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WHAT IS CRYPTOCURRENCY? 

A cryptocurrency is a digital or virtual 

currency that is secured by 

cryptography, which makes it all but 

impossible to counterfeit or double-

spend the currency. Many 

cryptocurrencies are decentralised 

networks based on blockchain 

technology; a distributed ledger 

enforced by a disparate network of 

computers. A defining feature of 

cryptocurrencies is that they are 

generally not issued by any central 

authority, rendering them theoretically 

immune to governmental interference 

or manipulation. 

IS CRYPTOCURRENCY TRADING 

PROHIBITED IN NIGERIA? 
 

Regarding the legality of 

cryptocurrency trading in Nigeria, the 

Central Bank of Nigeria (CBN) issued 

regulatory guidelines in January 2017 

that were further restated in February 

2021, wherein it was pronounced that 

banks and other financial institutions 

are prohibited from dealing in 

cryptocurrencies in Nigeria. However, 

our understanding is that trading in 

cryptocurrency has not been officially 

deemed as illegal and that the realm 

remains highly unregulated. More 

specifically, the particular 

cryptocurrency-related activities 

carried out by the user determine 

whether such use falls under the ambit 

of illegality.  

 

This position was strengthened by the 

Nigerian Federal High Court in its 

recent judgment in the case of CBN 
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Governor vs. Rise Vest Technologies 

Limited & Five Others. Here, Justice 

Taiwo of the Federal High Court stated 

the following:  

 

I have perused the counter affidavit of 

the Respondent and I see that the 

reason for freezing the account of the 

applicant is based on the alleged 

infraction of the circular of the CBN. The 

law is trite that any conduct that must 

be sanctioned must be expressly stated 

in a written law. Being unknown to law, 

circulars cannot create an offence 

because it was not shown to have been 

issued under an order, Act, Law or 

Statute. 

 

Hence, until there is a law expressly 

sanctioning trading in cryptocurrency, 

such activities cannot be deemed as 

illegal. 

 

On 14 September 2020, the Securities 

and Exchange Commission (SEC) issued 

a statement on the regulation of digital 

assets and their classification, which 

included cryptocurrencies. This 

statement appeared to be in direct 

opposition to the CBN’s statement 

released in January 2017, signalling a 

contradiction between the policies of 

the two regulators. However, in a 

further statement released on 11 

February 2021, the SEC stated that it 

would be partnering with the CBN to 

analyse the risk associated with the 

trading of cryptocurrency in view of 

creating regulations that would govern 

the cryptocurrency space in Nigeria. 

On reviewing the guidelines released 

by the two main regulatory agencies of 

the financial space in Nigeria, namely, 

the CBN and the SEC, we can 

categorically state that the trading of 

cryptocurrency has not been outlawed 

in Nigeria and remains largely 

unregulated. 

 

In its guidelines released on 14 

September 2020, the SEC stated that 

digital asset offerings provide 

alternative investment opportunities 

for the investing public, meaning it is 

essential to ensure that these offerings 

are operated in a manner that is 

consistent with investor protection, 

the interest of the public, market 

integrity and transparency. A number 

of countries are implementing 

mechanisms for the regulation of 

cryptocurrency within their territories. 

Here, the U.S Security and Exchange 

Commission (SEC) largely views 

cryptocurrency as a security, while the 

Commodity Futures Trading 

Commission (CFTC) refers to Bitcoin as 

a commodity and the Treasury labels it 

a currency. As such, the regulatory 

regime in the U.S provides that 

cryptocurrency exchanges fall under 
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the regulatory scope of the Bank 

Secrecy Act and must be registered 

with the Financial Crimes Enforcement 

Network (FINCEN). Meanwhile, the UK 

considers cryptocurrency as property 

and not legal tender, which is 

essentially the same classification 

proposed by the SEC in Nigeria, albeit 

that in the UK, cryptocurrency 

exchanges must be registered with the 

Financial Conduct Authority (FCA). 

 

 

THE SEC’S PROPOSED 

REGULATORY APPROACH TO 

CRYPTOCURRENCY TRADING 

The Investment and Securities Act 

(ISA) of 2007 confers the power on the 

SEC as the apex of the regulatory 

authority of the Nigerian capital 

market to regulate investment and 

securities activities in Nigeria. To this 

end, the SEC has formulated a three-

dimensional approach to the 

regulation, which revolves around 

safety, market deepening and 

providing specific solutions to specific 

problems. As such, the SEC can now 

regulate cryptocurrency investments 

when they fall into the category of 

securities transactions. 

