutions, segregating customer assets from company assets and
maintaining adequate insurance coverage. Third, platforms must establish comprehensive AML/CFT programs,
including customer due diligence, transaction monitoring, and suspicious activity reporting. Fourth, issuers of digital
assets must comply with disclosure requirements similar to traditional securities offerings, providing investors with
material information about risks, business models, and financial conditions. Fifth, all regulated entities must
maintain minimum capital requirements, with specific thresholds varying by business type and scale of operations.

Regulatory Milestone Date Key Provisions

Digital Assets
Classification

September
2020

Classified digital assets as securities unless proven otherwise



Regulatory Milestone Date Key Provisions

Comprehensive Rules May 11, 2022
Detailed requirements for issuance, platforms, custody, VASPs,
exchanges

ARIP Launch June 21, 2024 Accelerated onboarding program for VASPs

First Exchange Approvals August 2024 Approval-in-Principle granted to two Digital Asset Exchanges

Rules Amendment
Proposal

May 7, 2024 Proposed refinements to digital asset regulations

Economic and Financial Crimes Commission (EFCC) Enforcement

The Economic and Financial Crimes Commission has demonstrated aggressive enforcement against cryptocurrency-
related fraud and illicit activities, conducting numerous high-profile operations between 2024 and 2025. In
December 2024, the EFCC arrested 792 individuals in Lagos for cryptocurrency investment fraud and romance
scams, including 148 Chinese nationals and 40 Filipinos, representing one of the largest cryptocurrency fraud busts
in African history. The operation targeted sophisticated criminal networks using social media platforms to lure
victims into fraudulent cryptocurrency investment schemes, demonstrating the scale and international nature of
cryptocurrency-related crime in Nigeria.

In January 2025, the EFCC arrested 105 individuals, including four Chinese nationals, for alleged involvement in
internet fraud schemes targeting hotels in Europe and other regions. In February 2025, the EFCC filed a landmark
$79.5 billion lawsuit against Binance, seeking compensation for economic losses and $2 billion in back taxes over a
two-year period. The lawsuit includes charges of tax evasion, specifically non-payment of value-added tax and
company income tax, marking the government's most aggressive action against a cryptocurrency exchange. In April
2025, the Federal High Court granted the EFCC permission to arrest six individuals accused of orchestrating a $1
billion cryptocurrency investment fraud through the Crypto Bridge Exchange (CBEX) platform. In July 2025, the
EFCC secured the forfeiture of $222,729 in USDT from a cybercrime syndicate.

Between May 2023 and May 2024, the EFCC secured 3,175 convictions and recovered N156.28 billion and $43.84
million from various financial crimes, including cryptocurrency-related offenses. These enforcement actions
demonstrate the EFCC's capacity and commitment to combating cryptocurrency fraud, but they also highlight the
scale of illicit activity in Nigeria's cryptocurrency ecosystem. The aggressive enforcement approach serves multiple
objectives: deterring future fraud, recovering stolen assets, and signaling to international partners Nigeria's
commitment to combating financial crime. However, the enforcement-heavy approach must be balanced with clear
regulatory frameworks that enable legitimate cryptocurrency businesses to operate, preventing the conflation of all
cryptocurrency activity with criminal behavior.

Banking Sector Restrictions and Impact

Banking sector restrictions have profoundly shaped Nigeria's cryptocurrency ecosystem, creating both challenges
and adaptations. The February 2021 CBN prohibition forced cryptocurrency users and businesses to develop
alternative payment methods, including P2P trading, cash transactions, and informal banking channels. This period



saw explosive growth in P2P trading volumes, with Nigeria emerging as a global leader in peer-to-peer
cryptocurrency transactions. The restrictions also drove innovation in payment solutions, with users developing
sophisticated networks for moving funds between bank accounts and cryptocurrency platforms without triggering
regulatory scrutiny.

The December 2023 lifting of banking restrictions has enabled gradual re-integration of cryptocurrency businesses
into the formal financial system, but significant challenges remain. Banks remain cautious about servicing
cryptocurrency businesses due to reputational risks, compliance burdens, and uncertainty about regulatory
expectations. The requirement for SEC licensing before banks can provide services creates a chicken-and-egg
problem: cryptocurrency businesses need banking services to operate effectively, but they cannot obtain banking
services until they achieve SEC licensing, which itself requires operational infrastructure. In April 2024, the CBN
directed fintech firms including Moniepoint, Kuda, PalmPay, and others to halt onboarding new customers due to
concerns over illicit foreign exchange transactions, demonstrating continued regulatory sensitivity around
cryptocurrency-related activities.

Current banking sector requirements for servicing VASPs include obtaining "no-objection" approval from the CBN,
implementing robust risk management practices, establishing comprehensive AML/CFT compliance programs, and
maintaining enhanced consumer protection measures. Banks must conduct thorough due diligence on VASP clients,
monitor transactions for suspicious activity, and report potential violations to relevant authorities. The guidelines
prohibit banks from holding, trading, or transacting in virtual currencies on their own accounts, limiting banks'
direct participation in cryptocurrency markets. These restrictions reflect the CBN's continued concerns about
financial stability risks, including potential bank runs if cryptocurrency holdings lose value, exposure to volatile
assets, and reputational damage from association with cryptocurrency-related fraud.

Current Regulatory Gaps and Inconsistencies

Despite significant regulatory progress, Nigeria's cryptocurrency framework exhibits several critical gaps and
inconsistencies that create uncertainty for market participants. The most fundamental gap is the jurisdictional
conflict between the CBN and SEC. The CBN maintains that cryptocurrencies cannot serve as legal tender and
restricts their use as a medium of exchange, while the SEC regulates cryptocurrencies as securities and investment
products. This creates confusion about the legal status of cryptocurrencies: Are they commodities, securities,
currencies, or a new asset class requiring sui generis regulation? The lack of clear classification complicates
taxation, consumer protection, and enforcement efforts.

Consumer protection mechanisms remain inadequate despite the high incidence of fraud. While the SEC requires
licensed exchanges to maintain insurance coverage and segregate customer assets, there is no comprehensive
investor protection fund similar to deposit insurance for banks. Dispute resolution mechanisms are underdeveloped,
with limited recourse for investors who suffer losses due to exchange failures, hacks, or fraud. The SEC's
enforcement portal remains under review, limiting the regulator's ability to take swift action against bad actors.
Educational initiatives to help consumers understand cryptocurrency risks are limited, contributing to continued
vulnerability to scams and fraudulent schemes.

Enforcement challenges persist due to the borderless nature of cryptocurrency transactions and the prevalence of
offshore exchanges. While the EFCC has demonstrated capacity to conduct large-scale arrests, recovering stolen
cryptocurrency assets remains difficult due to the pseudonymous nature of blockchain transactions and limited
international cooperation frameworks. The $79.5 billion lawsuit against Binance highlights the challenges of
enforcing Nigerian regulations against international platforms that may not have significant physical presence in the



country. Tax collection mechanisms are underdeveloped, with limited capacity to track cryptocurrency transactions
and ensure compliance with capital gains tax obligations.

Policy inconsistencies across different regulatory agencies create compliance challenges for cryptocurrency
businesses. The CBN's banking restrictions conflict with the SEC's licensing framework, creating operational
difficulties for licensed VASPs. The EFCC's aggressive enforcement approach sometimes fails to distinguish
between legitimate cryptocurrency businesses and fraudulent schemes, creating reputational risks for the entire
sector. The lack of coordination between regulators results in duplicative reporting requirements, conflicting
guidance, and regulatory arbitrage opportunities. The absence of a comprehensive legal framework specifically
addressing cryptocurrency (as opposed to piecemeal regulations from different agencies) creates legal uncertainty
and limits Nigeria's ability to attract institutional investment and international cryptocurrency businesses.

