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Financial inclusion is one of the most significant economic challenges Emerg-

ing Markets (EM) face. The digital asset ecosystem, which is rapidly taking shape 

across EM, seeks to fix or improve existing issues within the current financial system. 

Today’s centralized financial system makes it difficult to move accounts, is inefficient 

for cross-border settlement, lacks interoperability between applications and compa-

nies, lacks transparency, and has left roughly 1.7 billion people unbanked.1 The need 

for financial inclusion, transparency, convenience, and cybersecurity will continue to 

drive faster adoption of digital assets in EM versus Developed Markets (DM).

As regulation starts to take shape, we expect the growing digital asset ecosystem 

in many EM countries to bring significant benefits. Decentralized Finance (DeFi) 

transforms and increases blockchain use-cases from simply mining and transacting 

towards globally accessible services like savings, lending, insurance, and eventual 

non-financial services via smart contract execution. These services can enable 

greater financial inclusion and banking penetration, and may reduce transaction costs 

that have prevented many people in EM economies from greater participation in the 

formal economy.

Decentralized Finance (DeFi) is 

a financial system that operates 

without the need for centralized 

financial institutions. DeFi utilizes 

smart contracts on blockchains 

to offer traditional financial instru-

ments. These products are open 

to anyone to use, rather than 

going through middlemen like 

brokerages and banks.

1World Bank, 2017. 
2World Pay, The Global Payment Report, 2021. 

Financial inclusion represents a key driver for economic growth across 
Emerging Markets (EM). From the micro side, it empowers individuals and 
companies to establish credit, borrow, and invest. On the macro side, it 
formalizes economies, improves tax collections, may reduce fiscal deficits, 
and it improves country credit profiles.

Digital Asset Adoption 
in Emerging Markets

EM vs. DM Adoption?

According to the International Monetary Fund (IMF), unsound macroeconomic policies 

and inefficient payment systems have helped drive cryptocurrency adoption in EM. 

These are the same drivers that have typically fueled “dollarization” (when the US dollar 

(USD) is used instead of or in addition to a domestic currency) in EM. Cash usage 

throughout the global economy also continued to decrease, with global cash use down 

32% since 2019 to only 20.5% of point of sales (POS) transactions in 2020.2 Digital 

asset adoption can help improve record-keeping, transparency, and tax collections. 
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3World Bank, Findex Database, 2017. 
4HSBC, November 2021.
5 TechCrunch, How Emerging Markets are Approaching 
Crypto, January 2021.

Furthermore, digital assets can give users access to less expensive overseas 

remittances, help previously unbanked users build credit, and allow for direct 

lending without high fees. In EM, where consumers are typically younger and more 

tech-savvy, users that grow up using digital assets will have different consumption 

habits versus older generations. In many ways, these EM consumers may leapfrog 

their DM peers with respect to digital asset banking services as EM governments are 

increasingly supportive of improving their payment systems.

Global cryptocurrency 
adoption jumped by 

from June 2020 to June 
2021. Vietnam, India, 
Pakistan and Nigeria 
are the fastest digital 
asset adopters.

Nigeria

In Nigeria, where formal banking penetration is only about 40%3 and remittance flows 

make up 6% of Gross Domestic Product (GDP),4 peer-to-peer bitcoin trades reached 

$357 million5 in 2020. On October 25, 2021, Nigeria officially launched the eNaira, 

becoming the first African country to launch a Central Bank Digital Currency (CBDC). 

The Central Bank of Nigeria hopes that the eNaira will help improve the Government’s 

ability to deliver targeted social assistance, boost diaspora remittances through formal 

channels, and improve the effectiveness of its monetary policy. Nigeria is leveraging its 

existing identity infrastructure based on national identity numbers (NIN) and bank 

verification numbers (BVN) to establish wallets on the eNaira platform. Any non-

banked users only need a telephone number and a verified NIN to create a digital 

wallet, significantly reducing obstacles to formally joining the economy. 
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6 OECD and National Institute of Staistics and Geography 
(INEGI): Competition Policy in the Mexican Grocery Retail 
Industry, 2019

7GSMA Intelligence, December 2020.

Mexico

In Mexico, where food retail trade is still 50% informal6 and smartphone adoption 

has surpassed 70%,7 Walmex (Walmart Mexico), the largest retailer in the country, is 

building out its digital ecosystems to boost sales, both online and in stores. Walmex 

provides users access to the digital economy through low price reliable internet 

service and encourages loyalty by rewarding customers with free data for shopping at 

Walmex. In the US, Walmart recently announced plans for 8,000 bitcoin ATMs given 

the potential for retail adoption from those without bank accounts. The lessons 

learned from the US roll-out could provide valuable insight into the opportunities at 

Walmex to further build out their digital ecosystem, especially given their advance-

ments with Cashi, their online payments platform. 

