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Executive Summary

%  The UAE has established itself as a leading global destination for digital assets through clear, purpose-built
regulation that provides certainty for crypto markets, stablecoins, and digital financial services.

% By combining emirate-level crypto supervision with federal oversight of payments, securities, and
monetary policy, the UAE has created a coordinated regulatory model that balances innovation with
financial stability and investor protection.

% The integration of regulated stablecoins, the Digital Dirham CBDC initiative, and cross-border settlement
projects positions the UAE at the forefront of the transition from experimental digital assets to

institutional-scale digital finance.

Key Picture: The UAE’s Regulatory Architecture

Derivatives over the

DIFC Dubai Financial Crypto tokens The DFSA adopts a different approach depending
Services Authority (the | (including fiat crypto on whether the asset concerned is a crypto token,
“‘DFSA”) tokens) investment token, prohibited token or excluded
token. Cryptocurrencies such as BTC and fiat-
Investment tokens backed stablecoins are considered crypto tokens,
and a licence is required to conduct regulated
Prohibited tokens activities in relation to crypto tokens in or from the
DIFC. Such activities can only be conducted in
Excluded tokens relation to “Recognised Crypto Tokens™. As of the
date of this article, there are only three Recognised
Crypto Tokens, namely BTC, ETH and LTC.
ADGM Financial Services Virtual assets The FSRA adopts a different approach depending
Regulatory Authority on whether the asset concerned is a virtual asset,
(the “FSRA") Digital securities digital security, fiat token or derivative. Virtual
assets include non-fiat virtual currencies such as
Fiat tokens BTC, and a licence is required to conduct regulated

activities in relation to virtual assets by way of
business in the ADGM. Such activities can only be

above conducted in relation to “Accepted Virtual Assets”.

“Onshore UAE" | UAE CB Stored value facilities | A licence is required to issue or operate stored

(the UAE value facilities in Onshore UAE.

excluding the

2'[;‘3;)“" the Payment tokens A licence Is required to provide retail payment
(i.e., fiat-backed services, including such services related to
stablecoins) payment tokens, within Onshore UAE.

Onshore UAE SCA Virtual Assets A licence is required to conduct Virtual Asset
excluding stored value | Activities in Onshore UAE, except for the Emirate of
facilities and payment | Dubai, where a licence from VARA will likely be
tokens required instead. It is currently unclear how the

Decision interacts with the existing 2020 Crypto
Digital securities Regulation.
Digital commodity
contracts

Emirate of VARA Virtual Assets A licence is required to conduct certain regulated

Dubai (part of activities with respect to Virtual Assets in the

Onshore UAE) Emirate of Dubai. VARA has yet to publish its

substantive licencing regulations, though it is
expected to do so in early 2023.

Source: Simmons and Simmons
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UAE as the Global Attraction Point for Digital Assets

The United Arab Emirates (UAE) has rapidly emerged as a leading global destination for digital assets, driven by
clear regulatory initiatives, government-backed digital currency projects, and strategic infrastructure
development! that attract investors, businesses, and innovators?. The UAE was ranked among the top five global
crypto hubs for investors in 2025, reflecting favourable tax policies, strong government support, and a rapidly
expanding blockchain ecosystem.® Additionally, authorities have implemented bespoke legal frameworks for
virtual assets, including purpose-built regulators®, payment token frameworks®, and pilot central bank digital
currency systems®, all signalling the country’s ambition to be at the forefront of the digital finance revolution.

Regulatory Clarity as a Strategic Advantage: VARA and Federal Oversight

As mentioned, a defining feature of the UAE’s digital asset strategy is its bespoke regulatory architecture,
designed specifically for virtual assets rather than adapted from legacy financial regulation, which reduces
uncertainty for firms and investors.” Although digital asset regulation exists at the federal level, Dubai features
prominently because it has implemented the UAE’s most comprehensive, crypto-specific regulatory framework
through Dubai’s Virtual Assets Regulatory Authority (VARA). VARA was created to regulate virtual asset activities
in Dubai, including licensing and supervision of virtual asset service providers across key activities.®

VARA’s regulatory rulebooks establish a comprehensive, risk-based framework for Virtual Asset Service
Providers (VASPs) operating in Dubai. VARA's regulatory rulebooks primarily focus on licensing, regulating, and
supervising virtual asset activities in Dubai to ensure market integrity, robust AML/CFT and sanctions
compliance, prevention of market abuse and conflicts of interest, protection of investors and consumers, and
the promotion of transparency, accountability, and good governance.’ Thus, Dubai has clear, strict rules for
crypto businesses so companies and customers know who is allowed to operate, how they must behave, and
how people are protected.

