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As we approach 2025, crypto taxation is becoming a central focus for

investors, regulators, and governments worldwide. This report provides a high-
level overview of global crypto tax rates, both long-term and short-term, and
the influence of the Crypto-Asset Reporting Framework (CARF) on individual
tax responsibilities.

Crypto Tax Havens

Countries like the United Arab Emirates, Cayman Islands, Bermuda, and Switzerland have positioned
themselves as crypto tax havens, offering zero or minimal taxation on digital assets combined with
progressive regulatory environments.

High-Tax Nations with Long-Term Incentives

European countries such as Germany, Belgium, Malta or Cyprus impose steep taxes on short-term
crypto gains but reward patience with significant tax breaks for long-term holdings. This approach
encourages wealth building over speculative trading.

Strict Tax Regimes with Aggressive Enforcement

The US, India, Denmark, and Ireland exemplify countries with high tax rates on short-term and long-
term crypto gains. These nations prioritize robust enforcement and regulatory oversight, integrating
cryptocurrency taxation into their existing fiscal frameworks to ensure substantial contributions to
public revenue.

These categories reflect each nation’s economic strategies, regulatory philosophies, and stances on
technological advancement. For investors, this categorization provides a roadmap for navigating the
global crypto market’s tax implications.

The CARF Surprise: Shifting Responsibility to the Individual

Historically, financial institutions bore the brunt of regulatory compliance. They were the gatekeepers,
adhering to stringent Know Your Customer (KYC) and Anti-Money Laundering (AML) standards.
However, with the introduction of the Crypto-Asset Reporting Framework (CARF) by the OECD, a
paradigm shift is underway.

In 2026, CARF mandates that Crypto-Asset Service Providers (CASPs) in 48 countries collect and
report detailed information on crypto transactions. This data will be shared among international tax
authorities, ushering in an era of increased transparency.

Enhanced Accountability: With the introduction of decentralized financial services, it is no longer
possible to focus regulatory measures on (centralized) service providers alone. The individual investor
and trader must get involved to ensure legal compliance. The information reported under CARF is the
first part of the puzzle and opens the door to tracing the flow of assets on both centralized and
decentralized ledgers.
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https://web-archive.oecd.org/temp/2023-11-10/642426-crypto-asset-reporting-framework-and-amendments-to-the-common-reporting-standard.htm

Complexity Demands Expertise: The crypto ecosystem is intricate. Each transaction type carries
unique tax implications, from staking rewards and airdrops to liquidity mining and hard forks. Because
crypto is unpredictable, traditional valuation methods often fall short, making sophisticated tools and
professional advice essential.

Global Enforcement on the Rise: With CARF’s implementation, tax authorities worldwide will have the
means to identify and communicate unreported, taxable gains. Non-compliance isn’t just risky—it’s a
liability that could result in substantial penalties or legal action.

Embracing Compliance as a Strategic Advantage

Compliance is becoming a strategic asset for the industry. Investors need accessible resources to
understand their tax obligations fully. You can use advanced software to automate and simplify tax
reporting. These tools aggregate data from various sources, ensuring accuracy. You can also work
with tax professionals who specialize in cryptocurrency. Their expertise helps navigate complex tax
codes across jurisdictions. When dealing with this new asset class, staying on top of regulatory
frameworks and avoiding any pitfalls is essential.
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e Global average personal crypto tax rates are approximately 11.12% for long-term and 17.3% for
short-term crypto gains.

o = The United Arab Emirates (UAE) and B Switzerland remain premier destinations, with zero
personal income and capital gains tax on crypto gains.

e 88 The Cayman Islands and @&Bermuda are leading offshore financial centers offering zero tax on
cryptocurrency investments.

e = El Salvador offers zero taxes on Bitcoin activities, reinforcing its status as the first country to
adopt Bitcoin as legal tender.

e Leading in Asia, ¥ Singapore and B2 Hong Kong do not tax capital gains for individuals

. Countries like Vietnam and # China realize substantial crypto gains without tax liabilities,
forfeiting potential tax revenues.

e = The United States and = India might be able to collect hundreds of millions in taxes from
cryptocurrency gains, reflecting their robust enforcement and high tax rates.

e = Denmark, &= Iceland, and U1 [reland impose some of the highest personal crypto tax rates,
ranging from 33% to 53%.

