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In an internal memo from February 5 seen by Bloomberg this week, the US Commodity Futures

Trading Commission (CFTC) clarified that its employees are allowed to invest in cryptos.

It also issued guidance to ensure they do so without breaching company regulations. The

guidance allows employees to make such investments as long as they don't buy them on margin,

leverage information they gain in their regulatory duties, or invest in the crypto futures that the

CFTC itself regulates (like the Cboe's and CME Group's). The memo said the guidance is being

issued in response to multiple inquiries from employees as to the legality of such investments on

their part.

Prohibitions on insider trading and guidance on conflicts of interest aren't new, but this memo

indicates that the nature of crypto commodities futures raises new ethical dilemmas:

The CFTC has designated cryptos as commodities, making it seem reasonable to

treat them like any other commodity.On one hand, it may be argued that, since the CFTC

has designated cryptocurrencies to be commodities, it should be obliged to treat them as any

other commodities it regulates, such as those based on crops or oil. This is especially the case as

the CFTC allows its employees to invest in other commodities falling under its jurisdiction, and

imposing additional restrictions on one commodity type in particular would be hard to justify.

But cryptos aren't physical commodities, resulting in more of a black box.Most of the

other commodities the CFTC regulates are physical, while cryptocurrencies are virtual, and the

CFTC has experience in regulating the former, not the latter. Moreover, crypto futures are a very

new instrument, and how they will behave in the market long-term is as yet unknown. As such,

they may be better off treated as a special case deserving of more scrutiny, rather than like any

other commodity future under the CFTC's mandate. The CFTC has acknowledged as much in the

past, saying cryptos raise new challenges for the regulator.

The CFTC should remain committed to revisiting its decisions and adapting to new

developments on the crypto front. While it's understandable and pragmatic that the CFTC has
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designated cryptocurrencies to be commodities, thus allowing itself to take action on the

booming asset class according to a clearly defined regulatory framework, it would do well to

remember that, in many ways, cryptocurrencies are exceptional in nature.

That's because, individuals do not gain ownership of anything tangible when investing,

potentially raising risks the regulator isn't used to addressing. As such, in its role as regulator,

the CFTC should remain open to revisiting its own ethical guidance on crypto investments, and

be willing to shift its mindset if developments so warrant, for example, if it emerges that its

employees aren't adhering to its latest guidance.

BI Intelligence, Business Insider's premium research service, has written the

definitive Fintech Ecosystem report that:

Looks at how the environment in which the fintech industry operates is changing, and what that

means for the digitization of financial services.

Gives an overview of the main subsegments within the global fintech industry, and discusses

which categories have had to adapt to survive, which have reaped benefits from their original

game plans, and which new segments have come to the fore in the past twelve months.

Outlines the adaptations that incumbent financial institutions have begun making to adjust to an

economy that's inevitably shifting to digital, and in which tech-savvy fintechs are increasingly

setting the standards.

Discusses what the future of financial services will look like as fintech embeds itself into the

financial mainstream.
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