Regulatory Framework Summary: Critical Gaps

Jurisdictional Conflicts: CBN prohibition on cryptocurrency as legal tender vs. SEC framework for
digital asset trading

Consumer Protection: No comprehensive investor protection fund, limited dispute resolution mechanisms

Enforcement Challenges: Difficulty recovering stolen assets, limited international cooperation

Tax Collection: Underdeveloped mechanisms for tracking transactions and ensuring compliance

Policy Coordination: Conflicting requirements across CBN, SEC, and EFCC creating compliance burdens

Legal Framework: Absence of comprehensive cryptocurrency-specific legislation

Global Regulatory Benchmarking

United Arab Emirates: Comprehensive Licensing Framework

The United Arab Emirates has emerged as a global leader in cryptocurrency regulation, establishing one of the
world's most comprehensive and innovation-friendly frameworks. The UAE operates a dual regulatory structure: the
Virtual Assets Regulatory Authority (VARA) governs cryptocurrency activities in Dubai, while the Securities and
Commodities Authority (SCA) oversees mainland operations. VARA's licensing framework distinguishes between
different types of cryptocurrency activities, requiring specific licenses for Virtual Asset Exchange, Custody and
Wallet Services, Broker-Dealer and Lending, Market Making, Payment and Advisory Services, Token Issuance, and
Staking Services. This activity-specific approach enables precise regulatory oversight while allowing businesses to
obtain licenses tailored to their specific operations.

The UAE's AML/CFT standards are among the world's most stringent, aligned with Financial Action Task Force
(FATF) guidelines and incorporating real-time transaction monitoring, 8-year record retention requirements, and
comprehensive customer due diligence procedures. Licensed entities must implement sophisticated compliance
programs including transaction screening, suspicious activity reporting, and regular audits. The regulatory
framework emphasizes technology-enabled compliance, encouraging the use of blockchain analytics tools and
artificial intelligence for monitoring suspicious activities. This approach balances regulatory rigor with operational
efficiency, enabling businesses to meet compliance obligations without excessive manual processes.



The UAE's taxation framework provides significant competitive advantages for cryptocurrency businesses and
investors. Individual cryptocurrency investors benefit from zero personal income tax and zero capital gains tax, with
VAT exemptions on cryptocurrency transfers. Corporate entities pay 9% tax on profits exceeding AED 375,000
(approximately $102,000), significantly lower than most developed markets. This favorable tax environment has
attracted numerous international cryptocurrency exchanges, blockchain companies, and crypto-focused investment
funds to establish operations in Dubai and Abu Dhabi. The UAE has also made significant progress in Central Bank
Digital Currency (CBDC) development, with the AE Coin approved and the Digital Dirham consumer rollout
scheduled for late 2025.

Innovation sandbox programs including the ADGM Digital Lab and Innovator Program provide structured pathways
for early-stage cryptocurrency businesses to test products and services in a controlled regulatory environment. These
programs offer regulatory guidance, technical support, and access to potential investors while allowing regulators to
understand emerging technologies and business models before establishing permanent regulations. The UAE's
approach demonstrates how emerging markets can position themselves as cryptocurrency innovation hubs through
clear regulations, favorable taxation, and supportive innovation infrastructure. For Nigeria, the UAE model offers
valuable lessons in regulatory clarity, activity-specific licensing, and the economic benefits of creating an attractive
environment for cryptocurrency businesses.

Singapore: High Standards and Selective Licensing

Singapore's regulatory approach emphasizes high standards and selective licensing, positioning the city-state as a
premium jurisdiction for institutional-grade cryptocurrency businesses. The Monetary Authority of Singapore
(MAS) requires all cryptocurrency service providers to obtain Digital Token Service Provider (DTSP) licenses
under the Financial Services and Markets Act (FSMA) 2022. The licensing regime imposes stringent requirements
including substantial capital adequacy, robust governance structures, comprehensive risk management frameworks,
and demonstrated technical competence. The compliance deadline of June 30, 2025, with penalties up to SGD
250,000 fine and 3 years imprisonment for non-compliance, demonstrates Singapore's commitment to maintaining
high regulatory standards.

Singapore's AML/CFT framework requires enhanced customer due diligence, continuous transaction monitoring,
and proactive suspicious activity reporting. Licensed entities must implement sophisticated compliance programs
that go beyond basic know-your-customer (KYC) procedures, including enhanced due diligence for high-risk
customers, ongoing monitoring of customer relationships, and regular compliance audits. The MAS has
demonstrated willingness to revoke licenses and impose significant penalties on non-compliant entities, creating
strong incentives for regulatory adherence. This rigorous approach has resulted in a smaller number of licensed
entities compared to more permissive jurisdictions, but those that achieve licensing benefit from enhanced
credibility and access to institutional investors.

Singapore's taxation framework provides clarity while maintaining revenue collection. While there is no capital
gains tax on cryptocurrency investments (treating crypto gains as capital rather than income for most investors),
corporate income tax applies to cryptocurrency businesses' profits at standard rates. Goods and Services Tax (GST)
is exempted on digital payment tokens, recognizing their function as a medium of exchange rather than a taxable
service. This balanced approach provides tax certainty for investors while ensuring cryptocurrency businesses
contribute to government revenues. Singapore has pursued CBDC development through Project Ubin, focusing on
interbank payments and cross-border settlements, though no public CBDC timeline has been announced.



The MAS regulatory sandbox framework enables fintech companies, including cryptocurrency businesses, to test
innovative products and services in a controlled environment with regulatory oversight. The sandbox provides
temporary regulatory relief, allowing companies to operate without full licensing while demonstrating their business
models and risk management capabilities. Successful sandbox participants can transition to full licensing, while
unsuccessful experiments can be wound down without significant regulatory consequences. For Nigeria, Singapore's
model demonstrates the value of high regulatory standards in attracting institutional investment and building
credibility, though the stringent requirements may limit accessibility for smaller local businesses.

Brazil: Comprehensive Legal Framework

Brazil enacted the Brazilian Virtual Assets Law (BVAL) in June 2023, establishing one of Latin America's most
comprehensive cryptocurrency regulatory frameworks. The law designates the Central Bank of Brazil (BCB) as the
primary regulator for Virtual Asset Service Providers (VASPs), with the Securities Commission (CVM) maintaining
oversight of cryptocurrency securities offerings. The framework requires all VASPs to obtain authorization from the
BCB, with capital requirements of approximately BRL 2 million (approximately $400,000) for exchanges, ensuring
financial stability and consumer protection. The law establishes clear definitions for virtual assets, service providers,
and regulatory obligations, providing legal certainty for market participants.

Brazil's AML/CFT framework, governed by Law No. 9,613/1998, requires cryptocurrency businesses to implement
comprehensive compliance programs including customer identification, transaction monitoring, record keeping, and
reporting to the Council for Financial Activities Control (COAF). The framework aligns with FATF
recommendations, requiring VASPs to collect and share originator and beneficiary information for transactions
exceeding specified thresholds. Brazil has demonstrated active enforcement, with authorities conducting
investigations and prosecutions of cryptocurrency-related money laundering and fraud. The regulatory framework
emphasizes the importance of compliance infrastructure, requiring licensed entities to maintain sophisticated
systems for detecting and preventing illicit activities.

In June 2025, Brazil implemented a significant taxation reform through Provisional Measure 1303, establishing a
flat 17.5% capital gains tax on all cryptocurrency profits, regardless of transaction size. This represents a departure
from the previous framework which exempted transactions below BRL 35,000 monthly. The new taxation regime
provides clarity and simplicity, though it increases the tax burden on retail investors. The reform demonstrates
Brazil's commitment to capturing tax revenues from the growing cryptocurrency market while maintaining a
competitive rate compared to traditional investment products. The taxation framework includes reporting
requirements for exchanges and investors, enabling tax authorities to monitor compliance and enforce collection.

Brazil has made substantial progress in CBDC development, with the Digital Real (Drex) project initiated in August
2020. The CBDC aims to modernize Brazil's payment infrastructure, enhance financial inclusion, and provide a
secure digital alternative to private cryptocurrencies. The BCB has conducted extensive pilot programs testing
various use cases including retail payments, cross-border transactions, and smart contract integration. Brazil has also
established regulatory sandboxes through both the BCB and CVM, enabling cryptocurrency businesses to test
innovative products including tokenization platforms. For Nigeria, Brazil's comprehensive legal framework
demonstrates the value of clear legislation in providing regulatory certainty, though the relatively high capital
requirements may limit accessibility for smaller businesses.

