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If there is one subject that is in fashion in the field of digital banking it is without doubt blockchain. Most of
the world’s banks are studying the potential applications of this secure, distributed database which
eliminates the need for a trusted intermediary. And although there is currently only one application, bitcoin,
in practical operation, there is no doubt that for certain banking processes it could be a powerful tool for
boosting efficiency. Moreover, its characteristics of inalterability, transparency and automation by means of
smart contracts may form the basis for entirely new digital businesses.
However, as with any new technology, there are various factors that will influence its widespread adoption.
One of the most significant of these factors is the means whereby it will be regulated, bearing in mind that
regulation does not apply to the technology itself but to its various uses. In the case of blockchain, the
exploratory phase we are in makes its regulation even more difficult to address.
Since bitcoin is the only case of active use in the real world, the regulatory debate has focused on this area.
As far as the EU is concerned, the first step was to harmonise the tax treatment of transactions, since in
some countries bitcoin was considered as digital money and in others as a commodity, purchases and sales
of which were subject to VAT. In October 2015, the European Court of Justice ruled that bitcoin transactions
were exempt from VAT and as such bitcoin is considered digital currency. 
The next step tackled preventing the use of bitcoin for illicit purposes such as money laundering or the
financing of terrorism. In this regard, in July 2016 the European Commission proposed including digital
wallet providers and virtual currency exchange platforms in the Anti Money Laundering Directive to avoid the
anonymous exchange of bitcoins.
Regulation of other uses of blockchain, which will have a greater disruptive impact on financial services, will
inevitably have to wait. However, there are some questions that are common to all cases, deriving from the
unique characteristics of blockchain, which should be addressed as soon as possible. For example, the
global and distributed nature of blockchain makes it necessary to establish a legal framework in which its
legal nature is defined, including the applicable jurisdictions and laws, as well as where responsibility lies in
the event of error or malfunction. Apart from this, its inalterability opens up a debate on its recognition as an
unfalsifiable “single source of truth”, the legal validity of the documents stored as proof of possession or
existence, and recognition of smart contracts as enforceable legal agreements.
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This document has been prepared by BBVA Research Department, it is provided for information purposes only and expresses data,
opinions or estimations regarding the date of issue of the report, prepared by BBVA or obtained from or based on sources we consider
to be reliable, and have not been independently verified by BBVA. Therefore, BBVA offers no warranty, either express or implicit,

regarding its accuracy, integrity or correctness.
Estimations this document may contain have been undertaken according to generally accepted methodologies and should be

considered as forecasts or projections. Results obtained in the past, either positive or negative, are no guarantee of future performance.
This document and its contents are subject to changes without prior notice depending on variables such as the economic context or

market fluctuations. BBVA is not responsible for updating these contents or for giving notice of such changes.

BBVA accepts no liability for any loss, direct or indirect, that may result from the use of this document or its contents.
This document and its contents do not constitute an offer, invitation or solicitation to purchase, divest or enter into any interest in
financial assets or instruments. Neither shall this document nor its contents form the basis of any contract, commitment or decision of

any kind.
In regard to investment in financial assets related to economic variables this document may cover, readers should be aware that under
no circumstances should they base their investment decisions in the information contained in this document. Those persons or entities
offering investment products to these potential investors are legally required to provide the information needed for them to take an

appropriate investment decision.
The content of this document is protected by intellectual property laws. It is forbidden its reproduction, transformation, distribution,
public communication, making available, extraction, reuse, forwarding or use of any nature by any means or process, except in cases
where it is legally permitted or expressly authorized by BBVA.
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