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What is the Context? and Regulatory Crossroads.

Cryptocurrency has long existed at the fringes of global finance, viewed with both fascination
and suspicion. For years, the U.S. financial system has wrestled with how to regulate digital
assets, caught between innovation and investor protection. The U.S. Securities and Exchange
Commission (SEC), America’s chief financial watchdog, has often argued that many
cryptocurrencies should be classified as securities, subject to strict disclosure and registration
requirements. By contrast, the Commodity Futures Trading Commission (CFTC) has tended to
view assets like Bitcoin and Ethereum as commodities. This divide has fueled years of legal
uncertainty, leaving investors, companies, and regulators in a tug-of-war over the future of

crypto.

In May 2024, however, a landmark decision shifted the narrative: the SEC approved the first
spot Exchange-Traded Funds (ETFs) for Ethereum. The term "spot" is the key distinction:
it means the fund holds the underlying asset—actual Ether—directly, mirroring its real-time
price, in contrast to futures ETFs which only hold derivative contracts. This move was not
merely a new financial product; it signaled a profound shift in U.S. financial law and the
mainstream arrival of Ethereum into the world of regulated investment.



What’s Happening? Bridging Crypto and Traditional Finance:
Explanation of ETF approval.

After years of resistance and repeated First-Day Inflows: Bitcoin vs Ethereum Spot ETFs
rejections, the SEC granted approval to
major  financial  firms  including
BlackRock and Fidelity to launch spot
Ethereum ETFs.
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ETFs directly hold Ethereum token. This
feature is the core value proposition for
traditional investors, as it provides
seamless exposure while dismantling the O Bitcoin ETFs (Jan 2024) Ethereum ETFs (May 2024)
key friction points of direct crypto

ownership.
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e First and foremost, the ETF structure solves the critical issue of security and
custody: Institutional firms take on the massive burden of securing the Ether, freeing
investors from managing complex private keys, guarding against digital theft, and
navigating specialized crypto wallets

e Secondly, it dramatically improves accessibility and regulatory compliance: ETF
shares trade easily in standard, familiar brokerage accounts and retirement funds
(401k/IRA). The fund issuer and broker handle all complex regulatory and tax
reporting, such as calculating cost basis for capital gains, which is essential for making
the asset viable for the vast majority of traditional investors

The decision followed a path similar to Bitcoin ETFs, which had been approved earlier in 2024.
after prolonged court battles. Within just one day of trading, Ethereum ETFs attracted more
than $100 million in inflows and generated over $1 billion in trading volume. Although
smaller than Bitcoin’s debut ($655 million inflows, $4.5 billion trading volume), the figures
highlight both strong investor appetite and Ethereum’s position as the second most important
cryptocurrency.

Critical Analysis

The approval of spot Ethereum ETFs has profound implications for both the commercial
market and the future of digital asset regulation.

Commercial Impact: Liquidity, Stability, and the Fee Battle

The introduction of spot Ethereum ETFs opens a new chapter for both institutional and retail
investors. It provides a safer, regulated, and accessible investment vehicle.



First-Day Trading Volume: Bitcoin vs Ethereum Spot
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Market Liquidity and Stability: The
institutional nature of the ETF acts as a
powerful channel. The resulting massive
influx of capital, which surpassed $14
billion in cumulative inflows shortly after
launch—directly translates to greater
market liquidity, allowing large transactions
with minimal price impact. This improved
liquidity, driven by long-term institutional
holders, inherently strengthens market
stability, mitigating the extreme volatility
typically associated with purely retail-
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driven crypto markets.

e Strengthening the Ecosystem: By increasing demand for the underlying asset, the ETFs
channel significant capital into the Ethereum ecosystem. This capital supports the network's
long-term security, encourages further development by core teams, and drives innovation
within decentralized applications (dApps) built on the platform.

