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Abstract:  According to recent research conducted by Chainalysis, Ukraine is one of the world 

leaders in cryptocurrency usage and ranks third out of 146 countries in cryptocurrency adoption (The 

2022 global crypto adoption index: Emerging markets lead in grassroots adoption, China remains active 

despite ban, and crypto fundamentals appear healthy, 2022). The global cryptocurrency market has 

experienced rapid growth, reaching a market capitalization of over $2 trillion in 2021 and falling to $1.2 

trillion nowadays. The complex and ever-evolving nature of the cryptocurrency industry presents unique 

challenges for regulators and policymakers. Ukraine has taken significant steps to establish a clear legal 

framework for the industry. However, this is just the beginning. Developing a balanced and effective 

regulatory framework will be a key factor in determining Ukraine's position in the global cryptocurrency 

market, giving a possibility to become a leader or an outsider.  
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Introduction 

Research Objective – critically analyze and assess the current regulatory frameworks for the 

cryptocurrency market, with a focus on Ukraine's legislative approach, and to explore the implications of 

these regulations on the global cryptocurrency landscape, innovation, and investor protection.  

Tasks 

1) to evaluate Ukraine's Regulatory Framework: Examine the "About Virtual Assets" law in Ukraine, 

assessing its effectiveness in providing a transparent and secure environment for cryptocurrency 

investors and operators;  

2) to analyze different regulatory approaches taken by countries such as the United States, China, Japan 

and Switzerland, highlighting their impact on the cryptocurrency market and drawing lessons that could 

be applied to Ukraine's context;  

3) to investigate the challenges and opportunities presented by the cryptocurrency market, including its 

potential for financial innovation and the risks of illegal activities like money laundering;  

4) to propose recommendations for developing a flexible and adaptive regulatory framework in Ukraine 

that balances the need for investor protection, market integrity, and the encouragement of technological 

innovation in the cryptocurrency sector. 

Research Results  

Cryptocurrencies are digital currencies that operate independently of governments and financial 

institutions and use cryptography to secure their transactions and to control the creation of new units. 

The first cryptocurrency, Bitcoin, was introduced in 2009 by an anonymous person or group known as 

Satoshi Nakamoto (Nakamoto, 2008). Since then, the cryptocurrency market has grown exponentially, 

with over 10,000 different cryptocurrencies available today and with hundreds of new ones being 

developed each year. 

While Bitcoin remains the most well-known and valuable cryptocurrency, with a market capitalization of 

over $500 billion, others such as Ethereum, Tether and Binance Coin have also gained popularity and 

market share. Ethereum is the second-largest cryptocurrency by market capitalization, with a market cap 

of over $200 billion, while Tether is the third largest with a market cap of over $80 billion (CoinMarketCap, 

2023, April 23). Cryptocurrencies are decentralized and operate independently of governments and 

financial institutions, using peer-to-peer transactions to eliminate the need for intermediaries such as 

banks. This feature has made cryptocurrencies an attractive investment opportunity for individuals and 

companies worldwide. However, the decentralized nature of cryptocurrencies also presents some 

concerns. One of the biggest concerns is their potential use in illegal activities such as money laundering 

and terrorism financing. The lack of regulation can leave consumers vulnerable to fraud. 

Cryptocurrencies are also known for their volatility in price, which can create significant risks for investors. 

For example, the price of Bitcoin has fluctuated wildly over the years, from a high of almost $65,000 in 

April 2021 to a low of under $4,000 in March 2020 (CoinDesk, 2023). 

Cryptocurrencies have the potential to revolutionize the way we conduct financial transactions, but it is 

important to address the challenges that come with this innovation. As such, many governments and 

regulatory bodies around the world are exploring ways to regulate the cryptocurrency industry (European 

Banking Authority, 2021, January). The regulation of the cryptocurrency market is a complex issue, and 
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the Ukrainian government has recently taken steps to create a clear legal framework for the industry. On 

February 17, 2022, the law "About Virtual Assets" was adopted, which aims to provide a safer and more 

transparent environment for investors (Verkhovna Rada of Ukraine, 2022).   

The law defines virtual assets as digital representations of value that can be digitally traded, transferred, 

and used for payment or investment purposes. It also provides a clear definition of virtual asset service 

providers (VASPs) as entities that offer services for the exchange, storage, and management of virtual 

assets. 

All VASPs must now register with the National Bank of Ukraine and obtain a license to operate in the 

country. They are required to comply with anti-money laundering and counter-terrorism financing 

measures, as well as customer identification and verification requirements. The law also defines 

regulations for creating and using virtual assets, ensures the safety of investors, and establishes taxation 

policies. Additionally, the law enforces penalties for illegal actions such as money laundering, financing 

terrorism, and fraud. 