India: Restrictive Taxation with Evolving Framework



India's cryptocurrency regulatory framework reflects ongoing tension between innovation and control, characterized
by restrictive taxation combined with evolving licensing requirements. The Reserve Bank of India (RBI) and
Securities and Exchange Board of India (SEBI) share regulatory oversight, with the RBI focusing on payment
systems and financial stability while SEBI addresses securities aspects. Cryptocurrency businesses must obtain
Crypto Entity licenses with minimum capital requirements of ₹20 crore (approximately $2.4 million), significantly
higher than most emerging markets. This substantial capital requirement limits market entry to well-capitalized
entities, potentially reducing competition but enhancing financial stability.

India's AML/CFT framework requires cryptocurrency entities to comply with the Prevention of Money Laundering
Act (PMLA), including registration with the Financial Intelligence Unit-India (FIU-IND), implementation of
comprehensive KYC procedures, maintenance of transaction records for 7 years, and reporting of suspicious
transactions. The framework emphasizes the importance of customer due diligence, requiring cryptocurrency
businesses to verify customer identities, understand the nature and purpose of business relationships, and conduct
ongoing monitoring of transactions. India has demonstrated active enforcement, with authorities conducting
investigations and imposing penalties on non-compliant entities.

India's taxation framework is among the world's most restrictive, imposing a 30% flat tax on cryptocurrency profits
with no deductions allowed for expenses other than acquisition costs. Additionally, a 1% Tax Deducted at Source
(TDS) applies to all cryptocurrency transactions exceeding ₦10,000 (approximately $120), creating significant
compliance burdens for exchanges and traders. The high tax rate and TDS requirement have substantially reduced
trading volumes on Indian exchanges, with many traders moving to offshore platforms or peer-to-peer markets. The
taxation framework reflects the government's ambivalence toward cryptocurrency: while not prohibiting crypto
activities, the punitive tax rates discourage widespread adoption and limit the sector's growth potential.

India has made significant progress in CBDC development, with the Digital Rupee (e₹) achieving 7 million users
and a retail sandbox launched in October 2025. The CBDC initiative aims to provide a secure, government-backed
digital payment alternative while maintaining monetary policy control. The RBI has established a fifth cohort
regulatory sandbox focusing on retail payments, cross-border payments, and MSME lending, enabling fintech
companies to test innovative solutions. Pending legislation includes stablecoin regulations under consultation and a
comprehensive Crypto Act that may provide greater regulatory clarity. For Nigeria, India's experience demonstrates
the risks of overly restrictive taxation in driving activity to unregulated channels, while also showing the potential of
CBDCs to provide government-controlled digital payment alternatives.

South Africa: Financial Product Classification

South Africa has established a regulatory framework that classifies crypto assets as financial products under the
Financial Advisory and Intermediary Services (FAIS) Act, effective October 2022. The Financial Sector Conduct
Authority (FSCA) serves as the primary regulator, with the South African Reserve Bank (SARB) maintaining
oversight of payment-related activities. By March 2024, the FSCA had approved 59 licenses for cryptocurrency
service providers, demonstrating steady progress in bringing the sector under regulatory oversight. The framework
requires entities providing cryptocurrency advisory and intermediary services to obtain appropriate licenses,
ensuring professional standards and consumer protection.

South Africa's AML/CFT framework, governed by the Financial Intelligence Centre Act (FICA), classifies
cryptocurrency businesses as accountable institutions effective December 2022. This classification requires
comprehensive compliance programs including customer due diligence, transaction monitoring, record keeping, and
reporting of suspicious and unusual transactions to the Financial Intelligence Centre (FIC). The framework aligns



with FATF recommendations, requiring cryptocurrency businesses to implement risk-based approaches to
AML/CFT compliance. South Africa has demonstrated active supervision and enforcement, with the FIC conducting
inspections and imposing penalties on non-compliant entities.

South Africa's taxation framework treats cryptocurrency as taxable property, with profits subject to either income
tax or capital gains tax depending on the nature of the activity. Individuals holding cryptocurrency as investments
are subject to capital gains tax (with an annual exclusion and inclusion rate), while those trading cryptocurrency as a
business are subject to income tax at standard rates. The South African Revenue Service (SARS) has issued
guidance on cryptocurrency taxation, requiring taxpayers to declare cryptocurrency holdings and transactions. The
framework provides reasonable clarity while maintaining revenue collection, though enforcement challenges remain
due to the difficulty of tracking cryptocurrency transactions.

South Africa's CBDC development remains in the research phase, with participation in Project Dunbar, a multi-
country initiative exploring wholesale cross-border CBDC platforms. The SARB has conducted studies on the
potential benefits and risks of a retail CBDC but has not announced concrete implementation plans. The
Intergovernmental Fintech Working Group (IFWG) regulatory sandbox provides a framework for testing innovative
financial services, including cryptocurrency-related products. The FSCA has established collaboration frameworks
with industry stakeholders to develop appropriate regulations. In October 2025, VALR secured South Africa's first
crypto derivatives licenses, marking a significant milestone in the country's regulatory development. For Nigeria,
South Africa's approach demonstrates the value of classifying cryptocurrencies within existing financial services
frameworks while adapting regulations to address crypto-specific risks.

Comparative Regulatory Framework Analysis



Jurisdiction Licensing Authority
Capital
Requirements

Taxation Approach CBDC Status

UAE
VARA (Dubai), SCA
(Mainland)

Activity-specific
0% personal CGT, 9%
corporate

Digital Dirham (late
2025)

Singapore MAS
High (institutional
focus)

No CGT, corporate
tax applies

Project Ubin
(wholesale)

Brazil BCB, CVM
~BRL 2 million
(~$400k)

17.5% flat CGT Drex (development)

India RBI, SEBI ₹20 crore (~$2.4M) 30% flat + 1% TDS
Digital Rupee (7M
users)

South Africa FSCA, SARB Moderate
Income/CGT
(property)

Research phase

Nigeria SEC, CBN Under development 15% CGT (>₦800k)
cNGN stablecoin
(2025)

Best Practices for Nigeria

Activity-Specific Licensing (UAE): Tailor licensing requirements to specific cryptocurrency activities
rather than one-size-fits-all approach

High Standards with Accessibility (Singapore): Maintain rigorous standards while providing pathways
for legitimate businesses

Comprehensive Legal Framework (Brazil): Enact specific cryptocurrency legislation providing legal
certainty

Balanced Taxation (UAE/Brazil): Avoid punitive tax rates that drive activity to unregulated channels

Innovation Sandboxes (All): Provide controlled environments for testing new products and business
models

CBDC Development (India/Brazil): Explore government-backed digital currency alternatives

Economic Impact Assessment

GDP Contribution and Market Size

Nigeria's cryptocurrency sector represents a significant and growing component of the digital economy, which
contributed N7.37 trillion (14.4%) to the country's total GDP of N51.20 trillion in Q2 2025. This represents an
increase from N7 trillion (14.19%) in Q1 2025, demonstrating consistent growth trajectory. Notably, the digital



economy's contribution has surpassed the oil sector, which contributed only 7.8% to GDP in Q1 2024, marking a
fundamental shift in Nigeria's economic structure. While specific cryptocurrency sector GDP contribution is not
separately measured, industry estimates suggest cryptocurrency-related activities account for 15-25% of the digital
economy's contribution, representing approximately N1.1-1.8 trillion ($1.4-2.3 billion) in annual GDP impact.

The cryptocurrency market's direct economic impact extends beyond trading volumes to encompass employment
creation, technology infrastructure development, and ancillary services. The sector supports thousands of direct jobs
in exchanges, blockchain development, compliance, customer service, and marketing, with indirect employment in
payment processing, legal services, accounting, and cybersecurity. The market is projected to generate $2.4 billion
in revenue in 2025, with 28.69 million expected users by 2026, creating substantial economic value through
transaction fees, platform revenues, and related services. The Securities and Exchange Commission's projection of
$52.5 million by 2028 appears conservative and likely reflects only the formally regulated segment, excluding P2P
trading and offshore platform activity.