» While many European countries have high crypto tax rates, nations like ® Germany, ¥ Belgium, =
Luxembourg, ‘® Malta, and v Cyprus offer tax incentives for long-term holdings.

e High taxes in countries like L France, €1 |taly, and B2 Spain may influence investors to seek more
tax-friendly jurisdictions.

e Governments strive to balance revenue generation with fostering a conducive environment for
crypto innovation.

e Regulatory clarity and international coordination are essential for promoting compliance and
preventing tax evasion in the global crypto market.

Zero Crypto Tax Countries — Highly Crypto-Positive

Where can you keep the lion’s share of your crypto gains in 20247 Are traditional tax havens still the
best bet, or are new players entering the scene?

As bitcoin continues its volatile journey, surging over 27% since early 2024, investors can be
increasingly caught off guard by unexpected tax liabilities. Now, more than ever, it’s crucial to
reevaluate the tax implications of your gains—or losses—as market dynamics shift.

The stalwarts of tax leniency are heading up the low crypto tax countries this year: the United Arab
Emirates (UAE), the Cayman Islands, Bermuda, Bahrain, and Switzerland. The UAE has become a
premier destination for crypto businesses and individual investors seeking zero taxation on crypto

gains. The nation’s progressive regulatory environment and zero-tax policy on crypto earnings make it
a magnet for blockchain entrepreneurs and traders alike.

Below is an overview highlighting key tax considerations and notable legislative developments.


https://blockchain.news/news/uae-strengthens-crypto-regulations-with-new-framework#:~:text=The%20UAE%20has%20announced%20a,in%20the%20virtual%20assets%20sector.

’ Bahrain

Bahrain continues solidifying its status as a crypto-friendly nation in the Middle East. Individuals have
no personal income tax or capital gains tax on cryptocurrency. The country’s regulatory framework
aims to attract fintech innovation, with the Central Bank of Bahrain issuing directives to support and
regulate crypto assets. In 2019, Bahrain introduced comprehensive regulations for crypto-asset
services, making it one of the first in the region to do so.

.\t’. Barbados

Barbados offers a favorable tax regime for cryptocurrency investors, with no capital gains tax on
crypto investments. Individuals can trade, hold, and sell cryptocurrencies without incurring tax
liabilities on the gains. The government’s open stance towards digital currencies and blockchain
technology positions Barbados as an attractive option for investors seeking both a tropical locale and
a tax-friendly environment. However, while capital gains are tax-free, other forms of income may be
subject to personal income tax at progressive rates ranging from 12.5% to 28.5%.

Bermuda

Bermuda maintains its reputation as a leading offshore financial center with progressive policies
towards cryptocurrencies. There is no income or capital gains tax on crypto investments for
individuals. The Bermuda government has proactively established a regulatory framework supporting
blockchain technology and digital assets, including introducing the Digital Asset Business Act 2018. In
2020, Bermuda advanced its crypto-friendly stance by accepting tax payments in USDC stablecoins.

Cayman Islands

The Cayman Islands remain a top destination for crypto investors and businesses seeking a zero-tax
jurisdiction with no income tax, capital gains tax, or corporate tax on crypto. Entities engaging in
crypto trading must be licensed under the Virtual Asset Service Provider (VASP) regime established by
the Cayman Islands Monetary Authority (CIMA). Introduced in 2020, the VASP framework ensures

compliance with international standards while maintaining the islands’ appeal as a tax-neutral
jurisdiction.

