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DEFINING THE DIGITAL ASSET MARKET AND ITS TAX IMPLICATIONS

BU3HAYEHHS PUHKY [IU®POBUX AKTUBIB
TA IOTO MMOJATKOBUX HACJIIJIKIB

Abstract. The article defines the digital asset market as an economic ecosystem that includes participants, types of assets,
and transactions between them. The study outlines key issues in the taxation of crypto-asset transactions, including VAT, cor-
porate income tax, and personal income tax. Examples of activities that generate tax consequences are considered: exchange,
mining, staking, liquidity provision, lending, airdrops, and NFT transactions. It is determined that the decentralization and
global nature of the market complicate the control and fair valuation of assets, which creates challenges for tax authorities. The
article concludes that the digital asset market is reshaping the boundaries of traditional tax law. A coherent and internationally
aligned tax policy is required to ensure neutrality, administrability, and effective enforcement. Such a policy should reflect the
economic realities of decentralised ecosystems while providing clarity for taxpayers and regulators. Based on the results of the
study, it can be concluded that a coordinated tax policy is needed that can reflect the economic nature of digital ecosystems.
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Anomauisn. Bemyn. [1lsuokuii po3eumox O10K4elH-mexHono2it ma yu@dposux akmusié Cmeopus Hoge, CKIAOHe eKOHOMIYHE
cepedosuwye, ke 3a36unail HA3UBAIOMb PUHKOM Yugposux axmueis. Ha 6iominy 6i0 mpaduyitinux punKis, ys ekocucmema QyHk-
YIOHYE 8 OeyeHMpAni308aHoMy cepedosuwyi Oe3 KOpOOHis, Wo CMAsUms ni0 CyMHI8 3aCmapini nooamkosi Konyenyii. Biocymuicme
3A2aNbHONPUIHATNOLO BUSHAYEHHS YbO2O PUHKY NEPEUKOONCAE NOCTIO0BHOMY NOOATNKOBOMY Pe2yIO8ANHIO MA POPMYEAHHIO NO-
O0amkogoi nonimuxu. Memoio cmammi € 00TpyHmMy8anHsA KOHYENYii USHAYEHHS PUHKY YUPDPOBUX aKMUBIE K eKOCUCHeMU, KA
CKA0AEMBCA 3 YHACHUKIG, MUNIG YUPPOBUX AKMUBIE A MPAH3AKYIL, WO iX N0 A3VI0Mb, @ MAKOIC AHANI3 KIIOYOBUX NOOANKOBUX
Hacniokie maxoi cmpykmypu. Memoou. Jlocnioscenns basyemoca Ha 021a0i Haykogoi nimepamypu, 3eimie OECP ma IBFD, a ma-
Kodic ¢y0060i npakmuxu. Tlopienanvhutl ananiz 3acmocogyemovcs 0o pesicumy I1/[B, nodamky na npubymox nionpuemcme ma no-
damxy Ha 00x00uU Gi3uuHUX 0Ci6 0715 pi3HUX 6U0i6 OisLIbHOCMI 3 Yugposumu akmusamu. CmpyKmypHuLl aHaiiz BUKOPUCMOBYEMbCS
ona Kkaacugixayii KOMnoHeHmie puHKy ma ix 36’s3Ky 3 nodamkosumu Hacriokamu. Pesynemamu. Y cmammi punok yughposux
AKMUBIE BUZHAUEHO SIK MPUKOMNOHEHMHY eKOCUCTNEMY. YHacHUuKY (Pizuuni ocobu, bipoci, sanioamopu, pospoboruku, DAO mowo),
Yugpposi akmusu (Kpunmosaiomu, cmelOIKoiHU, MOKeHU YMUim ma YnpaeiinHsa, mokenu yinHux nanepie, NF'T) ma mpanzaxyii
(06MiH, MatiniHe, cmelKine, 3a0e3neuenHs ikiOHocmi, airdrops, kpedum, minmune/nepenpodaxc NFT). Bcmanosneno, wjo Kosicer
KOMNOHEHM CMEO0PIoe NOMEHYIIHO ONOOAMKO8Y8aHT NOOii, IKI He OXONLEH] MPUBIATLHUMU Memodamu onooamxyéants. CmocoeHo
maxux 6uoie disibHocmi, sik cmetixine ma cmeopennsi NFT, cmsienenns I[1/]B 3anuwiacmovcs Heu3HaueHUM, MAKOIC NOCMAE NPO-
Onema 8U3HAHHAM 00X00) OJisL CONIE MOKEHIB, 8UHA2OPOO 3a CMelKiHe ma airdrops, a 8UCOKA 6OLAMUNILHICMb YCKIIAOHIOE OYIHKY
01 NOOamKosux yineul, mooi K OeyeHmpanizayis Cmeoproe mpyoHowi 0Jis NPA8O3ACMOCY8aAnHA Ma I0eHMUMIKayii nIamHUKIe
nodamxis. Bucnosox. Obrpynmosano, wo puHoxk yugposux akmugie 3MiHIoe Medici mpaouyiiino2o noOAmKo8020 3aKOHOOABCMEA.
s 3abe3neuenHs HelumpanbHOCMI, AOMIHICIPYBAHHS MA eEeKMUBHO20 NPABO3ACMOCYBAHHS HEOOXIOHA MINCHAPOOHO Y3200X4Ce-
Ha nooamxoea nonimuxa. Taxa norimuka noguHHa 8i00OpaICaAMu eKOHOMIYHI peanii 0eyeHmpaniz0eanux ekocucmem, 3abesneqy-
104U BOOHOUAC ACHICMb OIS NIIAMHUKIG NOOAMKIE Ma pe2yiamopis.