Cryptocurrency's economic impact includes significant multiplier effects through technology infrastructure
investment. The sector has driven demand for data centers, internet connectivity, mobile devices, and cybersecurity
services, contributing to broader digital infrastructure development. Cryptocurrency businesses have attracted
venture capital and foreign investment, with several Nigerian cryptocurrency startups raising millions in funding
from international investors. The sector has also stimulated innovation in related areas including blockchain
development, decentralized finance (DeFi), non-fungible tokens (NFTs), and digital identity solutions, creating a
broader technology ecosystem that extends beyond cryptocurrency trading.

Tax Revenue Opportunities

Nigeria's cryptocurrency taxation framework presents substantial revenue opportunities, though current collection
mechanisms remain underdeveloped. The existing framework imposes a 15% capital gains tax on cryptocurrency
profits exceeding ₦800,000 annually, income tax rates of 7-24% for individuals and 30% for companies on
cryptocurrency earnings, and 7.5% Value Added Tax (VAT) on cryptocurrency platform fees and services. Based on
the $59 billion in annual transaction volume and estimated profit margins, potential annual tax revenues could range
from $200-500 million if collection mechanisms were fully effective. However, current tax collection from
cryptocurrency activities is estimated at less than 10% of potential revenues due to limited tracking capabilities,
offshore platform dominance, and P2P trading prevalence.

The government's $79.5 billion lawsuit against Binance seeking compensation for economic losses and $2 billion in
back taxes demonstrates both the scale of potential tax revenues and the challenges of collection from international
platforms. The lawsuit alleges non-payment of value-added tax and company income tax over a two-year period,
highlighting the difficulty of enforcing tax obligations on offshore exchanges that may not maintain significant
physical presence in Nigeria. Effective tax collection requires several key elements: mandatory reporting by
exchanges of customer transactions, integration of cryptocurrency transactions into tax filing systems, international
cooperation agreements for information sharing, and clear guidance on tax treatment of different cryptocurrency
activities.

Comparative analysis with other emerging markets suggests Nigeria could significantly increase cryptocurrency tax
revenues through improved collection mechanisms. Brazil's implementation of comprehensive reporting
requirements and flat 17.5% capital gains tax provides a model for simplified taxation with enhanced compliance.
India's 1% TDS on transactions, while potentially excessive, demonstrates the feasibility of automated tax collection
at the transaction level. South Africa's classification of cryptocurrency as taxable property within existing tax



frameworks shows how cryptocurrency can be integrated into established tax systems. For Nigeria, the optimal
approach likely involves moderate tax rates (to avoid driving activity offshore), automated collection mechanisms
(to reduce compliance costs), and clear guidance (to encourage voluntary compliance).

Foreign Investment and Capital Flows

Foreign investment in Nigeria's cryptocurrency sector presents both opportunities and challenges. On the positive
side, clear regulatory frameworks could attract international cryptocurrency exchanges, blockchain companies, and
crypto-focused investment funds seeking to access Nigeria's large and growing market. Several international
exchanges including Binance, Luno, and others have demonstrated interest in the Nigerian market, though
regulatory uncertainty and enforcement actions have complicated their operations. Venture capital investment in
Nigerian cryptocurrency startups has totaled tens of millions of dollars, with companies like Quidax, Busha, and
others raising funding from international investors. A supportive regulatory environment could significantly increase
foreign investment flows.

However, capital flight risks represent a significant concern for monetary authorities. The International Monetary
Fund has warned that unlicensed cryptocurrency platforms enable undetected capital outflows, undermining foreign
exchange regulation and contributing to naira depreciation. Foreign outflows accounted for 64.12% of total foreign
transactions in recent periods, with cryptocurrency potentially facilitating capital flight by providing an alternative
channel for moving funds offshore. The challenge for policymakers is balancing the benefits of cryptocurrency-
enabled capital mobility (including remittance facilitation and access to international investment opportunities)
against the risks of destabilizing capital outflows that could undermine monetary policy and exchange rate stability.

Nigeria's foreign exchange reserves reached $23.11 billion at the end of 2024, representing a three-year high,
suggesting improved external position despite cryptocurrency-related capital flows. However, the CBN maintains a
policy rate of 27% (reduced by 50 basis points in September 2025) and inflation remains elevated at 20.12%
(August 2025), indicating continued macroeconomic challenges. Cryptocurrency's role in these dynamics is
complex: while it may facilitate some capital flight, it also enables remittance inflows, supports import/export trade,
and provides dollar-denominated savings alternatives that may reduce pressure on official foreign exchange
markets. The net impact depends on the balance between inflows and outflows, which current data does not clearly
establish.

Financial Inclusion and Banking the Unbanked

Cryptocurrency presents significant opportunities for advancing financial inclusion in Nigeria, where 36% of adults
(approximately 38 million people) remain unbanked despite overall financial inclusion reaching 64%.
Cryptocurrency provides several pathways to financial access: mobile-based wallets that require only internet
connectivity rather than traditional banking infrastructure, peer-to-peer payment systems that enable direct
transactions without intermediaries, access to savings products through stablecoins that protect against inflation, and
investment opportunities that were previously accessible only through formal financial institutions. The 33.4%
cryptocurrency ownership rate, higher than the 51% bank account ownership rate, suggests cryptocurrency is
reaching populations underserved by traditional banking.

Internet penetration of 48.15% (April 2025) and record data consumption of 973,445 terabytes (2024) provide the
digital infrastructure necessary for cryptocurrency-based financial inclusion. Mobile money services including
Moniepoint (10 million+ users), PalmPay (35 million users), and Kuda (300 million transactions in Q1 2025)
demonstrate Nigerians' comfort with digital financial services, creating a foundation for cryptocurrency adoption.



However, challenges remain: the decrease in internet subscribers from 163.83 million to 139.28 million between
December 2023 and December 2024 due to NIN-linked SIM deactivations potentially limits access for some
populations. Additionally, cryptocurrency's technical complexity, price volatility, and fraud risks may limit its
effectiveness for vulnerable populations.

The financial inclusion impact of cryptocurrency must be evaluated against alternative approaches including
traditional banking expansion, mobile money services, and Central Bank Digital Currency (CBDC) development.
Nigeria's cNGN stablecoin, launched in early 2025, represents a government-backed digital currency alternative that
could provide financial access without the volatility and fraud risks associated with private cryptocurrencies. The
optimal approach likely involves a multi-faceted strategy: expanding traditional banking infrastructure in
underserved areas, supporting mobile money services for basic transactions, enabling cryptocurrency for specific
use cases (remittances, savings, investment), and developing CBDCs for government-backed digital payments.
Regulatory frameworks should facilitate this ecosystem approach rather than favoring any single solution.

Risks: Capital Flight and Monetary Policy Implications

Capital flight through cryptocurrency channels represents one of the most significant risks to Nigeria's
macroeconomic stability. Cryptocurrency enables individuals and businesses to move funds offshore without going
through official foreign exchange channels, potentially undermining the CBN's ability to manage exchange rates and
maintain foreign exchange reserves. The ease of converting naira to stablecoins or other cryptocurrencies,
transferring these assets internationally, and converting to foreign currencies creates a parallel foreign exchange
market that operates outside regulatory oversight. This parallel market can exacerbate exchange rate pressures,
particularly during periods of economic uncertainty when demand for foreign currency increases.

The monetary policy implications extend beyond capital flight to include challenges in money supply management,
interest rate transmission, and financial stability. Cryptocurrency adoption reduces the effectiveness of traditional
monetary policy tools by providing alternatives to naira-denominated savings and payment instruments. When
individuals hold significant portions of their wealth in cryptocurrencies rather than naira deposits, the CBN's ability
to influence economic activity through interest rate adjustments diminishes. Additionally, cryptocurrency's
integration with the financial system creates potential contagion risks: significant cryptocurrency price declines
could impact banks and fintech companies with cryptocurrency exposure, potentially triggering broader financial
instability.

