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The UAE is positioning itself as a key player in cryptocurrency market to
diversify its economy. This article explores the country's aim to support
cryptocurrency businesses, built on its progressive regulatory support,
especially in two main financial hubs of ADGM and DIFC.

Guided by its broader vision for economic diversification, the UAE is putting strong focus on
finance and technology, creating growing space for discussions around cryptocurrencies and
blockchain. In the UAE, more people and businesses are showing interest in this asset class.
Supportive regulation and market demand have turned it into a topic worth exploring. In this
article, we start by examining the opportunities within the UAE’s crypto ecosystem, then look
at the main jurisdictions shaping their regulatory landscape and conclude with the key
challenges and considerations along the way.

UAE crypto opportunity
UAE’s rise in the digital asset economy as a hub for the emerging markets

Backed by an economy that has nearly tripled in size over the past two decades, with GDP
growing from 180 BUSD in 2005 to 537 BUSD in 20241), the UAE has been targeting
diversification into non-oil sectors. In the first quarter of 2025, the contribution of the non-oil
activities to GDP reached over 77 percent, which marks a record in UAE history(21. While the
country's 7 emirates have built a strong reputation in areas like trade, tourism, financial
services, and real estate, they currently witness an expanding focus toward the fast-growing
digital economy, especially after launching the country's digital economy strategy in 2022
aiming to double the contribution of the digital economy to the UAE's gross domestic product
within 10 yearsi31. As part of that strategy, notable emphasis has been placed on



blockchaini3], with related fields like cryptocurrencies beginning to see growing interest as a
result.

The UAE’s ambition in cryptocurrency space is shaped by a mix of legacy and modern pillars.
Its reputation for openness to businessi4] and tax friendlinessis) makes it one of the most
attractive jurisdictions for investors across diverse asset classes, including cryptocurrencies.
These ambitions are reinforced by the UAE’s strong bilateral ties with both developed and
developing nations. Supportive regulatory and business environments have enabled it to
emerge as a key regional hub for cryptocurrencies, and an increasingly influential player
among emerging markets. In 2018, UAE’s Abu Dhabi Global Market (ADGM) was one of the
first jurisdictions in the world to introduce and implement a comprehensive and transparent
regulatory framework for virtual asset activitiesis1. Henley Crypto Adoption Index in 2024
named UAE as a leading jurisdiction for crypto investors, ranking third in adoption rate with
only Singapore and Hong Kong ahead of it(71. More than 30% of its residents, roughly three
million people, have invested in cryptocurrenciesisy, (91.

Capitalizing on crypto growth drivers focusing on standout applications

As a key driver of the UAE's cryptocurrency landscape, government-led initiatives and
applications tied to nation’s digital strategy present promising opportunities for businesses.
One area where this becomes relevant is custodial services for digital assets. As crypto
market evolves, governments as well as private investors face increasing challenges to
ensure compliance and safeguarding assets. Solutions that bridge regulatory requirements
with practical adoption, such as secure storage and insurance-backed custodial services,
could attract interest from investors. Trading platforms are another area to consider. While
competition is intense, platforms that prioritize security and trust may find ways to
differentiate themselves. Payment solutions also show signs of traction, with players like and
Palazzo Versace Dubai accepting payment in cryptocurrencies, indicating early market
adoption and leaving room for further innovationiio, (111. Overall, the UAE’s focus on
developing its crypto ecosystem highlights areas where innovative services and investment
vehicles could gain attention. While the landscape is competitive and outcomes uncertain,
these sectors illustrate where practical challenges and emerging opportunities overlap,
making them worth observing.