Knrouosi cnosa: yugposi akmueu, ipmyanvhi akmueu, yuacHuku, mpansaxyii; onooamxyeanms; ITJB,; npubymox, NFT.

Statement of the problem. The rise of blockchain-
based technologies and virtual assets has produced a rap-
idly evolving economic environment commonly referred to
as the digital (virtual) asset market [7]. Unlike traditional
markets, this ecosystem operates in a borderless, decen-
tralised setting, creating significant regulatory — espe-
cially tax — challenges [2]. Despite its growth, a generally
accepted definition of the “digital asset market” remains
elusive [3]. This article seeks to provide a structural, con-
cept-driven definition and to outline key approaches to tax-
ing transactions within such a market [7].

Analysis of recent research and publications. Recent
literature has focused on classifying crypto-assets and map-
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ping regulatory/tax treatments across jurisdictions. Early tax-
law scholarship by Omri Marian [8] framed cryptocurrencies
as potential “super tax havens,” foregrounding enforcement,
information asymmetries and regulatory arbitrage — con-
cerns that continue to shape today’s cross-border tax debates.
Comprehensive tax and policy surveys by the OECD and
IBFD synthesise VAT and income-tax approaches and flag
persistent gaps for DeFi, staking and airdrops [6]. Building
on that agenda, Reuven S. Avi-Yonah (with co-authors) [9]
proposes lifecycle-based frameworks for taxing crypto-assets
and explicitly situates VAT issues in light of Skatteverket vs
David Hedqvist court case, linking doctrinal analysis to con-
crete events such as forks and airdrops.
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Proposals for crypto-asset taxonomies emphasise the
functional diversity of tokens (payment, utility, gover-
nance, securities-like) and the need for consistent cat-
egorisation across legal domains [3]. In economics and
market-design, Christian Catalini and Joshua Gans [10]
explain how blockchain changes verification and network-
ing costs — an angle that supports function-first taxonomies
while Jason Potts and collaborators (e.g., Davidson & De
Filippi) [11] analyse blockchain as institutional technol-
ogy, highlighting governance rights and network externali-
ties as tax-relevant features. Legal-theory work by Michele
Finck [12] maps the interaction between EU law and dis-
tributed ledgers, reinforcing the view that token classifi-
cation must be interoperable with privacy, consumer and
financial-markets regimes.

