
What to Know about ICOs

What is an Initial 
Coin Offering?

individual, group of individuals or orga-

project. Most ICO’s involve projects 
that are at the “idea” stage and in many 
instances may lack a prototype or “real 

ICO, promoters create a new virtual 
“coin” or “token,” which is then sold 

-

or Canadian dollar or Mexican peso.

The facts and circumstances of each ICO 

the coins or tokens in the ICO must be 

sales only to accredited investors, or 
those with net worth of more than $1 

dealing with promoters who claim their 

investors should ask whether the “coins” 

regulators. If properly registered in the 

Commission’s online EDGAR system. 
Also, virtual “coins” or “tokens” con-

be licensed or registered with securi-

background of those selling “coins” and 

 

While some may tout ICOs as a new 
form of crowdfunding, it is important to 

must comply with the requirements of 

understand that an ICO should not to be 

to undergo a very rigorous and robust 
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What Types of Coins or Tokens are There?
In an ICO, promoters generally create a new virtual “coin” or  

 enable the holder to exchange the coin for a good 
or service in the future.

Equity tokens
ownership of the underlying venture.

The regulatory treatment of tokens is evolving. Equity tokens are 
-

it is planned to be traded on anexchange, it may also fall under 

What is Blockchain Technology?
Many of the projects for which tokens are issued seek to lever-

-

duplicated on many computers connected on a network. 

A blockchain has no central authority to maintain and update 

network that uses cryptographic techniques to ensure entries in 

are added to the blockchain “ledger.”

A r e  Y o u  A n  I n f o r m e d  I n v e s t o r ?

To learn more, contact the  New Jersey Bureau of Securities

www.njsecurities.gov I 973-504-3600 I email: njbos@dca.lps.state.nj.us



Considerations for Investors
Investors should be aware of the following risks when consider-

: There is a real risk that the ICO you 
are considering is a fraud. Federal and state regulators are daily 
uncovering new scams involving these products. Here are two 

• Scammers create a fake ICO and simply steal investors’ money, 
either outright or through a Ponzi-style prolonged investment 
scheme. 

•
into paying them instead of the company behind the ICO.

. If a “token” or “coin” does not 

where third-party custodians hold investors’ funds, “coins” or 
“tokens” created for an ICO may be held in an encrypted “wal-

or access. Because ICOs are conducted over the internet, the 
promoters could be anywhere in the world, greatly increasing 
the risk that you will be unable to recover any losses.

Lack of Disclosure. Individuals launching an ICO usually do so 
through their own websites or through various online blockchain 

laws. Instead, the promoters behind an ICO may include a “white 
paper” describing the project and their goals on a website cre-

Unproven projects
most ICOs are at the “idea” stage and usually not implemented 

-
ated in 2017 failed, and more than half of these unsuccessful 

Unclear terms. What an investor actually receives when pur-
chasing a coin or token varies greatly from ICO to ICO. Some ICO 

-

Lack of liquidity -
pants that they can sell their “coins” or “tokens” on a second-

the exchanges are not registered, they will not provide investor 

listed on an exchange.

: The value of the token could swing up or down 

Lack of liquidity
token at a favorable price.

How do investors protect themselves? 
. ICOs are not the 

. Don’t assume all ICOs are the same or have 
the same terms. 

Research the ICO on the web
as reddit.com, bitcointalk.org. Research the individuals behind 

Focus on the token features. Consider whether the token has 
any value outside of the ICO. Also consider whether the tokens 
can be traded on virtual currency exchanges. This could help de-
termine whether you will be able to convert the tokens to cash.

Watch for scams.  Individuals could organize a pump-and-dump 
scheme to urge investors to buy into the ICO, promote it to 

devalued tokens.

Don’t be star struck. -

the deal fast.

Think with your head, not your heart

right for me?”

  

The Bottom Line:

The New Jersey Bureau of Securities (“Bureau”) is charged with protecting investors from investment fraud, and regulating the 
securities industry in New Jersey. In addition to bringing investigative and enforcement actions against �rms or individuals who 
violate the New Jersey Uniform Securities Law and Regulations, the Bureau registers securities o�ered or sold in New Jersey and 
oversees the �rms and individuals selling securities or providing investment advice to New Jersey residents. Through its Investor 
Education initiative, the Bureau also helps New Jersey residents become informed investors and promotes �nancial literacy.

T h e  N e w  J e r s e y  B u r e a u  o f  S e c u r i t i e s

New Jersey Bureau of Securities at 973-504-3600 or email:  
njbos@dca.lps.state.nj.us with 