When it comes to the market key players, venture capital firms like +VC and SC Ventures are
backing fintech startups in areas like digital banking, tokenization, and compliance(i2j, (131.
Hedge funds such as Nine Blocks focus on market-neutral and systematic strategiesii4).
Beyond investments, crypto exchanges play a central role in market activity. Binance has
recently deepened its ties with Abu Dhabi by Abu Dhabi-backed investment group MGX
making a 2 BUSD investment in Binance which by itself has set camp in the emirate couple of
years agoiis], while companies like Coinbase and OKX are expanding their footprintiie), (171. As
trading volumes rise, secure custody solutions have also gained traction, with institutional-
focused firms like Zodia Custody, backed by Standard Chartered, meeting this demandiis.
Additionally, a strong blockchain infrastructure supports the ecosystem’s growth. Platforms
like MidChains and global tech firm R3 are developing new applications for digital assetsi19],
[201. These companies are shaping the backbone of UAE’s digital asset landscape. Tying
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everything together, jurisdictions and hubs like DIFC and ADGM are formulating the legal
framework. DIFC innovation hub offering different support schemes, including a program in
partnership with Ripple to accelerate digital assets innovation, and ADGM Hub71 offering a
dedicated program to promote Web3 startup growthi21j, (221, [231.

The right jurisdiction to maximize benefit realization
Several jurisdictions within one country

Considering the market potential, selecting the right jurisdiction is important, and that is
even more important in the UAE where jurisdictions vary, and regulations continuously
evolve. Broadly speaking, the UAE cryptocurrency environment is governed by SCA
(Securities and Commodities Authority) though key exceptions exist. Notably, some of the
most attractive options are among these exceptions and many companies chose to obtain
their licenses from one of those highlighted below:

e Dubai is primarily regulated by VARA (Virtual Assets Regulatory Authority), except in
DIFC (Dubai International Financial Centre) which is governed independently by
DFSA (Dubai Financial Services Authority), while VARA is dedicated to virtual assets
regulation, DFSA serves as the overall regulator of DIFC, including
cryptocurrencies|24]

e ADGM (Abu Dhabi Global Market), located in Abu Dhabi (the capital of the UAE) has
its own independent regulator named FSRA (Financial Services Regulatory Authority)
which regulates all financial activities, including cryptocurrency

e Ras Al Khaimah Digital Assets Oasis is an emerging jurisdiction that is dedicated to
virtual assets, and is regulated by Ras Al Khaimah Digital Assets Oasis Authority
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Figure 1. lllustrative overview of cryptocurrency service provider jurisdictions in the UAE

Companies outside DIFC and ADGM are mostly following the regulations of SCA or VARA
(depending on their location) as RAK DAO is in the early years of development. While based
on the regulations published in 2022 onwards, the relationship between SCA and VARA was
established to some extent. It is worth mentioning that among all economic zones operating
under VARA and SCA, DWTC (Dubai World Trade Centre) has been historically a pioneer in

cryptocurrency. This, however, does not imply the existence of additional cryptocurrency
jurisdictions beyond those already mentioned. A similar approach is applied in the DMCC for
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blockchain-related activities. DMCC (The Dubai Multi Commaodities Centre) issues licenses
related to proprietary crypto mining and distributed ledger technology services. Depending
on their go-to-market strategy, companies may choose to operate from various locations. For
example, SMEs seeking blue oceans may prefer one jurisdiction while some large asset
managers and hedge funds may favor another with the presence of family offices and wealth
funds. Many companies looking for the right jurisdiction chose to go for ADGM or DIFC
because these two jurisdictions have independent regulators practicing common law and

offering progressive frameworks for activityi2sj, [26].
ADGM and DIFC - a closer look at two hubs positioned to serve businesses