While the law "About Virtual Assets" is a significant step forward, it has faced criticism from some industry 

experts. Some argue that the requirements for obtaining a license are too strict and could discourage 

new players from entering the market. Others suggest that the law does not go far enough in protecting 

investors from fraud and that more action is necessary to guarantee a secure investment environment 

(Cryptocurrency and Ukrainian legislation. What's wrong?, 2023). 

Despite criticisms, the adoption of the law sends a clear signal that the Ukrainian government is dedicated 

to promoting the growth of the cryptocurrency market and protecting investors from fraudulent activities. 

The regulation of the cryptocurrency market is a global challenge faced by many countries around the 

world. To learn from international experiences, it is crucial to examine both successes and mistakes of 

various countries. 

One country that has taken a particularly strong stance on cryptocurrency regulation is Japan. After the 

high-profile hack of the Japanese exchange Mount Gox in 2014, the Japanese government recognized 

the need for strong regulation to protect consumers and prevent money laundering. They passed a law 

in 2017 that recognized Bitcoin and other cryptocurrencies as legal property and required cryptocurrency 

exchanges to be licensed by the Financial Services Agency (An overview of the cryptocurrency 

regulations in Japan, n.d.). Another country with a high level of cryptocurrency regulation is Switzerland. 

They have taken a more business-friendly approach, seeking to attract cryptocurrency and blockchain 

companies to their jurisdiction while still protecting consumers. Switzerland has enacted various 

regulations such as Anti-Money Laundering (AML) and Know Your Customer (KYC) to combat fraudulent 

activities ((An overview of the cryptocurrency regulations in Switzerland, n.d.). 

In the United States, the regulation of cryptocurrency varies by state, with some states having stricter 

regulations than others. However, the federal government has also taken steps to regulate the market. 

The Financial Crimes Enforcement Network (FinCEN) requires cryptocurrency exchanges to register with 

the agency as money services businesses (MSBs) and comply with AML regulations. The Securities and 

Exchange Commission (SEC) also regulates the market, with some cryptocurrencies being classified as 

securities subject to federal securities laws (Dewey & Patel, 2023). 

China's approach to regulating cryptocurrency has been controversial. The Chinese government has 

banned initial coin offerings (ICOs) and enforced strict measures on cryptocurrency exchanges, which 

has led to a decrease in cryptocurrency trading activity in the country. Some criticize China's strict 

approach, arguing that it has hindered innovation and prevented investment in the cryptocurrency market. 

Others argue that it has helped to prevent fraud and safeguard investors (Satsuk, 2023). 

While the current regulation for virtual assets in Ukraine is a step forward, there is still much room for 

improvement. 

One of the main criticisms of the current regulation is that it is too complex and confusing for businesses 

and individuals to navigate. There is a need to clarify and simplify the regulatory to make them more 

accessible and understandable for everyone. 
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Additionally, the government can create a regulatory sandbox for cryptocurrency startups, where they 

can test their products and services in a controlled environment. This will allow these companies to 

innovate and experiment without the fear of running afoul of regulations. It will also give regulators the 

opportunity to learn more about these companies and their products, which can help them to create more 

effective regulations. 

Since the cryptocurrency industry is constantly changing, it is important that the regulatory framework is 

flexible enough to adapt. To achieve this, regular communication and collaboration among regulators, 

industry leaders, and other stakeholders are essential. By doing so, the regulations can remain relevant 

and effective in the long run. 

Finally, it is essential to promote education and awareness about cryptocurrencies and blockchain 

technology among the public. The “Diia. Digital Education” platform and recently released educational 

course on crypto literacy and blockchain are excellent initiatives that can significantly contribute to 

increasing public knowledge about the industry (Diia.Osvita - Educational project on crypto-literacy and 

blockchain. Module 1, n.d.; Rating of crypto exchanges in Ukraine - all conditions of the best crypto 

exchanges, n.d.). 

 

Conclusions  

In conclusion, the cryptocurrency market is a rapidly growing industry that requires responsible and 

effective regulation. Ukraine has made significant progress in creating a clear legal framework for the 

industry, but there is still more work to be done. Nowadays there are more than 30 licensed 

cryptocurrency exchanges in Ukraine, and the government is continuing to develop policies to support 

the industry. 

Moving forward, it is crucial to strike a balance between protecting investors and preventing illegal 

activities while promoting innovation and growth in the market. A flexible and adaptive regulatory 

framework that considers the changing landscape of the industry is essential. 

The cryptocurrency market presents both risks and opportunities. It is up to regulators, industry 

leaders, and other stakeholders to ensure that it grows and thrives in a responsible and sustainable way. 

Future publications and research will show how to shape the future of the cryptocurrency market in 

Ukraine and to keep leader position around the world in usage of this awesome technology.  
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