Brazil

Brazil’s Central Bank launched a real-time national digital payment system called PIX 

in November 2020. PIX allows users to send or receive payments via QR code or 

instant payment, which only requires the receiver’s phone number, name, or tax 

number. Today, over 62% of the country’s adult population use the PIX system. The 

Central Bank hopes PIX will help increase competition and therefore reduce fees 

charged from traditional banks. In 2022, Brazil plans to launch a CBDC pilot with a full 

official roll-out in 2024. We expect more Central Banks to follow suit as CBDC’s could 

increase cross-border payment speed and make post-trade infrastructure more 

efficient. However, careful consideration is needed to prevent bank runs (i.e. deposi-

tors withdrawing money simultaneously based on fears of insolvency) and to maintain 

financial stability. 

Regulatory Risks

Although we are excited by the prospects for greater financial inclusion, transparency, 

and efficiency, the growth of digital assets in EM will come with inherent risks. In 

particular, a lack of Know Your Customer (KYC) protocols, high price volatility, illicit 

activity, and regulatory headwinds remain the biggest hurdles for faster adoption. 

2020 Digital Payment 

Transactions: Brazil 1.3 

Billion vs. US 1.2 Billion. 

Brazil’s Digital Payments 

grew 

in 2020 vs. 41% globally 
Source: ACI Worldwide, October 2021.

58%
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8 Citi Research: Global Financial Insights: 
“Ethereum 101,” May 2021.

9 Elliptic: Financial Crime Typologies in Cryptoassets, 
December 2020.

Historically, the public image of digital assets has been subject to negative headlines 

concerning the ecological impact and criminal uses. However, the digital asset 

industry has changed markedly in the last decade. While some users complain about 

the high energy intensiveness of digital asset technology, a transition from proof of 

work to proof of stake validators could drive a 2,000x increase in energy efficiency or 

a 99.95% decrease in total energy used.8 In 2020, illicit digital asset transactions 

declined to less than 1% of total transactions from over 35% in 2012.9 We expect 

regulatory risks will remain a headwind in the short term but should eventually 

become a tailwind for more rapid adoption as consumers learn to trust the underlying 

technology behind digital assets given future Government approval and backing. 

We have seen regulation as a headwind in China, where the government banned 

digital asset mining and declared all cryptocurrency transactions illegal. However, we 

are encouraged to see China’s progress toward a digital Yuan as China’s Central 

Bank moves to become the largest EM country to launch a CBDC. Other core EM 

countries like Russia, Brazil and Mexico are also making substantial progress on their 

own pilot CBDC programs. Conversely, DM Central Banks are moving much slower to 

design effective CBDCs in order to ensure they get their regulatory framework right to 

maintain financial system stability and prevent bank runs. 

Next Revolution

As EM central banks move towards digital currencies, financial inclusion tends to 

improve and costs should decline. We are excited by the many opportunities for 

growth ahead. As we saw with the adoption of the internet and how it revolutionized 

the commerce industry, we hope to see parallels with the development and adoption 

of digital assets in the coming years, especially in areas of finance that remain plagued 

by trust, cost, and efficiency issues.

In 2020, illicit digital asset 

transactions declined to 

of total transactions 

from over 35% in 2021.

1%less 
than

*terawatt-hours
Source: Mirae Asset, as of January 3, 2022.

Bitcoin vs Ethereum

BITCOIN ETHEREUM

Supply Cap 21 million 18 million per year

Circulation Supply 18.9 million 119 million

Market Value 884.7 billion 451.4 billion

Transactions per Second 5-7 10-15

Block Time 10 minutes 10-20 seconds

Algorithm Proof of Work Proof of Work/Stake

Application Decentralized Payments DApps, Non-fungible token (NFT), DeFi

Energy Consumption 131 TWh* per year 51 TWh per year
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BITCOIN: Bitcoin was created in 2008 and 
first used in 2009 to make decentralized and 
anonymous peer-to-peer (P2P) payments. It 
is a payments network built on a distributed 
database with many nodes, each of which 
has a copy of the database, i.e., ledger, and 
adds transaction details to this database after 
the network agrees upon it. 

ETHEREUM: Launched in 2015, Ethereum is 
also built on blockchain technology but differs 
from Bitcoin in that it allows users to create 
decentralized applications on top of the 
Ethereum platform. Emilio Frangella, a 
full-stack Blockchain developer at AAVE, 
explains it, “the Bitcoin blockchain is a 
distributed ledger of spreadsheets shared 
between multiple computers whereas 
Ethereum is the same spreadsheet but with 
macros embedded to allow programmability.”  
Ethereum hosts over 2,800 decentralized 
applications (dapps), ~80% of total dapps, 
with a total value locked in DeFi contracts of 
roughly $63 billion. 