ADGM started regulating virtual assets early in 2017 by publishing guidance on initial
coin/token offerings (ICOs) and virtual currenciesi27). The first key regulatory framework came
out a year after, named "Guidance on Regulation of Virtual Asset Activities in ADGM"[2s], [29].
This guidance allows four groups of digital assets to operate within ADGM: virtual assets,
digital securities, Fiat tokens, and derivates/funds. Throughout the year, other regulations
have been published to form the framework of digital assets or related activities, including "
Guidance on Regulation of Digital Security Offerings and Virtual Assets under the Financial
Services and Markets Regulations"(30) and "Distributed Ledger Technology Foundations
Regulations"31]. Being a global pioneer in regulating digital assets combined with a recent
surge in attraction of financial players from all around the world has enabled ADGM to
become one of the most attractive locations globally for institutional investors and asset/fund
managers seeking crypto market opportunities. Currently over 300 financial institutions,
including over 150 assets and fund managers are active in ADGM(321. Abu Dhabi, backed by
several sovereign wealth funds with a total AUM of around 1.7TUSDi33], has ambitious plans
to diversify the economy through strong collaboration with leading financial players. This
vision is being realized by creating an ecosystem in collaboration with key players such as
investors, crypto intermediaries and exchanges, and blockchain network participants.

DIFC started regulating crypto assets in 2021 by introducing an investment token regime
which was later further followed in 2022 by putting the crypto token regime into force and
amending the markets law of 2012(34], (351, (36], [37]. Another key milestone was the introduction
of digital assets law in which for the first time, legal characteristics of digital assets as a
matter of property law was set out in a comprehensive wayi3s], 39] Under the current DIFC
taxonomy, the token ecosystem is divided into three groups: 1) Investment tokens, 2) Crypto
tokens, and 3) Excluded tokensi4o1. DIFC's two-decades long history of hosting companies in
several sectors including financial sector, and introduction of a comprehensive regime has
enabled it to build a virtual asset ecosystem from different companies (including large
financial institutions, family companies, SMEs, and startups). Currently 7700 companies are
active in this district, including around 290 banking and capital market companies and 440
wealth and asset management companiesi411. The district hosts around 1400 companies in
fintech and innovation, making it a leading hub not only for large companies but also for
SMEs and startups. This approach is aligned with Dubai's long-standing presence as a
regional hub for trade and business, and its ambition to strengthen this position across
MEASA (Middle East, Africa, and South Asia).
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Challenges and considerations

Despite the UAE’s rapid development toward becoming a leading global hub for
cryptocurrencies, those seeking to operate in this space must be aware of potential
challenges that could impact their activities.

While the country is known for its regulatory pioneering in the crypto sector, having several
jurisdictions and various free zones with their own regimes, scopes, fees, and compliance
requirements could pose risks that should be mitigated through a thorough legal and
regulatory review process. Firms operating across emirates or offering services across
jurisdictions, and companies active in multiple parts of the cryptocurrency ecosystem should
ensure that they are aware of both short-term and long-term consequences of their market-
entry decisions, that also require keeping up with the latest requlatory developments. While
local regulations matter, cryptocurrency compliance is also shaped by global developments.
Rapid market growth and frequent changes in international standards mean that practices
considered compliant today could be questioned in the future. Meanwhile, geopolitical
tensions, sanctions, and cross-border legal uncertainties may impact market access, banking
relationships, and cross-border services.

Although the UAE was removed from the FATF grey list in 202442), this followed years of
scrutiny over gaps in anti-money laundering (AML) and counter-terror financing (CFT)
controls. The growth in cryptocurrencies due to the nature of these assets could bring risks
related to financial crimes. Hence, firms seeking to enter the market must build robust KYC,
transaction monitoring, reporting, and governance systems as regulatory enforcement and
fines can be severe. Also, the country's progress in enhancing financial transparency and
integrityi43) could result in a partial slow-down in the cryptocurrency growth due to
compliance requirements.

Finally, while cryptocurrency adoption and transaction volumes are growing rapidly in the
UAE, the investor base, both retail and institutional, remains relatively underdeveloped
compared to more established asset classes. Price volatility of many digital assets, lack of
deep or diversified liquidity pools, and limited availability of hedging and derivative
instruments can expose the customers to significant risk. While the UAE presents
opportunities, firms unfamiliar with digital assets should be mindful of the unique behaviors,
risks, and operational requirements that come with this asset class.
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