El Salvador

@

El Salvador made history in September 2021 by becoming the first country to adopt Bitcoin as legal
tender. The government offers zero taxes on Bitcoin-related activities, including trading and mining.
This bold move is part of President Nayib Bukele’s strategy to stimulate economic growth and attract
foreign investment. As a result of the Bitcoin Law, exchanges in Bitcoin are not subject to capital gains

tax.
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Hong Kong

Hong Kong has no capital gains tax on cryptocurrency investments for individuals. Profits from long-

term holdings are generally not taxed. However, if cryptocurrency trading is considered a business
activity, profits may be subject to Profits Tax at rates of 15% for unincorporated businesses and 16.5%
for corporations. The Inland Revenue Department (IRD) assesses tax liability based on factors like
trading frequency and intent. Hong Kong’s regulatory environment is evolving, with the Securities and
Futures Commission (SFC) implementing licensing requirements for crypto exchanges to enhance
oversight and investor protection.

€3 Malaysia

Malaysia offers a tax-friendly environment for casual cryptocurrency investors - no capital gains tax on
cryptocurrency earnings for individuals. This means that profits from the occasional sale of
cryptocurrencies are not subject to tax. However, if trading is considered frequent enough to
constitute a business, the profits may be subject to income tax under the Malaysian Income Tax Act
1967. The Inland Revenue Board of Malaysia has not issued specific guidelines on cryptocurrency
taxation, which means general tax principles apply.

w
E Panama

Panama operates a territorial tax system, where only income generated within the country is subject
to taxation. Cryptocurrency gains from foreign sources are not taxed, making it an attractive
destination for international investors. Panama has been working on integrating cryptocurrencies into
its financial system, with proposed legislation aimed at regulating and promoting the use of digital
currencies. In April 2022, the National Assembly passed a bill to regulate crypto assets, but the
president vetoed it for further refinement. The proposed law seeks to provide legal clarity and foster
innovation.

E Puerto Rico

Puerto Rico offers substantial tax incentives for individuals and businesses under Act 60, which

consolidates previous Acts 20 and 22. Bona fide residents can benefit from a 0% capital gains tax on

cryptocurrency earnings. To qualify, individuals must meet specific residency requirements and obtain
a decree from the Puerto Rico Department of Economic Development and Commerce. Additionally,
eligible businesses can enjoy a corporate tax rate of 4%. These incentives aim to attract high-net-
worth individuals and companies to the island. While Puerto Rico is a U.S. territory, it has a unique tax
status, and investors should carefully navigate the legal requirements to ensure compliance with both
Puerto Rican and U.S. tax laws.


https://coincub.com/countries/hong-kong
https://coincub.com/countries/malaysia
https://coincub.com/countries/panama
https://coincub.com/countries/puerto-rico
https://www.grantthornton.pr/globalassets/1.-member-firms/puerto-rico/insights/kevane-grant-thornton-puerto-rico-tax-and-incentives-guide-2020.pdf

Singapore

Singapore continues to be a global hub for cryptocurrency and blockchain innovation. The Inland
Revenue Authority of Singapore (IRAS) does not impose capital gains tax on cryptocurrency
transactions for individuals. Profits derived from long-term investment in cryptocurrencies are tax-
free. However, if an individual trades crypto frequently or operates a crypto-related business, the
income may be considered trading income and subject to income tax at progressive rates up to 22%.
The Payment Services Act 2019 regulates crypto businesses, ensuring a secure and compliant
ecosystem.

S
<@

Taiwan offers significant tax benefits for high-income individuals. There is a substantial tax-free

allowance of NT$6.7 million (approximately USD 184,800) per year. Personal income tax rates can
reach up to 40%, but overseas income is taxed at a flat rate of 20% beyond the allowance. This
structure is advantageous for investors with substantial foreign-sourced crypto income. Taiwan’s
Ministry of Finance has yet to issue comprehensive regulations on cryptocurrency taxation, but
general tax principles apply.