 

The SEC also outlined ‘who’ and ‘what’ 

would be regulated. In terms of what 
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will be regulated, all virtual crypto 

assets are to be considered as 

securities unless proven otherwise by 

the sponsor or issuer of the said assets. 

The registration of the virtual asset will 

involve a two-step approach that 

includes an initial assessment filing to 

satisfy the burden of proof and 

appropriate filing for the registration 

of the digital asset. Meanwhile, all 

digital asset token offerings (DATOs), 

initial coin offerings (ICOs), security 

token ICOs and other blockchain-based 

assets offered within Nigeria or by 

Nigerian issuers/sponsors or foreign 

issuers targeting Nigerian investors are 

subject to SEC regulation. 

 

In terms of who will be regulated, any 

individual or corporate entity that 

partakes in any blockchain and virtual 

digital asset service must be registered 

by the SEC, after which they will be 

subject to the regulatory guidelines. 

Regarding the foreign investors and 

non-residential issuers or sponsors of 

blockchain and virtual digital assets in 

Nigeria, the SEC mandates that they 

must establish a branch office within 

the country, while this condition will 

not apply to a foreign issuer or sponsor 

who is a member of the International 

Organization of Securities Commission 

(IOSCO) or where a reciprocal 

agreement exists between Nigeria and 

the country of the foreign issuer or 

sponsor. 

 

What constitutes a crypto-asset under 

the SEC regulatory regime is ‘a digital 

representation of value that can be 

digitally traded and functions as (1) a 

medium of exchange and/or (2) a unit 

of account and/or (3) a store of value, 

but does not have legal tender status 

in any jurisdiction’.  

 In its document entitled ‘Statement on 

Digital Assets and Their Classification’, 

the SEC further categorised virtual 

digital assets as follows:  

i. Crypto-Assets: Non-fiat 

virtual currency is to be 

treated as a commodity if 

traded on a recognised 

investment exchange or 

issued as an investment. 

ii. Utility tokens or non-security 

tokens: Treated as 

commodities, while spot 

trading and transactions in 

utility tokens do not fall 

under SEC purview unless 

conducted on a recognised 

investment exchange. 

iii. Security tokens: Deemed to 

be securities pursuant to Part 

XVIII (315) of ISA 2007. 

iv. Derivatives and collective 

investment funds of crypto 

assets, security tokens and 

utility tokens: Regulated as 
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specified investments under 

the ISA and SEC rules and 

regulations. 

 

It can be deduced from the above that 

the SEC is actively taking steps to 

regulate the cryptocurrency market in 

view of providing a means of fostering 

all-round foreign investment. In fact, 

Nigeria is the second largest Bitcoin 

market in the world, with an estimated 

trading volume of over USD$ 500 

million in the last five years. As such, it 

is crucial that the CBN and SEC jointly 

provide an innovation-friendly 

regulatory framework and 

environment for the trading of 

cryptocurrencies and other digital 

assets, which would, in turn, generate 

revenue for the country and foster the 

influx of foreign investment. 

 

 

 

 

 

 

 

 

 

 

 

INTRODUCTION OF THE NEW 

eNAIRA BY THE CBN AND ITS 

EFFECT ON INVESTMENTS IN 

NIGERIA 

What is eNaira? 

In the regulatory guidelines released by 

the CBN on 25 October 2021, it is stated 

that eNaira is a digital form of the fiat 

Naira (i.e., physical Naira) that is 

regarded as legal tender under the 

CBN Act 2007 and The Banking and 

Other Financial Institutions Act 

(BOFIA), which empowers the CBN to 

be exclusively responsible for the 

minting, issuing, distributing, 

redeeming and destruction of the 
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eNaira. The CBN effectively launched 

the eNaira on 25 October 2021.  

 

The eNaira forms part of the Central-

Bank-issued digital currency (CBDC) 

and for the purpose of this project, the 

CBN will collaborate with Bitt.Inc, with 

the latter serving as the former’s 

technical partner. The eNaira will be 

administered by the CBN through the 

digital currency management system 

(DCMS).  

 

The eNaira is distinguishable from 

existing cryptocurrencies in that the 

latter are decentralised digital 

currencies stored in a ledger known as 

blockchain while the eNaira is a 

government-controlled digital 

currency. Meanwhile, the eNaira’s 

value will remain in line with that of the 

country’s fiat currency and is to be 

purchased by the general public 

through financial institutions and 

transferred into e-wallets maintained 

by the customers. 