However, these risks must be balanced against cryptocurrency's potential benefits for monetary policy and financial
stability. Cryptocurrency-enabled remittances provide foreign exchange inflows that support the balance of
payments and foreign exchange reserves. Stablecoins may reduce pressure on official foreign exchange markets by
providing dollar-denominated savings alternatives that don't require accessing limited official foreign exchange
allocations. Cryptocurrency's transparency (through blockchain records) potentially provides better visibility into
capital flows than informal channels including cash smuggling and hawala systems. The challenge for policymakers
is developing regulatory frameworks that maximize benefits while mitigating risks, rather than attempting to
prohibit cryptocurrency activities that will likely continue through unregulated channels.

Economic Impact Summary: Opportunities and Risks

Opportunities:

N1.1-1.8 trillion annual GDP contribution potential



$200-500 million annual tax revenue opportunity

Foreign investment attraction through clear regulations

Financial inclusion for 38 million unbanked adults

Employment creation in technology and financial services

Remittance facilitation ($3-5 billion annually via crypto)

Risks:

Capital flight undermining foreign exchange management

Reduced monetary policy effectiveness

Financial stability risks from cryptocurrency volatility

Tax evasion through offshore platforms

Consumer losses from fraud and scams

Policy Recommendations Framework

Tiered Regulatory Approach for Different Crypto Activities

Nigeria should adopt a tiered regulatory approach that distinguishes between different types of cryptocurrency
activities, applying proportionate regulatory requirements based on risk profiles and systemic importance. Tier 1
activities, including large cryptocurrency exchanges, custodians holding significant customer assets, and token
issuers raising substantial capital, should face the most stringent requirements including high capital adequacy
standards (minimum ₦500 million to ₦1 billion), comprehensive governance structures with independent boards,
robust risk management frameworks, mandatory external audits, and insurance coverage for customer assets. These
entities pose the greatest risks to consumers and financial stability, justifying intensive regulatory oversight.

Tier 2 activities, including smaller exchanges, broker-dealers, payment service providers, and advisory services,
should face moderate requirements including capital adequacy of ₦100-500 million, basic governance standards,
AML/CFT compliance programs, and customer protection measures. These entities serve important market
functions but pose lower systemic risks, warranting proportionate regulation that enables market entry while
maintaining consumer protection. Tier 3 activities, including individual traders, small-scale P2P facilitators, and
cryptocurrency-related software developers, should face minimal regulatory requirements focused on consumer
disclosure, basic AML/CFT obligations for transactions exceeding specified thresholds, and registration for tax
purposes. This tiered approach balances regulatory objectives with market accessibility, preventing excessive
barriers to entry while ensuring adequate oversight of high-risk activities.

The tiered framework should incorporate activity-specific requirements similar to the UAE's VARA model. Virtual
asset exchanges require specific provisions for order matching, price discovery, and market integrity. Custody
services need enhanced security standards, segregation of customer assets, and insurance requirements. Token
issuers must comply with disclosure requirements, investor suitability assessments, and ongoing reporting
obligations. Payment service providers need integration with existing payment systems, transaction limits, and
consumer protection mechanisms. This activity-specific approach enables precise regulatory calibration, applying
appropriate requirements to each business model rather than imposing uniform rules that may be excessive for some
activities and insufficient for others.



Licensing and Registration Requirements

The licensing framework should establish clear, transparent, and achievable requirements that enable legitimate
businesses to obtain regulatory approval while excluding bad actors. The application process should require
comprehensive documentation including business plans, financial projections, governance structures, risk
management frameworks, AML/CFT compliance programs, cybersecurity measures, and customer protection
mechanisms. The SEC should establish clear timelines for application review (e.g., 90-120 days for complete
applications), provide feedback on deficiencies, and publish licensing decisions with explanations for approvals and
rejections. Transparency in the licensing process builds confidence among applicants and demonstrates regulatory
fairness.

Capital requirements should be calibrated to business size and risk profile, avoiding excessive barriers to entry while
ensuring financial stability. For large exchanges handling significant customer assets, capital requirements of ₦500
million to ₦1 billion are appropriate, providing buffers against operational losses and customer claims. For smaller
exchanges and service providers, requirements of ₦100-500 million enable market entry while maintaining basic
financial stability. For advisory services and software providers, minimal capital requirements (₦10-50 million) or
registration-only frameworks may be sufficient. The framework should allow for different forms of capital including
cash, liquid securities, and insurance coverage, providing flexibility while maintaining protective functions.

Ongoing compliance requirements should include regular financial reporting (quarterly for large entities, annually
for smaller ones), external audits by qualified auditors, AML/CFT compliance reviews, cybersecurity assessments,
and customer complaint reporting. Licensed entities should be required to maintain professional indemnity
insurance, segregate customer assets from company assets, and establish customer compensation mechanisms for
losses due to operational failures. The SEC should conduct regular inspections, with frequency based on entity size
and risk profile, and maintain enforcement capabilities including license suspension, fines, and revocation for
serious violations. The framework should also include provisions for license transfers, mergers and acquisitions, and
orderly wind-down procedures for failing entities.

Consumer Protection Mechanisms

Comprehensive consumer protection mechanisms are essential for building trust in Nigeria's cryptocurrency market
and preventing the widespread fraud that has characterized the sector. The framework should establish mandatory
disclosure requirements for all cryptocurrency service providers, including clear explanations of risks (price
volatility, potential for total loss, cybersecurity threats, regulatory uncertainties), fee structures (trading fees,
withdrawal fees, conversion fees), terms of service, and dispute resolution procedures. Disclosures should be
provided in plain language accessible to retail investors, with specific warnings for high-risk products including
leveraged trading, derivatives, and newly issued tokens.

A cryptocurrency investor protection fund, similar to deposit insurance for banks, should be established to
compensate investors for losses due to exchange failures, hacks, or fraud by licensed entities. The fund could be
financed through levies on licensed exchanges (e.g., 0.1-0.5% of transaction volumes), with coverage limits (e.g.,
₦5-10 million per investor) that protect retail investors while maintaining market discipline. The fund should not
cover losses from price volatility or poor investment decisions, focusing instead on operational failures and
misconduct by licensed entities. This mechanism would significantly enhance investor confidence while creating
incentives for exchanges to maintain robust security and operational standards.



Dispute resolution mechanisms should include multiple tiers: internal complaint handling by service providers (with
mandatory response timelines), industry ombudsman services for unresolved complaints, and access to courts for
serious disputes. The SEC should establish a dedicated cryptocurrency complaint portal, track complaint patterns to
identify problematic entities, and publish aggregate complaint statistics to inform investor decisions. Investor
education programs should be mandatory for licensed entities, with requirements to provide educational materials
on cryptocurrency basics, risk management, security best practices, and fraud prevention. The SEC should also
conduct public awareness campaigns, particularly targeting vulnerable populations, to reduce susceptibility to scams
and fraudulent schemes.

AML/CFT Compliance Frameworks

Anti-Money Laundering and Countering the Financing of Terrorism (AML/CFT) compliance represents a critical
component of cryptocurrency regulation, essential for maintaining international credibility following Nigeria's
October 2025 removal from the FATF grey list. The framework should implement the FATF Travel Rule, requiring
cryptocurrency service providers to collect and share originator and beneficiary information for transactions
exceeding $1,000 (or naira equivalent). This requirement aligns Nigeria with international standards while enabling
law enforcement to track suspicious transactions. Implementation requires technological solutions including
standardized data formats, secure information sharing protocols, and integration with existing financial intelligence
systems.

Customer due diligence requirements should include identity verification using government-issued identification,
address verification, source of funds documentation for large transactions, and enhanced due diligence for high-risk
customers including politically exposed persons, customers from high-risk jurisdictions, and those conducting
unusually large or complex transactions. The framework should establish clear transaction monitoring requirements,
including automated systems for detecting suspicious patterns (e.g., structuring, rapid movement of funds,
transactions with high-risk jurisdictions), investigation procedures for flagged transactions, and mandatory reporting
to the Nigerian Financial Intelligence Unit (NFIU) for suspicious activities.