Turkey

Turkey currently does not impose taxes on cryptocurrency gains for individuals. The regulatory
environment remains uncertain, with the government expressing intentions to introduce regulations
and potential taxes on crypto assets. In April 2021, Turkey’s central bank banned the use of
cryptocurrencies for payments, citing risks associated with transactions. However, trading and holding
cryptocurrencies are still permitted. In 2022, discussions about taxing cryptocurrency gains emerged,
but no legislation has been enacted yet.

: United Arab Emirates (UAE)

The United Arab Emirates (UAE) continues to be a highly attractive destination for crypto investors

due to its favorable tax policies. There is no personal income tax or capital gains tax on cryptocurrency
gains for individuals. This includes profits from the sale, staking, or mining of cryptocurrencies.
However, on June 1, 2023, the UAE introduced a federal corporate tax regime, imposing a 9% tax on
taxable income exceeding AED 375,000 (USD 102,000), while income up to this threshold remains
taxed at 0%. This corporate tax primarily affects businesses, including those engaged in crypto-
related activities. The UAE also offers designated free zones, such as the Dubai Multi Commodities
Centre (DMCC), where companies can benefit from tax exemptions.


https://coincub.com/countries/singapore
https://coincub.com/countries/taiwan
https://coincub.com/countries/turkey
https://coincub.com/countries/UAE

mmmm Thailand

Thailand operates on a territorial tax system, which can provide tax benefits for foreign-sourced

income, including cryptocurrency gains. Foreign income is not taxable if not remitted into Thailand in

the same tax year it was earned. Investors who use foreign crypto exchanges and keep their earnings

offshore may legally minimize their tax liabilities. In March 2022, Thailand scrapped a

proposed 15% withholding tax on crypto transactions after public backlash and instead introduced tax

exemptions for crypto trading on authorized exchanges. Additionally, the Thai Revenue

Department provided an exemption on value-added tax (VAT) of 7% for crypto profits until December

31, 2023.

Countries with the Highest Crypto Tax Rates

Average personal crypto tax rates 2024

Blockpit

Denmark, Iceland, and Ireland lead with the highest crypto tax rates
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https://coincub.com/countries/thailand

The global long-term personal crypto tax rate averages* 11.12%, while the average short-term rate
averages 17.3%. However, several countries deviate significantly from these averages, imposing higher
tax rates or offering tax incentives for long-term holdings.

= = Denmark

Denmark has one of the highest personal crypto tax rates globally. Up to 53% of long-term and short-
term capital gains from cryptocurrency are taxed by the Danish Tax Agency. The Danish Tax Agency

treats cryptocurrency gains as personal income, subjecting them to the same progressive tax rates as
other forms of income. This high taxation level is consistent with Denmark’s overall approach to
income taxation, which is among the highest in the world.

A Iceland

Iceland imposes significant taxes on cryptocurrency gains, with long-term and short-term rates at
38.5%. The Icelandic government treats crypto assets similarly to other financial instruments, taxing
gains under capital income. Investors are required to report their crypto transactions, and failure to
comply can result in penalties. Like Denmark, the high tax rate aligns with Iceland’s progressive tax
system and commitment to social welfare funding.

l Ireland

Ireland has among the highest crypto tax rates, with both long-term and short-term gains taxed at
33%. Cryptocurrency transactions are subject to Capital Gains Tax (CGT) if they result in a profit.
Additionally, if crypto trading is considered a trade or business activity, income tax rates—which can
be higher—may apply.

In Ireland, the Central Bank maintains a cautious stance on cryptocurrencies. The Central Bank has

warned consumers about the risks associated with investing in digital assets, highlighting concerns
over volatility, lack of regulation, and potential for fraud. This negative outlook has influenced the
regulatory environment, making Ireland less favorable for crypto investors than other European
countries. The ongoing skepticism from the Central Bank may hinder the crypto industry's growth in
Ireland, affecting investors and companies interested in blockchain technologies.