Fees and Global Competition: While ETFs offer convenience, they impose a critical cost: the
management fee (expense ratio). This fee gradually reduces an investor’s net return,
particularly over long holding periods, relative to a zero-fee direct holder. This makes fee
competition a central battleground. BlackRock and Fidelity's initial 0.25% fee was undercut
by the Grayscale Mini Trust at 0.15%. This fee war is not just a domestic issue; it forces U.S.
issuers to align with or surpass the competitive fees offered by crypto ETPs already trading in

global markets like Europe and Canada to attract international capital.

Legal Impact: Commodity Classification and Investor Appeal.

The most significant implication is regulatory clarity. By approving spot Ethereum ETFs as
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“commodity-based trust shares,
commodity rather than a security.

De-Risking the Asset: This classification is
highly positive for investors and is a major
catalyst for demand. It suggests less regulatory
oversight by the SEC (compared to an asset
classified as a security), which is subject to
burdensome disclosure and registration
requirements. Commodity regulation under the
CFTC is widely seen as clearer and less
restrictive for the wunderlying asset. This
regulatory de-risking makes Ethereum far more
attractive to risk-averse institutional funds,
creating a massive new wave of institutional
demand that could, in turn, exert strong upward
pressure on the price.

the SEC has implicitly acknowledged Ethereum as a

SEC vs CFTC: Roles in Crypto Regulation

SEC (Securities and Exchange Commission)
- Oversees securities markets
- Protects investors
- Regulates disclosure & registration
- Historically argued many cryptos = securities - Considers Bitcoin & Ethereum = commodities

CFTC (Commodity Futures Trading Commission)
- Oversees commodity & derivatives markets
- Regulates futures, options, swaps
- Focused on preventing fraud & manipulation




Conclusion

The SEC’s approval of spot Ethereum ETFs is more than a financial milestone — it is a legal

and cultural one. By acknowledging Ethereum as a commodity and allowing it into regulated

investment products, U.S. regulators have effectively pulled crypto closer into the mainstream

financial system. This move not only legitimizes Ethereum but also sets the stage for future

crypto products, broader adoption, and potentially clearer global regulation.

For investors, policymakers, and innovators alike, this marks the beginning of a new era in

financial law, defined by institutional adoption and competitive pressure.

Broader Ripple Effects

For investors: ETFs may reduce volatility by bringing institutional money and long-
term holders, offering a more stable investment environment.

For regulators: The decision could accelerate congressional debates to clearly define
SEC and CFTC jurisdictions over digital assets.

Globally: Europe, Asia, and other jurisdictions may use this moment to push forward
their own crypto ETF approvals, intensifying competition to attract digital asset
investment.

Future products: The battleground has shifted to staking. While major U.S. funds still
await regulatory approval for staking, the successful launch of products like the REX-
Osprey™ ETH + Staking ETF under an alternative structure demonstrates the market
demand for yield-generating crypto ETFs.

Glossary of Commercial Terms

Exchange-Traded Fund (ETF): An investment fund that holds assets (like stocks or
crypto) and trades on a stock exchange, similar to shares.

Spot ETF: A type of ETF that directly holds the underlying asset (in this case,
Ethereum) to mirror its real-time price.

Futures ETF: An ETF that holds derivative contracts (futures) that bet on the future
price of an asset, rather than holding the asset itself.

Staking: Locking up cryptocurrency to help secure a blockchain and earn rewards. U.S.
Ethereum ETFs currently exclude staking.

SEC (Securities and Exchange Commission): U.S. regulator overseeing securities
markets and investor protection.

CFTC (Commodity Futures Trading Commission): U.S. regulator overseeing
commodities and derivatives markets.



Commodity vs. Security: Commodities (like gold or Ethereum) are basic goods traded
on markets; securities (like stocks) represent ownership or debt claims.

Liquidity: How easily can an asset be bought or sold without large price changes.
Volatility: The degree of fluctuation in an asset’s price.

Expense Ratio (Fees): The annual fee charged by a fund, expressed as a percentage of
the fund's assets, is deducted from the investor's return.