Record-keeping requirements should mandate retention of customer identification documents, transaction records,
and AML/CFT compliance documentation for at least 7 years, consistent with international standards and Nigeria's
existing financial regulations. Licensed entities should be required to conduct regular AML/CFT risk assessments,
update compliance programs based on evolving risks, and provide regular training to employees on AML/CFT
obligations. The framework should include provisions for international cooperation, enabling information sharing
with foreign financial intelligence units and law enforcement agencies, essential for combating cross-border
cryptocurrency crime. Penalties for AML/CFT violations should be substantial, including fines, license suspension
or revocation, and criminal prosecution for serious violations.

Taxation Policy for Crypto Transactions

Nigeria's cryptocurrency taxation policy should balance revenue generation with market development, avoiding
punitive rates that drive activity to unregulated channels while ensuring fair contribution to government revenues.
The framework should maintain the current 15% capital gains tax on cryptocurrency profits exceeding ₦800,000
annually, a moderate rate that compares favorably with Brazil's 17.5% and is significantly lower than India's 30%.
This rate provides reasonable revenue collection while remaining competitive with other emerging markets. The
threshold of ₦800,000 exempts small retail investors from taxation while capturing revenues from more substantial
trading activities.



Income tax treatment should distinguish between different types of cryptocurrency activities. Individuals trading
cryptocurrency as a business should be subject to standard income tax rates (7-24% based on income levels), while
those holding cryptocurrency as investments should be subject to capital gains tax. Cryptocurrency mining should
be treated as business income, with allowable deductions for equipment, electricity, and other operational costs.
Cryptocurrency received as payment for goods or services should be treated as ordinary income at fair market value
at the time of receipt. This differentiated approach recognizes the diverse nature of cryptocurrency activities while
maintaining tax equity across different economic activities.

Implementation mechanisms should include mandatory reporting by licensed exchanges of customer transactions
exceeding specified thresholds (e.g., ₦5 million annually), integration of cryptocurrency holdings and transactions
into tax filing systems, and clear guidance on tax treatment of different cryptocurrency activities including trading,
mining, staking, airdrops, and hard forks. The framework should avoid India's 1% TDS on all transactions, which
creates excessive compliance burdens and reduces market liquidity. Instead, Nigeria should focus on end-of-year
reporting and taxation, reducing transaction friction while maintaining revenue collection. International cooperation
agreements for tax information exchange should be pursued, enabling tracking of Nigerian residents' cryptocurrency
activities on foreign platforms.

CBDC Strategy and Integration with Private Crypto

Nigeria's Central Bank Digital Currency strategy should complement rather than compete with private
cryptocurrency, recognizing that CBDCs and private cryptocurrencies serve different functions and can coexist
within a well-regulated ecosystem. The cNGN stablecoin, launched in early 2025, represents an important first step,
providing a naira-backed digital currency for payments and settlements. The CBDC strategy should focus on
specific use cases where government-backed digital currency provides clear advantages: government payments and
transfers, cross-border remittances with partner countries, interbank settlements, and financial inclusion for
unbanked populations. These use cases leverage the CBDC's advantages including government backing, price
stability, and integration with official payment systems.

The CBDC framework should enable interoperability with private cryptocurrency platforms, allowing seamless
conversion between CBDCs and private cryptocurrencies, integration of CBDCs into cryptocurrency exchanges and
wallets, and use of CBDCs for settling cryptocurrency transactions. This interoperability maximizes the CBDC's
utility while supporting the broader cryptocurrency ecosystem. Technical standards should be established for CBDC
integration, including APIs for exchange connectivity, security protocols for CBDC custody, and settlement
mechanisms for CBDC-cryptocurrency transactions. The framework should also address privacy considerations,
balancing the benefits of transaction transparency for law enforcement with individuals' privacy rights.

The CBDC rollout should follow a phased approach: Phase 1 focusing on wholesale CBDC for interbank
settlements and government transactions, Phase 2 expanding to retail CBDC for consumer payments with limited
functionality, and Phase 3 enabling full retail CBDC with broad merchant acceptance and integration with private
cryptocurrency platforms. Each phase should include extensive testing, stakeholder consultation, and evaluation of
impacts on monetary policy, financial stability, and payment systems. The framework should learn from
international experiences including India's Digital Rupee (7 million users), Brazil's Drex development, and the
UAE's Digital Dirham rollout, adapting best practices to Nigeria's specific context.

Innovation Sandboxes and Pilot Programs



Innovation sandboxes provide controlled environments for testing new cryptocurrency products and business
models, enabling regulatory learning while managing risks. Nigeria should establish a comprehensive sandbox
program modeled on successful international examples including the UAE's Digital Lab, Singapore's MAS sandbox,
and Brazil's BCB sandbox. The sandbox should accept applications from cryptocurrency businesses, blockchain
developers, fintech companies, and traditional financial institutions seeking to test cryptocurrency-related
innovations. Eligible innovations should include new trading platforms, custody solutions, payment systems, DeFi
protocols, tokenization platforms, and CBDC integration solutions.

The sandbox framework should provide temporary regulatory relief, allowing participants to operate without full
licensing for defined testing periods (e.g., 6-12 months), subject to specific conditions including customer limits
(e.g., maximum 10,000 customers), transaction limits (e.g., maximum ₦100 million in total transactions), enhanced
consumer protection measures, and regular reporting to regulators. Successful sandbox participants should have
clear pathways to full licensing, with sandbox experience counting toward licensing requirements. Unsuccessful
experiments should be wound down in orderly fashion, with customer protection measures ensuring no losses from
sandbox participation.

Pilot programs should focus on specific policy objectives including financial inclusion (testing cryptocurrency-
based financial services for unbanked populations), remittances (testing cryptocurrency remittance corridors with
partner countries), CBDC integration (testing CBDC-cryptocurrency interoperability), and cross-border payments
(testing cryptocurrency solutions for trade finance and international transactions). Each pilot should have clear
success metrics, defined timelines, and evaluation frameworks. Lessons learned from pilots should inform
permanent regulatory frameworks, enabling evidence-based policymaking rather than theoretical regulation. The
sandbox and pilot programs should be coordinated across regulatory agencies (SEC, CBN, EFCC) to ensure
consistent approaches and avoid regulatory arbitrage.

Cross-Border Transaction Regulations

Cross-border cryptocurrency transactions present unique regulatory challenges, requiring coordination between
monetary policy objectives, foreign exchange management, and international cooperation. The framework should
distinguish between different types of cross-border transactions: remittances (diaspora sending funds to Nigeria),
trade payments (importers and exporters using cryptocurrency for international trade), investment flows (Nigerians
investing in foreign cryptocurrency assets or foreigners investing in Nigerian cryptocurrency businesses), and
speculative trading (cryptocurrency arbitrage and trading across international exchanges). Each category requires
tailored regulatory approaches balancing facilitation of legitimate activities with prevention of illicit flows.

For remittances, the framework should facilitate cryptocurrency-based transfers that provide faster, cheaper
alternatives to traditional money transfer operators. Licensed cryptocurrency remittance providers should be
required to register with the CBN, comply with AML/CFT requirements, provide transparent fee disclosure, and
offer competitive exchange rates. The framework should establish reporting requirements for remittance volumes,
enabling monitoring of flows while avoiding excessive compliance burdens. For trade payments, the framework
should enable cryptocurrency use for legitimate import/export transactions, subject to documentation requirements,
AML/CFT compliance, and integration with existing trade finance regulations. This approach recognizes
cryptocurrency's potential to facilitate international trade while maintaining oversight of foreign exchange flows.

International cooperation frameworks should be established through bilateral and multilateral agreements with key
partner countries including the United States, United Kingdom, European Union, and major African trading
partners. These agreements should enable information sharing on cryptocurrency transactions, coordinated



enforcement against cross-border cryptocurrency crime, mutual legal assistance for cryptocurrency-related
investigations, and harmonization of regulatory standards where appropriate. Nigeria should actively participate in
international regulatory forums including the Financial Stability Board (FSB), FATF, and regional organizations to
shape global cryptocurrency standards and ensure Nigerian interests are represented in international regulatory
developments.