>>} South Africa

South Africa regulates cryptocurrencies under the supervision of the South African Revenue Service

(SARS). Crypto gains are subject to taxation, with the rate depending on whether the gains are
revenue or capital. Individuals are taxed at an effective rate of up to 18% for capital gains. If the crypto
activities are considered trading or business operations, profits are added to taxable income and
taxed up to 45%. South Africa aims to integrate cryptocurrency taxation into its existing tax system.


https://coincub.com/countries/denmark
https://skat.dk/en-us/individuals/shares-and-securities/tax-on-cryptocurrency-know-the-rules-and-avoid-a-tax-bill/calculate-and-declare-gains-and-losses-on-cryptoassets
https://coincub.com/countries/iceland
https://coincub.com/countries/ireland
https://www.centralbank.ie/news/article/speech-technological-innovation-and-financial-regulation-a-maturing-relationship-remarks-by-gerry-cross-director-for-financial-regulation-policy-and-risk-29-may-2024#:~:text=It%20comes%20as%20no%20surprise,means%20of%20payment%20or%20exchange.
https://coincub.com/countries/south-africa

High Taxation in Europe But Tax
Breaks For Holders
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Many European countries impose relatively high taxes on cryptocurrency gains, but the old continent
has the most tax breaks for long-term hodling your bitcoin.

L1 France applies a flat tax rate of 30% on crypto gains

L1 ltaly taxes crypto gains at 26%, aligning with its capital gains tax rate on financial investments.

= Austria imposes a flat 27.5% tax on both long-term and short-term cryptocurrency gains, but
only when converting crypto to fiat currency, which benefits active traders.

E2 Spain taxes crypto gains at progressive rates ranging from 19% to 28%, depending on the
amount of profit.
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Tax Breaks for Long-Term Hodling

Some European countries provide tax incentives for long-term crypto investments to encourage
holding rather than frequent trading.

— Germany

Germany stands out by offering significant tax advantages for long-term cryptocurrency holders. While short-
term crypto gains are taxed up to 45% if assets are sold within one year, long-term holdings benefit from a 0%
tax rate. Profits are tax-free if an investor holds their crypto assets for over a year before selling or if the profit
is less than €1,000 from 2024. Cryptocurrency income is also tax-free if it is below the exemption limit of
€256.

' . Belgium

Belgium offers a nuanced approach to crypto taxation. For individuals, there is a 0% tax rate on long-term
capital gains from cryptocurrencies if the transactions are considered part of the normal management of
private assets (‘Bon pere de famille’ rule). However, short-term gains or speculative trading are taxed at a flat

rate of 33%. Professional traders or those whose crypto activities are deemed professional income may face
higher tax obligations. The Belgian system thus incentivizes casual investors and long-term holders.

s LUXembourg

In Luxembourg, long-term capital gains from cryptocurrency are tax-exempt if the assets are held for more
than six months, resulting in a 0% tax rate for qualifying long-term holdings. Short-term gains, where assets

are sold within six months, are taxed at progressive income tax rates, which is 42%.

|} Malta

Malta, known as “Blockchain Island,” offers a 0% tax rate on long-term capital gains from cryptocurrencies
held as an investment. However, if crypto transactions are considered trading activity or part of a business,
they may be subject to up to 35% tax rates.

@< Cyprus

Cyprus provides tax incentives for crypto investors by not imposing capital gains tax on profits from the sale
of crypto. Long-term holdings are, therefore, taxed at a 0% rate. However, short-term gains or income from
crypto trading may be subject to income tax at rates up to 35%.

i Croatia

Crypto assets held for over two years are exempt from tax in Croatia. Otherwise, when exchanging crypto-

assets for fiat currency, a capital gains tax of 12% applies. Exchanging crypto-assets for goods or services is
treated similarly to selling them for fiat currency, which may trigger capital gains tax under the same
conditions. If trading in crypto-assets is considered a professional activity—conducted continuously to
generate income—it may be taxed as self-employment income, with tax rates ranging from 15% to 35.4%
depending on the income level.
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Global Cryptocurrency Gains
Analysis

Understanding where cryptocurrency gains are most significant can provide insights into market
trends and help governments assess potential tax revenues. This chapter delves into data sourced
from Chainalysis’s 2023 report on cryptocurrency gains by country and insights from Blockpit.
Blockpits anonymized user data on average holding periods and realized gains per tax category over
past years. The realized cryptocurrency gains in billions of USD per country highlight potentially the

nations where crypto investors have profited the most.