 

According to the regulatory 

framework, there are five major 

participants in the operation of the 

eNaira: 

i. The CBN.  

ii. The licensed financial 

institutions, who are 

responsible for issuing eNaira 

to customers and merchants, 

monitoring digital 

transactions under their 

institution to ensure 

compliance with know your 

customer (KYC) and anti-

money laundering/combating 

the financing of terrorism 

(AML/CFT) requirements, and 

integrating the eNaira wallet 

feature into their digital 

banking channels.  

iii. Merchants and businesses, 

who are charged with the 

responsibility of providing an 

alternative channel for 

making transactions using 

the eNaira and the 

advertisement of the eNaira 

as a transaction payment 

option.   

iv. Ministries, departments and 

agencies (MDAs), who are 

now permitted to receive 

government revenue in 

eNaira and also make 

payments in the currency.  

v. The customers, who are the 

end-users of the eNaira and 

are charged with the 

responsibility of creating the 

eNaira wallets, funding the 

wallets and utilising the 

eNaira as an alternative 

payment method. 
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Meanwhile, the features of the newly 

released eNaira are as follows: 

1. Unified Payment System: 

Customers can now move 

money from their bank account 

to their eNaira wallet with ease. 

2. Contactless payment: 

Customers can make in-store 

payments using their eNaira 

wallet by scanning QR codes. 

3. Bank account management: 

Customers can monitor their 

eNaira wallet, check their 

balance and view their 

transaction history. 

4. Peer-to-peer payment: This 

allows users to send money to 

each other through a linked 

bank account. 

5. Sending/receiving money: 

Customers can now send and 

receive money faster, more 

easily and at a minimal cost. 

6. Verifying payments: Customers 

can verify their payments and 

check their transaction history 

anytime, anywhere. 

7. Financial institution 

transactions: Intra/inter financial 

institution transactions are not 

only possible but are faster and 

cheaper. 

The following four steps must be 

followed when signing up to use the 

eNaira:  

1. Download the eNaira Speed 

Wallet from the Google Play or 

Apple App stores. Users with 
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feature phones can also dial a 

USSD short code and follow the 

service prompts. 

2. Select the desired bank from the 

list of banks provided. 

3. Self-authentication through 

inputting the following details as 

exactly captured during BVN 

enrolment: first name, last 

name, date of birth, state of 

origin and email address. 

4. Fund the eNaira Speed Wallet 

via the selected online and 

mobile banking channel and 

start receiving, sending and 

managing the eNaira. 

 

In essence, the eNaira will serve as a 

catalyst for strengthening the Nigerian 

digital economy, while it will also 

augment the means of transaction 

payment, facilitate business operations 

in Nigeria, help in achieving a fully 

cashless economy and potentially 

strengthen the value of the Naira in the 

long term. However, certain issues 

remain that could hinder achieving the 

full potential of the eNaira, including 

issues that continue to plague Nigeria, 

such as the illiteracy among a large 

proportion of the population, 

inadequate power supplies, low levels 

of internet coverage and, perhaps 

most importantly, the volatility of the 

Naira.

For inquiries, please contact info@frawilliams.com. 

 

Authors 

 

 

 

 

  

 

 

 

 

Cyril Anichukwueze 

Senior Associate 

Titofunmi Joseph Taoreed 

Junior Associate 

Zevbokun Alade Williams 

Partner 

https://www.linkedin.com/company/chief-rotimi-williams-chambers-fra-law/
https://www.frawilliams.com/
https://www.linkedin.com/company/chief-rotimi-williams-chambers-fra-law/
https://www.frawilliams.com/
https://www.linkedin.com/company/chief-rotimi-williams-chambers-fra-law/
https://www.frawilliams.com/
https://www.linkedin.com/company/chief-rotimi-williams-chambers-fra-law/
https://www.frawilliams.com/
https://www.linkedin.com/company/chief-rotimi-williams-chambers-fra-law/
https://www.frawilliams.com/
mailto:info@frawilliams.com
https://www.linkedin.com/company/chief-rotimi-williams-chambers-fra-law/
https://www.frawilliams.com/
https://www.linkedin.com/company/chief-rotimi-williams-chambers-fra-law/
https://www.frawilliams.com/
https://www.linkedin.com/company/chief-rotimi-williams-chambers-fra-law/
https://www.frawilliams.com/
https://www.linkedin.com/company/chief-rotimi-williams-chambers-fra-law/
https://www.frawilliams.com/
https://www.linkedin.com/company/chief-rotimi-williams-chambers-fra-law/
https://www.frawilliams.com/
https://www.linkedin.com/company/chief-rotimi-williams-chambers-fra-law/
https://www.frawilliams.com/