AUTOMATED MARKET MAKERS (AMM): 
AMM support the DeFi ecosystem by acting 
as decentralized exchange protocols which 
rely on algorithms to price assets using smart 
contracts. AMM differ from traditional 
exchanges that depend on an order book and 
a market of buyers and sellers as they do not 
need a counterparty.

DECENTRALIZED BORROWING & LENDING: 
These platforms allow businesses/individuals 
to offer/take loans on the Ethereum block-
chain without the need for an intermediary. 
Typically, users can lend crypto assets to 
earn interest (APR), with most borrowing 
done for margin trading, but growing use 
cases include real estate tokenization. 

CENTRAL BANK DIGITAL CURRENCIES 
(CBDCS): Central Banks around the world, 
representing 90% of global GDP, are 
researching CBDCs as governments and 
regulators aim to resolve some of the KYC 
issues with digital assets and mitigate 
potential bank runs, taxation and liability, all 
while maintaining central bank monetary 
policy control. As the world moves towards 
cashless payments, CBDCs can bring lower 
costs than printing, be tracked across wallets, 
and help maintain monetary policy control. 

STABLE COINS: Stable coins are tokens that 
are pegged to a fiat currency, like the USD, 
and backed by fiat currencies or assets. The 
top six by market value have reached $115 
billion with $2.8 trillion in transaction volume 
in the first half of 2021. These tokens aim to 
eliminate volatility and act as a store of value 
and a medium of exchange. However, not all 
stable coins are backed 1:1 with USD but 
rather use reserves such as commercial paper 
or corporate debt to provide additional yield. 

NON-FUNGIBLE TOKENS (NFTS): These are 
digital assets (e.g. videos, audio, files) 
created on the blockchain, which provides 
immutable and transparent record, and 
enable connections between creators and 
fans. NFT sales climbed to $3 billion in 
August 2021 from $250 million in 2020. 
NFTs can be used in place of deeds or titles 
to demonstrate ownership without middle-
men or fees. NFTs with smart contracts 
embedded in them could provide a perpetual 
royalty stream for the original creator, like a 
percentage of each time an NFT is sold.

10 Citi Research: Global Financial Insights: “Ethereum 101,” 
May 2021.

11 Bank of America, Digital Assets Primer: “Only the first 
inning,” October 2021.

12Bank of America, October 2021.