Potential crypto tax 2023 Sk
In$ USD

@ Long term crypto tax @ Short term crypto tax
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https://www.chainalysis.com/blog/cryptocurrency-gains-by-country-2023/#:~:text=2023%20estimated%20total%20cryptocurrency%20gains,of%20%2437.6%20billion%20in%202023.
https://www.blockpit.io/

Significant Tax Revenues in High-Tax
Jurisdictions

e The United States, with the highest total gains and average tax rates of 17.5% (long-term) and
23.5% (short-term), could collect approximately $1.87 billion in tax revenues.

« India imposes a flat 30% tax on crypto gains, potentially generating over $300 million in tax
revenues last year.

e Japan, France, and Spain also have high tax rates and could collect substantial revenues from
crypto gains.

High Gains with Low or No Taxation

Countries with high crypto adoption and gains but low or no tax on crypto gains may forego significant
tax revenues. These nations might prioritize attracting crypto investment and fostering innovation over
immediate tax collection.

e Vietnam and China have realized crypto gains of over 1 Billion USD each but impose no tax on
these gains. Consequently, potential tax revenues from crypto gains are zero.

e Turkey and Argentina also report substantial gains but do not tax crypto earnings, resulting in no
direct tax revenue from these activities.

» Other countries that do not tax crypto gains, despite notable gains, include Thailand, Singapore,
Taiwan, the United Arab Emirates, Malaysia, Algeria, and Bangladesh.

Potential Crypto Tax 2023
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North America leads and could generate as much as $2.04 billion in crypto taxes, reflecting the
region’s high crypto adoption and stringent tax enforcement. Europe follows with $1.49 billion. Despite
diverse regulatory environments, Asia contributes $845.7 million, while South America, Africa, and
Oceania account for $254.1 million, $100.4 million, and $75.5 millio, respectively.

##= United States

The United States, with the highest total crypto gains of $9.36 billion (27.62% of global gains), imposes
average tax rates of 17.5% on long-term capital gains and 23.5% on short-term gains. These rates could yield
approximately $1.87 billion in tax revenues from cryptocurrency gains. The U.S. Internal Revenue Service (IRS)

actively enforces tax compliance, requiring individuals to report crypto transactions and treating

cryptocurrencies as property for tax purposes.

@® Japan

Japan has a well-established regulatory framework for cryptocurrencies, being one of the first countries to
recognize them legally and implement strict rules following Mt. Gox collapse. However, it imposes high taxes

on crypto earnings. Both long-term and short-term gains are taxed as “miscellaneous income,” with rates

ranging from 5% to 45%, depending on the total income bracket. For high-income individuals, an additional
local inhabitant tax of 10% may apply, bringing the total potential tax rate up to 55%. Japan realized crypto
gains of $800 million in 2023, which could result in significant tax revenues estimated at over $231 million.

B B France & __ Spain

France and Spain have substantial crypto gains of $720 million and $570 million, respectively. France imposes

a flat tax rate of 30% on cryptocurrency gains, potentially collecting around $208 million in tax revenue. Spain
applies tax rates ranging from 19% to 28% on crypto gains, which could yield approximately $123 million in tax
revenues.