Implementation Roadmap

Phase 1: Immediate Actions (0-6 Months)

The immediate implementation phase should focus on establishing foundational regulatory infrastructure and
resolving critical policy conflicts. First priority is harmonizing regulatory frameworks across the CBN, SEC, and
EFCC through establishment of an Inter-Agency Cryptocurrency Regulatory Committee with representatives from
all three agencies, clear delineation of jurisdictional boundaries (CBN for monetary policy and banking, SEC for
securities and licensing, EFCC for enforcement), and unified policy statements on cryptocurrency's legal status and
regulatory treatment. This committee should meet monthly, publish joint guidance documents, and establish
protocols for coordinated enforcement actions.

Second priority is finalizing and publishing comprehensive licensing requirements for different cryptocurrency
activities. The SEC should complete its review of the Rules on Digital Assets, incorporating stakeholder feedback
from the May 2024 consultation, and publish final licensing requirements including capital adequacy standards,
governance requirements, operational standards, and application procedures. The licensing framework should be
accompanied by detailed guidance documents, application templates, and FAQ documents addressing common
questions. The SEC should also establish a dedicated cryptocurrency licensing unit with sufficient staff and
technical expertise to process applications efficiently.

Third priority is launching enhanced consumer protection initiatives including establishment of the cryptocurrency
complaint portal, publication of investor education materials in multiple languages, public awareness campaigns
warning about common scams, and mandatory risk disclosures for all cryptocurrency service providers. The SEC
should also begin development of the investor protection fund framework, including consultation with industry
stakeholders on funding mechanisms, coverage limits, and governance structures. Fourth priority is strengthening
AML/CFT frameworks through publication of detailed AML/CFT guidance for cryptocurrency businesses,
establishment of reporting protocols to the NFIU, and training programs for compliance officers at cryptocurrency
businesses.

Action Item
Responsible
Agency

Timeline Key Deliverables

Inter-Agency
Committee

CBN, SEC, EFCC Month 1
Committee charter, meeting schedule, joint
policy statement

Final Licensing Rules SEC
Months 2-
3

Published rules, guidance documents,
application templates



Action Item
Responsible
Agency

Timeline Key Deliverables

Consumer Protection
Portal

SEC
Months 3-
4

Online complaint system, investor education
materials

AML/CFT Guidance SEC, NFIU
Months 4-
5

Detailed compliance guidance, reporting
protocols

Public Awareness
Campaign

SEC, CBN
Months 5-
6

Media campaigns, educational seminars,
published materials

Phase 2: Medium-Term Initiatives (6-18 Months)

The medium-term phase focuses on operationalizing the regulatory framework and building institutional capacity.
First priority is processing initial license applications through the ARIP program and granting full licenses to
qualified applicants. The SEC should aim to license at least 5-10 cryptocurrency exchanges, 3-5 custody providers,
and multiple advisory and payment service providers within this period. Each licensing decision should be
accompanied by published explanations, building transparency and predictability in the licensing process. Licensed
entities should be subject to regular supervision, with the SEC conducting on-site inspections, reviewing compliance
reports, and providing ongoing regulatory guidance.

Second priority is establishing the investor protection fund with initial capitalization from government seed funding
and industry levies. The fund should be governed by an independent board including government representatives,
industry participants, and consumer advocates. The fund should publish clear eligibility criteria, claims procedures,
and coverage limits, and begin accepting claims from investors who suffered losses from licensed entities. Third
priority is implementing comprehensive taxation frameworks including integration of cryptocurrency reporting into
tax filing systems, publication of detailed tax guidance covering different cryptocurrency activities, and
establishment of enforcement mechanisms for tax collection.

Fourth priority is launching the innovation sandbox program with initial cohort of participants testing new
cryptocurrency products and services. The sandbox should accept applications quarterly, with each cohort including
5-10 participants testing diverse innovations. Sandbox participants should receive dedicated regulatory support,
regular feedback on compliance issues, and clear pathways to full licensing upon successful completion. Fifth
priority is developing CBDC integration frameworks including technical standards for CBDC-cryptocurrency
interoperability, pilot programs testing CBDC use cases, and stakeholder consultation on CBDC rollout plans. The
CBN should also establish working groups with licensed cryptocurrency exchanges to develop integration protocols.

Phase 3: Long-Term Strategic Goals (18-36 Months)

The long-term phase focuses on positioning Nigeria as a regional cryptocurrency innovation hub and integrating
cryptocurrency into the broader financial system. First priority is expanding the licensing framework to include
additional cryptocurrency activities including decentralized finance (DeFi) protocols, non-fungible token (NFT)
platforms, cryptocurrency derivatives, and tokenization platforms for real-world assets. Each new activity category



should be subject to appropriate regulatory requirements based on risk profiles, with consultation processes ensuring
industry input into regulatory design.

Second priority is establishing Nigeria as a regional cryptocurrency hub through attraction of international
cryptocurrency businesses, development of cryptocurrency-focused special economic zones with favorable tax and
regulatory treatment, hosting of international cryptocurrency conferences and events, and establishment of
cryptocurrency research and development centers. The government should actively market Nigeria's regulatory
framework to international cryptocurrency businesses, highlighting the large market, clear regulations, and
supportive business environment. Third priority is deepening international cooperation through bilateral agreements
with key partner countries, participation in international regulatory standard-setting bodies, and leadership in
African cryptocurrency regulatory harmonization efforts.

Fourth priority is full CBDC rollout including retail CBDC availability for consumer payments, merchant
acceptance infrastructure, integration with cryptocurrency platforms, and cross-border CBDC corridors with partner
countries. The CBDC should be designed to complement rather than compete with private cryptocurrencies,
focusing on use cases where government-backed digital currency provides clear advantages. Fifth priority is
comprehensive evaluation of the regulatory framework's effectiveness including assessment of licensing outcomes,
consumer protection effectiveness, tax revenue collection, financial inclusion impact, and economic development
contributions. This evaluation should inform regulatory refinements, ensuring the framework evolves based on
evidence and experience rather than remaining static.

Implementation Success Metrics

Phase 1 (0-6 months): Inter-agency committee established, final licensing rules published, consumer
protection portal launched

Phase 2 (6-18 months): 10+ licenses granted, investor protection fund operational, sandbox program
launched

Phase 3 (18-36 months): Regional hub status achieved, CBDC fully rolled out, comprehensive framework
evaluation completed

Ongoing Metrics: Licensed entity growth, consumer complaint trends, tax revenue collection, financial
inclusion indicators

Risk Management & Mitigation

Financial Stability Risks

Financial stability risks from cryptocurrency adoption require proactive monitoring and mitigation strategies. The
primary risk is contagion from cryptocurrency market volatility to the broader financial system through banks' and
fintech companies' exposure to cryptocurrency businesses and assets. Mitigation measures should include strict
limits on banks' direct cryptocurrency holdings (maintaining the CBN's prohibition on banks holding
cryptocurrencies on their own accounts), capital requirements for banks' exposure to cryptocurrency businesses
(treating cryptocurrency-related lending as high-risk with appropriate capital charges), and stress testing of banks'
cryptocurrency exposures to assess resilience to cryptocurrency market crashes.



Second risk is systemic importance of large cryptocurrency exchanges, which could pose "too big to fail" challenges
if they experience operational failures or insolvency. Mitigation measures should include enhanced supervision of
systemically important cryptocurrency businesses, recovery and resolution planning requirements for large
exchanges, and mandatory insurance coverage for customer assets. The framework should also establish orderly
wind-down procedures for failing cryptocurrency businesses, ensuring customer asset protection and minimizing
market disruption. Third risk is interconnectedness between cryptocurrency markets and traditional financial
markets, which could transmit shocks across sectors. Monitoring systems should track these linkages, enabling early
detection of emerging risks.