Digital Assets 101: Definitions
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Important Information and Definitions
Top 10 holdings % of the Emerging Market Great Consumer Fund, as of date 12/31/2021: Li Ning Company Limited (7.59%), BYD Company Limited (7.32%), 
NAVER Corp. (5.06%), Alibaba Group Holding Ltd. (3.88%), Kakao Corp. (3.73%), PT Bank Central Asia Tbk (3.67%), HDFC Bank Limited (3.43%), Midea Group 
Co. Ltd. (2.91%), Tencent Holdings Ltd. (2.82%), LG Household & Health Care Ltd (2.81%). Holdings are subject to change at any time. 
Automated Market Makers, Decentralized Borrowing & Lending and Central Bank Digital Currency (CBDC)  — Digital asset trading platforms and 
DeFi arrangements present risks of particular focus to the agencies, and most notably to the SEC and CFTC. Among others, these risks include: Risks of fraud, 
misappropriation, and conflicts of interest, including those arising from misleading disclosures to the market, misuse of inside information, and manipulative 
trading activities; Risk as a result of digital asset trading platforms’ non-compliance with applicable regulations; Market integrity risks as a result of manipulative 
or deceptive trading activity on unsupervised trading venues. DeFi lending volumes could ultimately lead to increased contagion risks between digital assets. 
This could also occur because of automated liquidations that materialize if the collateral provided drops below a predetermined value. Smart contract risks (such 
as bugs in the code) could also lead to losses for users. Digital payment system, CBDC is vulnerable to cyber security attack, account and data breaches and 
theft, counterfeiting. 
Bitcoin — Digital currency such as Bitcoin is not legal tender. No law requires companies or individuals to accept bitcoins as a form of payment. Instead, Bitcoin 
use is limited to businesses and individuals that are willing to accept bitcoins. If no one accepts bitcoins, bitcoins will become worthless. Platforms that buy and 
sell bitcoins can be hacked, and some have failed. In addition, like the platforms themselves, digital wallets can be hacked. As a result, consumers can—and 
have—lost money.
Blockchain — The risks associated with blockchain technology may not emerge until the technology is widely used. Blockchain systems could be vulnerable to 
fraud, particularly if a significant minority of participants colluded to defraud the rest. 
Cryptocurrencies — are nontraditional assets and a potential shareholder’s ability to evaluate the performance of cryptocurrencies be limited. Digital assets, 
represented on a decentralized public transaction ledger that is maintained by an open source protocol, are substantively different from traditional assets and 
investments 
Ethereum — Investing in virtual currencies can take many forms: you can purchase coins in the hope they will appreciate, or invest in platforms that facilitate 
blockchain technology and other aspects of the virtual currency revolution and hope they succeed. Doing so carries significant risk. Only invest what you can 
afford to lose, and be aware that you may lose some or all of your investment. 
Non-Fungible Tokens (NFTs)  — There can be no guarantee that a company’s activities in the NFT ecosystem will become significant for the company or that 
its economic fortunes will be tied to such activities in the future. 
Stablecoins — Stablecoins share many of the same risks associated with other cryptocurrencies, including those related to cybersecurity and regulatory 
uncertainty. In addition, certain stablecoins may present enhanced cybersecurity risks in comparison to traditional digital assets (for instance, when the safe 
storage of other digital assets creates the basis for the value of a stablecoin), as well as when algorithms are used to maintain the value of the stablecoin. May 
also carry potential risks concerning how any reserve assets backing the stablecoin are held and maintained. Accordingly, it is worth doing some research 
about the company, its history and principals and, to the extent possible, find reliable information on how collateral associated with a stablecoin is held and what 
safeguards are in place to verify a stablecoin’s value. 
The Fund does not invest directly into digital assets discussed and it is not part of the Fund’s investment strategy or objective.
The views and information discussed in this brochure are subject to change and may not reflect the current views of the writer(s). The views expressed represent 
an assessment of market conditions at a specific point in time, are opinions only and should not be relied upon as investment advice regarding a particular 
investment or markets in general. Such information does not constitute a recommendation to buy or sell specific securities or investment vehicles. It should not 
be assumed that any investment will be profitable or will equal the performance of the portfolios or any securities or any sectors mentioned herein. The subject 
matter contained herein has been derived from several sources believed to be reliable and accurate at the time of compilation..
Central Bank Digital Currency (CBDC) is the virtual form of a country’s currency, it is issued and regulated by a nation’s monetary authority or central bank.
Cross-border Settlement is a securities settlement that takes place in a country other than the country in which one or both counterparties are located.
Cryptocurrency is a form of digital asset based on a network that is distributed across a large number of computers.
Diaspora Remittances is money sent by a person in a foreign land to his or her home country.
Digital Asset is an asset that is issued and transferred using distributed ledger or blockchain technology.
Dollarization is the total monetary or market value of all the finished goods and services produced within a country’s borders in a specific time period.
Gross Domestic Product (GDP) is a form of digital asset
Past performance is no guarantee of future results.
Investment Risk — There can be no guarantee that any investment strategy (risk management or otherwise) will be successful. All investing involves risk, 
including the potential of loss of principal.
Emerging Markets Risk — The risks of foreign investments are typically greater in less developed countries, which are sometimes referred to as emerging 
markets. For example, legal, political and economic structures in these countries may be changing rapidly, which can cause instability and greater risk of loss. 
These countries are also more likely to experience higher levels of inflation, deflation or currency devaluation, which could hurt their economies and securities 
markets. For these and other reasons, investments in emerging markets are often considered speculative. Similarly, investors are also subject to foreign securi-
ties risks including, but not limited to, the fact that foreign investments may be subject to different and in some circumstances less stringent regulatory and 
disclosure standards than US investments.
Market Disruption and Geopolitical Risk  — Geopolitical and other events, including war, terrorism, economic uncertainty, trade disputes, natural and 
environmental disasters, systemic market dislocations, public health crises and related geopolitical events have led, and in the future may lead, to increased 
market volatility, which may disrupt U.S. and world economies and markets and may have significant adverse direct or indirect effects on the value of a Fund 
and its investments.
An investor should consider the Fund’s investment objectives, risks, charges and expenses carefully before investing. This and other important 
information about the investment company can be found in the Fund’s prospectus and summary prospectus. To obtain a prospectus or summary 
prospectus, please contact your financial advisor or call (888) 335-3417. Please read the prospectus carefully before investing.
Mirae Asset Global Investments (USA) LLC is the investment advisor for the Mirae Asset Discovery Funds. The Mirae Asset Discovery Funds are distributed by Funds 
Distributor, LLC. Mirae Asset Emerging Market Specialists are registered representatives associated with Funds Distributor, LLC which is not affiliated with Mirae 
Asset Global Investments (USA) LLC or its affiliates.
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