Impact of Tax Policies

Countries with high crypto adoption and gains but low or no tax on crypto earnings may forego
significant tax revenues. Nations like Vietnam, Turkey, and Argentina might prioritize attracting crypto
investment, fostering technological innovation, and providing alternatives to unstable local currencies
over immediate tax collection. By offering tax incentives or maintaining low tax rates, these countries
aim to stimulate economic growth and position themselves as attractive destinations for crypto-
related businesses and investments.

However, the absence of taxation could also reflect challenges in establishing effective regulatory
frameworks and enforcing tax compliance. This situation may lead to missed opportunities for public
revenue. Conversely, countries with high tax rates on crypto gains, such as the United States and
India, prioritize tax collection, contributing significantly to national revenues. While this approach
ensures crypto investors contribute to public finances, it may also influence investor behavior. High
taxation could discourage investment, drive crypto activities underground, or push investors to
relocate to more tax-friendly jurisdictions, potentially impacting the country’s global competitiveness.
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Policy Considerations

e Balancing Act: Governments must balance generating tax revenue and fostering an environment
conducive to innovation and investment in the crypto sector.

e Regulatory Clarity: Clear and fair tax regulations can promote compliance and provide certainty for
investors, encouraging growth in the crypto industry.

 International Coordination: As cryptocurrencies operate globally, international cooperation is
essential to address tax evasion and regulatory arbitrage and to ensure a level playing field.

« Economic Strategy: Countries may choose tax policies that align with their broader economic
goals, whether it's attracting foreign investment, stimulating technological advancement, or
securing revenue for public spending.

Expected Changes in Crypto Taxation

The global approach to cryptocurrency taxation is set to undergo significant changes starting in 2025,
influenced heavily by international initiatives like the Crypto-Asset Reporting Framework (CARF) and

the Tax Administration for the Reporting of Crypto-Asset Activities (TARKA).

Developed by the Organisation for Economic Co-operation and Development (OECD), CARF aims to
enhance tax transparency and combat tax evasion by establishing a standardized global framework
for reporting crypto-asset transactions. TARKA complements this by facilitating cooperation among
tax authorities in the 48 participating countries.

Global Implementation of CARF and TARKA

As of 2024, 48 countries have committed to implementing CARF and TARKA. The frameworks require
Crypto-Asset Service Providers (CASPs) to collect and report detailed information on crypto
transactions, which will be shared among participating countries’ tax authorities. The Crypto-Asset
Reporting Framework (CARF) recent XML Schema is designed to capture detailed information about

crypto-asset transactions, service providers, and users to enhance tax transparency and combat tax
evasion.

Implications for Investors and CASPs

o Increased Reporting Requirements: CASPs (Crypto Asset Service Providers) will face stricter
reporting obligations, necessitating upgrades to compliance systems and protocols.

e Enhanced Tax Enforcement: Tax authorities will have more tools to identify and pursue unreported
crypto gains, leading to potential increases in audits and enforcement actions.

» Cross-Border Taxation Challenges: Investors engaging in international crypto transactions may
encounter more complex tax situations due to information sharing among countries.
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Portugal

Portugal had long been considered a crypto haven due to its 0% tax policy on individual cryptocurrency gains.
This attractive environment led to a substantial influx of crypto investors and companies, boosting the local
economy and causing unintended consequences. The surge of wealthy newcomers contributed to
skyrocketing property prices, particularly in major cities like Lisbon and Porto, leading to public backlash over
housing affordability and increased cost of living.

In response to these concerns, the Portuguese government proposed changes to its tax policies in

2023. The new policy introduces a capital gains tax of 28% on cryptocurrency profits held for less than
one year, aligning crypto assets with other forms of investment income. Long-term holdings exceeding
one year remain exempt from taxation, encouraging long-term investment over short-term speculation.

The government plans to implement the NHR 2.0 tax regime starting in 2025. This revised regime aims
to align cryptocurrency taxation with overall financial instruments further while giving special attention
to a new category of highly skilled immigrants. The NHR 2.0 offers tax incentives to attract
professionals in specific high-value-added activities, encouraging innovation and economic growth.
However, the new regime significantly increases the tax rate on pension income, potentially up to 53%,
reflecting a shift in focus toward productive economic contributions and addressing social equity
concerns.

