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Abstract

ICO (initial coin offering), an essential financing channel for
Block-chain startups in China, enjoyed rapid growth in 2017.
However, in September 2017, the People’s Bank of China and other
seven State Ministries jointly stated that ICO became the channel for
illegal financings. Regulators command that all virtual currency
exchanges be shut down by end of September. In this report, we
study the most important characteristics of ICO behaviors in China,
and we provide explanations for strict ICO regulation policies in
China. We find that ICO programs in China indeed carry substantial
risks, such as fraud and money laundering. Chinese authorities have
been strengthening supervision on financial risks, especially on
pseudo-innovation such as ICO.
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