Within income-tax doctrine, scholars have parsed “cre-
ation vs. exchange” events: Abraham (Abe) Sutherland
[13] argues block rewards should not be treated as immedi-
ate income but taxed upon disposition, sharpening distinc-
tions that many administrations still blur when addressing
staking and validator yields. Allison Christians [14] con-
ceptualises protocol-level funding as “tax-like” within
crypto systems (“tax cryptographia”), a lens that helps dis-
tinguish endogenous issuance from bilateral consideration
useful for DeFi and governance tokens. Enforcement-and-
information scholars such as Shu-Yi Oei and Diane Ring
[15] connect crypto reporting, data mobility and interna-
tional cooperation to practical administrability of any clas-
sification adopted by legislators and courts.

On the regulatory architecture that surrounds these tax
questions, Dirk A. Zetzsche (with co-authors) [16] analy-
ses residual gaps after MiCA especially for DeFi, staking
and custody while the Arner—Barberis—Buckley FinTech/
RegTech literature [17] explains how technology-neutral
rules and supervisory tooling evolve alongside program-
mable finance. These streams together motivate taxonomy
that is stable across financial-regulation and tax contexts.

EU case law recognized the VAT exemption for fiat/
Bitcoin exchange (Skatteverket vs David Hedqvist court
case), which remains a doctrinal anchor in Europe, as sur-
veyed in recent VAT harmonisation work; by contrast, NFT
VAT characterisation is still in flux. Rita de la Feria [18] and
Georg Kofler [19] provide broader VAT foundations and
recent developments, while IBFD authors have proposed
differentiated NFT treatments depending on the underlying
supply and platform model. Broader policy guidance contin-
ues to evolve alongside technical architectures and market
practices [7]; for example, multilateral and private-sector
surveys (IMF working papers; global practitioner compari-
sons) document how rapidly positions on NFTs, staking and
cross-border reporting are changing a reminder that classifi-
cations should be function-based and technology-agnostic.

The purpose of the article. The purpose is to formu-
late a concise and operational definition of the digital asset
market as an ecosystem of participants, assets and trans-
actions; and analyse the principal tax consequences that
follow from this structure, with attention to VAT, corpo-
rate income tax, and personal income tax in representative
activities (exchange, mining, staking, liquidity provision,
credit/borrowing, airdrops, and NFT minting/resale).

Presentation of the main research material. Concep-
tual definition of the digital asset market.

The digital asset market is defined as an economic eco-
system consisting of participants, types of digital assets,

and transactions that link them. In this conception, the mar-
ket is not merely a technology stack but a multi-layered
socio-technical system of actors — exchanges, developers,
validators, investors, wallet and oracle providers, market
makers, DAO treasuries and other service organisations —
who collectively create, maintain, secure and use block-
chain infrastructure and the assets issued upon it. These
actors coordinate through protocols, interfaces and gover-
nance processes to originate assets, transfer and transform
them, and to absorb or supply risk and information. Partici-
pants therefore perform diverse transactions whose objects
are digital assets, while the architecture of protocols and
platforms organizes how those transactions clear, settle and
become economically final [7].

Digital assets themselves are functional instruments
rather than merely “tokens”: they carry distinct bundles of
rights and utilities — means of payment, stores of value,
governance entitlements, access or consumption rights in
a network, collateral and credit functions, or representa-
tion of off-chain property rights (e.g., claims on revenue
streams or unique digital objects). Their value emerges
from actual and expected use within networks: payments
require acceptors; governance requires voters; collaterali-
sation requires lenders and borrowers. Hence, assets derive
value from the behaviour of participants, while participants
can only execute strategies because assets exist and inter-
operate across protocols; both sides are bound together by
a web of transactions [3].