-, India

In 2022, India imposed a 30% tax on cryptocurrency gains and a 1% Tax Deducted at Source (TDS) on all
crypto transactions. These stringent measures led to a significant drop in trading volumes on Indian
exchanges and raised concerns about stifling innovation in the crypto sector.

Recognizing the negative impact on the industry, discussions at the end of 2023 led to reassessing these tax
policies. Industry stakeholders have urged the government to reduce the TDS rate from 1% to 0.01%. This
adjustment aims to alleviate the financial burden on traders, improve liquidity, and encourage more active
participation in the crypto market. There are also proposals to introduce a progressive tax structure for crypto
gains, potentially lowering the tax rate for small investors and differentiating between long-term investments
and short-term trading profits.

‘@, SouthKorea

South Korea had planned to implement a 20% tax on cryptocurrency gains exceeding 2.5 million won
(approximately USD 2,100) starting in 2022. However, the government postponed the tax implementation

multiple times due to industry pushback and the need for a more robust regulatory framework.

As of October 2023, the South Korean government has further delayed the implementation of the crypto tax
until 2025. In the meantime, authorities are working on comprehensive regulations to govern the crypto
industry, including strict reporting requirements, anti-money laundering measures, and consumer protection
provisions. This aims to legitimize the crypto market while ensuring transparency and security for investors.
The ongoing delays have led to mixed reactions. Some in the crypto community appreciate the additional time
to prepare for the tax changes and the government’s efforts to create a comprehensive regulatory framework.
Others are concerned about the uncertainty and potential for sudden policy shifts in the future. Exchanges
and crypto service providers closely monitor the situation and adapt their operations accordingly.
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Conclusion

The 2024 Crypto Tax Report highlights a diverse global landscape where tax policies
significantly influence cryptocurrency investment strategies. Countries like the UAE,
Cayman Islands, and Bermuda are the most tax-efficient destinations, offering
zero taxes on crypto gains and robust regulatory support, attracting many
investors and businesses. Conversely, nations such as the United States and India
capitalize on high crypto gains by imposing substantial taxes, generating significant
public revenue but potentially deterring some investors.

European countries present a mixed scenario, with some offering favorable
conditions for long-term holdings while others maintain high tax rates that could
impact investor behavior. Overall, European countries tend to impose higher taxes
on cryptocurrency gains than the global average, reflecting their broader fiscal
policies. Investors should consider these tax implications when deciding where to
invest and how long to hold their crypto assets.
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Methodology

This report provides a high-level overview of cryptocurrency taxation policies across various
countries as of August 2024. Data was gathered from official government publications,
reputable financial news outlets, and expert analyses. Given the rapidly evolving nature of
cryptocurrency regulations, the information presented may change, and readers are advised to
consult professional tax advisors for the most current and personalized guidance.

Limitations of the Data

Estimations and Accuracy

e The realized gains are estimates based on available data and may not capture all crypto
activities, especially those on decentralized platforms or peer-to-peer transactions.

e The estimated tax revenues assume full compliance, which may not reflect actual tax
collection due to evasion or underreporting.

Variable Tax Compliance

Tax compliance varies significantly between countries and is influenced by enforcement
capabilities and cultural attitudes toward taxation.

Extrapolation Challenges

Applying average tax rates to national gains provides rough estimates and may not account for
individual circumstances, such as deductions, exemptions, or progressive tax brackets.

Disclaimer

This is not financial or tax advice. Coincub is an independent publisher. Its articles, interactive
tools and other content are provided to you for free, as self-help tools and for informational
purposes only. This space changes rapidly and evolving, so please make sure to do your own
research. Although we do our best to provide you the best information, we cannot guarantee the
accuracy or applicability of any information on this site or in regard to your individual
circumstances.
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