Consumer Protection Challenges

Consumer protection challenges in cryptocurrency markets are substantial, requiring multi-faceted mitigation
strategies. The primary challenge is fraud and scams, which have resulted in hundreds of millions of dollars in
losses for Nigerian investors. Mitigation measures should include mandatory fraud prevention programs for licensed
entities, regular fraud awareness campaigns targeting vulnerable populations, swift enforcement actions against
fraudulent schemes, and international cooperation to combat cross-border cryptocurrency fraud. The investor
protection fund provides financial compensation for losses from licensed entities, but prevention remains the most
effective consumer protection strategy.

Second challenge is information asymmetry, where cryptocurrency businesses possess significantly more
information about risks and operations than consumers. Mitigation measures should include mandatory disclosure
requirements in plain language, standardized risk warnings for all cryptocurrency products, prohibition of
misleading marketing practices, and investor education programs explaining cryptocurrency basics and risks. Third
challenge is dispute resolution, particularly for cross-border transactions and dealings with offshore exchanges. The
framework should establish clear dispute resolution procedures, including internal complaint handling, ombudsman
services, and access to courts, while also pursuing international agreements enabling cross-border dispute
resolution.

Cybersecurity and Fraud Prevention

Cybersecurity risks represent critical threats to cryptocurrency businesses and investors, requiring robust prevention
and response frameworks. Licensed cryptocurrency businesses should be required to implement comprehensive
cybersecurity programs including multi-factor authentication, cold storage for majority of customer assets, regular
security audits by qualified third parties, incident response plans, and cyber insurance coverage. The SEC should
establish minimum cybersecurity standards, conduct regular cybersecurity assessments of licensed entities, and
require immediate reporting of security breaches. International cooperation with cybersecurity agencies should
enable sharing of threat intelligence and coordinated responses to cyber attacks.

Fraud prevention requires both technological solutions and regulatory enforcement. Licensed entities should
implement transaction monitoring systems detecting suspicious patterns, customer verification procedures
preventing identity theft, and fraud reporting mechanisms enabling swift action against fraudulent activities. The
EFCC should maintain dedicated cryptocurrency fraud investigation units with technical expertise in blockchain
analysis, digital forensics, and cryptocurrency tracing. International cooperation agreements should enable recovery
of stolen cryptocurrency assets and prosecution of cross-border fraud perpetrators. Public awareness campaigns
should educate consumers about common fraud schemes and prevention strategies.



Market Manipulation and Volatility Management

Market manipulation risks in cryptocurrency markets require surveillance and enforcement mechanisms. Licensed
exchanges should be required to implement market surveillance systems detecting manipulative trading patterns
including wash trading, spoofing, and pump-and-dump schemes. The SEC should establish market integrity rules
prohibiting manipulative practices, conduct regular market surveillance, and impose penalties on entities engaging
in manipulation. However, given the global nature of cryptocurrency markets and the prevalence of offshore
exchanges, Nigeria's ability to prevent manipulation is limited, requiring international cooperation and investor
education about manipulation risks.

Volatility management should focus on protecting retail investors from excessive risk-taking rather than attempting
to control cryptocurrency prices. Measures should include mandatory risk disclosures emphasizing volatility,
restrictions on leveraged cryptocurrency products for retail investors, and suitability requirements ensuring investors
understand risks before trading. The framework should avoid capital controls or trading restrictions that would drive
activity to unregulated channels, instead focusing on transparency, disclosure, and investor education. The CBDC
provides a stable digital currency alternative for users seeking to avoid cryptocurrency volatility while maintaining
digital payment capabilities.

Risk Mitigation Summary

Financial Stability: Limits on bank crypto exposure, stress testing, enhanced supervision of systemically
important entities

Consumer Protection: Investor protection fund, mandatory disclosures, fraud prevention programs,
dispute resolution mechanisms

Cybersecurity: Minimum security standards, regular audits, incident response requirements, cyber
insurance

Market Integrity: Surveillance systems, anti-manipulation rules, international cooperation, investor
education

Conclusion & Strategic Vision
Nigeria stands at a pivotal moment in its cryptocurrency regulatory journey. With $59 billion in annual transaction
volume, 33.4% cryptocurrency ownership rate, and a digital economy contributing 14.4% to GDP, the country has
demonstrated both the immense potential and significant challenges of cryptocurrency adoption. The regulatory
framework developed over the past three years—from the CBN's December 2023 reversal of its prohibition to the
SEC's comprehensive licensing framework and the EFCC's aggressive enforcement actions—provides a foundation
for balanced regulation that can harness cryptocurrency's benefits while mitigating risks.

The policy recommendations outlined in this report provide a comprehensive blueprint for achieving this balance. A
tiered regulatory approach enables proportionate oversight based on risk profiles, avoiding excessive barriers to
entry while ensuring adequate consumer protection. Clear licensing requirements provide pathways for legitimate
businesses to operate within the regulatory framework, while robust consumer protection mechanisms including
investor protection funds, dispute resolution procedures, and education programs protect vulnerable populations.
Comprehensive AML/CFT frameworks aligned with international standards maintain Nigeria's credibility following



removal from the FATF grey list, while balanced taxation policies enable revenue collection without driving activity
to unregulated channels.

The strategic vision for Nigeria's cryptocurrency sector extends beyond regulation to positioning the country as a
regional innovation hub. By establishing clear, predictable, and innovation-friendly regulations, Nigeria can attract
international cryptocurrency businesses, blockchain developers, and crypto-focused investment funds. The large
domestic market, young and tech-savvy population, and growing digital infrastructure provide natural advantages
that can be leveraged through supportive policy frameworks. Special economic zones for cryptocurrency businesses,
innovation sandboxes for testing new products, and active participation in international regulatory forums can
enhance Nigeria's competitive position.

The economic opportunities are substantial: potential tax revenues of $200-500 million annually, GDP contributions
of N1.1-1.8 trillion, employment creation in technology and financial services, enhanced financial inclusion for 38
million unbanked adults, and facilitation of $3-5 billion in annual remittances. However, these opportunities can
only be realized through effective implementation of the regulatory framework, requiring coordination across
government agencies, adequate resourcing of regulatory bodies, capacity building for regulators and industry
participants, and ongoing stakeholder engagement to ensure regulations remain relevant and effective.

The risks—capital flight, financial instability, consumer fraud, and monetary policy challenges—are real and require
proactive management. However, prohibition-based approaches have proven ineffective, as demonstrated by the
continued growth of cryptocurrency adoption during the 2021-2023 banking ban. The optimal approach involves
regulation rather than prohibition, transparency rather than opacity, and engagement rather than isolation. By
learning from international best practices while adapting to Nigeria's specific context, policymakers can develop a
regulatory framework that maximizes benefits while minimizing risks.

The implementation roadmap provides a practical pathway forward, with immediate actions to harmonize regulatory
frameworks and establish foundational infrastructure, medium-term initiatives to operationalize licensing and
consumer protection mechanisms, and long-term strategic goals to position Nigeria as a regional cryptocurrency
hub. Success requires sustained commitment from policymakers, regulators, industry participants, and civil society,
working collaboratively to build a cryptocurrency ecosystem that serves Nigeria's economic development objectives
while protecting consumers and maintaining financial stability.

Call to Action for Stakeholders

Government and Regulators:

Establish Inter-Agency Cryptocurrency Regulatory Committee within 30 days

Finalize and publish comprehensive licensing requirements within 90 days

Launch consumer protection portal and investor education programs within 120 days

Allocate adequate resources for regulatory capacity building and enforcement

Industry Participants:

Engage constructively with regulatory processes through consultations and feedback

Invest in compliance infrastructure including AML/CFT systems and cybersecurity

Prioritize consumer protection and education in business operations

Support industry self-regulation initiatives and best practice development

International Partners:



Support Nigeria's regulatory capacity building through technical assistance

Establish bilateral cooperation agreements for information sharing and enforcement

Include Nigeria in international regulatory standard-setting processes

Facilitate investment in Nigeria's cryptocurrency ecosystem

Nigeria's cryptocurrency journey is far from complete, but the foundations for success are in place. With clear
vision, effective implementation, and sustained commitment from all stakeholders, Nigeria can build a
cryptocurrency regulatory framework that serves as a model for emerging markets globally—balancing innovation
with stability, growth with protection, and opportunity with responsibility. The time for action is now.
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