Transactions are the connective tissue of the ecosys-
tem. They include primary issuance and secondary trading;
simple transfers and complex smart-contract interactions;
custodial and non-custodial operations; bilateral order-book
trades and multilateral automated-market-maker (AMM)
swaps; staking, delegation and validator operations in PoS
systems; on-chain credit and collateral management; liquid-
ity provision and incentive harvesting; cross-chain bridging
and wrapping; governance voting and proposal execution;
as well as airdrops, forks and burns. Through these activi-
ties, assets move, transform and acquire economic utility
across platforms and protocols. The programmability of
smart contracts allows these transactions to be sequenced
and composed (“composability”), producing higher-order
financial and organisational behaviours that resemble, but
are not identical to, those found in traditional markets.

Because programmability and decentralisation are
native properties of blockchain systems, the structure of
the digital asset market echoes classical market theory —
actors, goods, exchanges, prices — yet departs from it in
decisive ways. First, exchanges can be software proto-
cols with no central operator; second, “goods” may be
natively digital and governed by code-based rules; third,
price discovery can occur in algorithmic pools as well as
limit-order books; fourth, settlement, custody and transfer
may be unified at the ledger layer rather than split across
institutions; and fifth, governance can be tokenised and
executed by distributed token-holder voting, rather than
delegated to corporate boards. These features reshape how
market power, information asymmetries and transaction
costs manifest — and how they are measured and regulated .

A system-level definition is therefore indispensable for
analysis. At the participant layer, it enables classification
of roles (users, professional traders, validators, develop-
ers, oracles, custodians, DAOs) and the mapping of incen-
tives (fees, inflationary rewards, governance influence,
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order-flow revenues). At the asset layer, it supports taxon-
omy by economic function (payment, utility, governance,
security-like, NFT/unique, stable) and by linkages to off-
chain rights or data. At the transaction layer, it provides
a coherent vocabulary for life-cycle events (mint/issue,
lock/unlock, swap, stake/unstake, borrow/repay, vote/
execute, bridge/wrap), for timing and finality (mempool
— inclusion — confirmation), and for cross-protocol inter-
dependence. This holistic frame allows consistent reason-
ing about externalities (e.g., oracle or bridge risks), mar-
ket microstructure (e.g., AMM price formation), and the
sources of liquidity and volatility that drive valuation [3].
From a legal and policy perspective, this definition is
decision-useful because it ties observable economic facts
to doctrinal categories. Identifying who acts (participants)
supports analysis of residence, nexus and regulatory
perimeter; identifying what is transacted (asset function
and rights) assists classification under financial, civil-law
and tax concepts; and identifying how it is transacted
(transaction form) anchors rules on timing, source, valu-
ation, consumption and potential VAT consequences. For
example, distinguishing between protocol-level rewards
(e.g., block or staking rewards) and bilateral exchanges
clarifies whether a flow resembles consideration for a ser-
vice or an endogenous issuance event; distinguishing cus-
todial from non-custodial arrangements clarifies the exis-
tence and location of intermediaries; distinguishing AMM
swaps from order-book trades informs the analysis of fees,
spreads and recognition events. In short, an ecosystemic
definition is the minimal scaffold upon which systematic
legal, economic and tax analysis of novel value-creation
and value-distribution mechanisms can be constructed [2].
Finally, the interdependence of components implies
dynamic feedback. Participant composition (retail vs. pro-
fessional liquidity), protocol design (fee structures, reward
schedules, governance mechanics), and asset properties
(volatility, redeemability, rights) influence one another

over time. Network effects and composability can accel-
erate adoption, while exogenous constraints (compliance,
market-data quality, off-chain enforceability of rights) can
limit it. Recognising these feedback loops is essential for
robust policy design: neutral, technology-agnostic rules
should be grounded in the economic substance of partici-
pants, assets and transactions, rather than in any transient
implementation detail of a given protocol.