This emirate-level framework operates within the UAE’s broader federal regulatory system. While VARA
provides crypto-specific supervision in Dubai, digital asset activity also sits within a wider federal regulatory
framework. At the federal level, oversight is shared between the Central Bank of the UAE (CBUAE)®¥ and the
Securities and Commodities Authority (SCA), reflecting a coordinated model in which payments/monetary and
securities/investment issues are supervised under distinct mandates.!!

Stablecoins and the Payment Token Services Regulation (PTSR): From Hype to Infrastructure

A major reason the UAE stands out is the Central Bank’s development of a stablecoin/payment-token framework
through the Payment Token Services Regulation (PTSR), which sets the rules and conditions for licensing and
registration of entities conducting payment token issuance, conversion, and custody/transfer in the UAE.22 The
PTSR sets requirements for authorisation, governance and compliance, treating payment tokens as regulated
financial activity rather than leaving stablecoin issuance in a grey zone.?

A key pillar is reserve integrity: dirham-referenced payment tokens must be backed on a 1:1 basis with
appropriate reserves, supporting redemption confidence and limiting systemic risk. Thus, a key pillar is reserve
integrity: dirham-referenced payment tokens must be backed on a 1:1 basis with appropriate reserves, with at
least half held as cash in UAE banks, supporting redemption confidence and limiting systemic risk.1* Unlike
cryptocurrencies like Bitcoin, which experience frequent price swings, stablecoins are designed to maintain a
consistent value, making them well-suited for payments, transfers, and settlement activities.®

The regulation also tightens the perimeter by prohibiting or restricting higher-risk models (including certain
unstable token designs), signalling a policy preference for transparency, prudential safety, and AML
robustness.'® Additionally, regulatory traction is increasingly visible through approvals for AED-linked stablecoin
initiatives by UAE financial institutions'’8, indicating that the framework is moving from policy to
implementation. Thus, this combination of clear legal classification, reserve discipline and licensing pathways
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makes the UAE especially attractive to payment firms and institutions that need regulatory certainty to scale
stablecoin-based rails.

Sovereign Digital Money and Global Connectivity: The Digital Dirham and Beyond

Alongside private digital assets, the UAE has pursued sovereign digital currency through the Digital Dirham
Central Bank Digital Currency (CBDC) initiative, framing CBDC development as part of a broader financial
infrastructure modernisation agenda.’® The Central Bank of the UAE (CBUAE) CBDC approach is commonly
described as an intermediated or two-tier model?® where regulated financial institutions distribute CBDC
services to end users, preserving the role of banks while enabling programmable settlement technology.?! In
simple terms, the central bank creates the digital dirham, but one can use it through one’s regular bank or
payment app, instead of dealing with the central bank directly.

The UAE has also been a participant in Project mBridge, a multi-CBDC initiative associated with the BIS
Innovation Hub and partner central banks, exploring cross-border wholesale CBDC settlement to improve speed,
cost, and transparency of international payments.?2 mBridge has involved real transaction experiments with
commercial banks using a shared platform?® for cross-border settlement, positioning the UAE at the centre of
emerging CBDC-enabled trade settlement corridors. Thus, the UAE is helping test a new system where countries
use digital versions of their own currencies to send money to each other faster, cheaper, and directly, without
relying on slow traditional banking networks.

As such, the UAE’s emergence as a global attraction point for digital assets is the result of deliberate regulatory
design, early institutional adoption, and integration into global digital currency infrastructure. By aligning crypto
regulation, stablecoin legislation, and sovereign digital currency development under a coherent policy vision,
the UAE has moved beyond experimentation toward the industrialisation of digital finance.
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