Next, we will consider analyse each of the essential
components of the digital ecosystem in more depth. Table
1 presents a list of participants of the economic ecosystem,
as well as the functionality they perform. Description types
of digital assets are highlights in table 2.

Below are given the list of significant transactions link-
ing participants and types of digital assets.

Transactions (activities)

» Exchange (buy/sell/swap) on CEX/DEX — often trig-
gering capital gains or ordinary income.

* Mining (PoW) with block rewards/fees .

+ Staking (PoS) with periodic rewards that may be
treated as consideration for a service.

* Liquidity provision (e.g., to Uniswap/Curve) in
exchange for fee income and/or incentives.

* Airdrops (gratuitous token allocations) often taxed at
fair market value upon receipt.

*+ Credit/borrowing via DeFi protocols, collateralised
or not.

* NFT minting and resale, including platform fees and
potential royalty streams.

Core tax issues. Uncertainty persists around whether
mining, staking and NFT creation amount to taxable sup-
plies for VAT purposes [2]. EU case law (Skatteverket vs
David Hedqvist court case) treated fiat/Bitcoin exchange
as VAT-exempt, but the VAT treatment of NFTs is unsettled
and may depend on the substance of the supply and platform
model [4]. Staking rewards can be viewed as consideration
for a service (potential VAT exposure), while creators sell-

Table 1

Participant of the economic ecosystem

Participant

Description/ function

Individuals

holding/using digital assets for investment, savings, payments or dApp
participation

Centralised exchanges (CEX) (e.g., Binance, Coinbase)

facilitating exchange and custody

Decentralised exchanges (DEX) (e.g., Uniswap)

enabling trustless swaps via smart contracts

Miners/validators

ensuring consensus and security in PoW/PoS networks

Protocol developers

creating and maintaining blockchain and DeFi infrastructures

Liquidity providers/market

makers supplying liquidity to pools or orderbooks

Wallet providers

offering software/hardware access and control for users

DAOs governing treasuries

upgrades and investment strategies through token-based voting

Source: [2; 3; 6, 7] and author s experience

Table 2

Types of digital assets (objects)

Type

Description/ function

Cryptocurrencies (Bitcoin, Ethereum)

as decentralised payment/store-of-value media

Stablecoins (e.g., USDC)

pegged to fiat for price stability, used in payments and DeFi

Utility tokens

providing access/fee payment/in-protocol incentives (e.g., BNB)

Governance tokens

granting voting rights in protocols/DAOs

Security tokens

representing equity/debt-like claims typically engaging securities laws

NFTs

unique tokens representing digital property; used in gaming, art, music and identity

Source: [2; 3; 5; 7] and author s experience
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ing digital art NFTs on platforms like OpenSea may face
distinct VAT outcomes by jurisdiction [6]. Recognition/
timing, source of income and nexus rules are central. DAO
income (protocol fees, staking services) without a legal
entity challenges classic residence/PE concepts; smart con-
tracts lack physical presence, complicating profit allocation
and enforcement [7]. Swaps and rewards (staking, airdrops)
raise questions of when and how income crystallises. Air-
dropped tokens may be taxed at fair value on receipt not-
withstanding thin liquidity. Token-to-token swaps can create
realisation events even without conversion to fiat.

High volatility hinders fair-value measurement for tax
bases. NFT results may differ depending on ETH-fiat rates

on trade dates. Stablecoin transactions reduce but do not
eliminate valuation issues. Decentralisation/global reach
complicate tracing and information exchange; wallet pro-
viders and protocol developers may fall outside standard
KYC/AML perimeters.

Conclusions. The digital asset market — defined as an
ecosystem of participants, assets and transactions — pushes
the limits of traditional tax systems. Existing rules do not
yet fully reflect the economic realities of decentralised
networks, and regulators continue to articulate responses.
A coherent tax policy aligned with the structure and prin-
ciples of the digital-asset ecosystem is needed to ensure
neutrality, administrability and international compatibility.
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