Sources:

Montague Law. (2024). Is crypto a security or commodity? The debate continues into 2024.
Retrieved from https://montague.law/blog/is-crypto-a-security-or-commodity/

Caldwell Law. (2024). Crypto regulation battle: Securities, commodities, or something
else? Retrieved from https://caldwelllaw.com/news/crypto-classification-securities-

commodities-currencies/

Merkle Science. (2024). CFTC vs. SEC: Navigating regulatory overlap in the crypto
market. Retrieved from https://www.merklescience.com/blog/cftc-vs-sec-navigating-
regulatory-overlap-in-the-crypto-market

The Fintech Times. (2024). Spot Ethereum ETF approval: How is this milestone different
to the Bitcoin ETF approval? Retrieved from https://thefintechtimes.com/spot-ethereum-
etf-approval-how-is-this-milestone-different-to-the-bitcoin-etf-approval/

Financial Content. (2025, September 17). Spot Bitcoin and Ethereum ETFs: A game
changer for institutional crypto adoption. Retrieved from
https://markets.financialcontent.com/stocks/article/marketminute-2025-9-17-spot-bitcoin-

and-ethereum-etfs-a-game-changer-for-institutional-crypto-adoption

iShares.  (2024). iShares Ethereum Trust ETF | ETHA. Retrieved from
https://www.ishares.com/us/products/337614/ishares-ethereum-trust-etf

City Matters. (2024). Ethereum spot ETFs gain SEC approval: Impact on the crypto
industry. Retrieved from Retrieved from https://www.citymatters.london/ethereum-spot-

etfs-gain-sec-approval-impact-on-the-crypto-industry/

101 Blockchains. (2024). Why are Ethereum ETFs so important? Retrieved from
https://101blockchains.com/importance-of-ethereum-etfs/

Investopedia. (2024). SEC approves standards that could lead to a flurry of new crypto
ETFs. Retrieved from https://www.investopedia.com/sec-approves-standards-that-could-
lead-to-a-flurry-of-new-crypto-etfs-11812612

Baker McKenzie. (2024). A regulatory turning point — What the SEC and CFTC's green
light means for spot crypto trading. Retrieved from
https://insightplus.bakermckenzie.com/bm/banking-finance 1/united-states-a-regulatory-

turning-point-what-the-sec-and-cftcs-green-light-means-for-spot-crypto-trading

Quartz. (2024). Investors poured more than $100 million in spot Ether ETFs in just one
day. Retrieved from https://qz.com/spot-ether-etfs-attracted-over-100-million-1851603424

BlackRock. (2024). iShares Bitcoin Trust ETF | IBIT. Retrieved from
https://www.blackrock.com/us/individual/products/333011/ishares-bitcoin-trust-etf

Coin telegraph. (2024). Is Ethereum a security, currency or commodity? Retrieved from
https://cointelegraph.com/learn/articles/is-ethereum-a-security-ccurrency-or-commodity



https://montague.law/blog/is-crypto-a-security-or-commodity/
https://caldwelllaw.com/news/crypto-classification-securities-commodities-currencies/
https://caldwelllaw.com/news/crypto-classification-securities-commodities-currencies/
https://www.merklescience.com/blog/cftc-vs-sec-navigating-regulatory-overlap-in-the-crypto-market
https://www.merklescience.com/blog/cftc-vs-sec-navigating-regulatory-overlap-in-the-crypto-market
https://thefintechtimes.com/spot-ethereum-etf-approval-how-is-this-milestone-different-to-the-bitcoin-etf-approval/
https://thefintechtimes.com/spot-ethereum-etf-approval-how-is-this-milestone-different-to-the-bitcoin-etf-approval/
https://markets.financialcontent.com/stocks/article/marketminute-2025-9-17-spot-bitcoin-and-ethereum-etfs-a-game-changer-for-institutional-crypto-adoption
https://markets.financialcontent.com/stocks/article/marketminute-2025-9-17-spot-bitcoin-and-ethereum-etfs-a-game-changer-for-institutional-crypto-adoption
https://www.ishares.com/us/products/337614/ishares-ethereum-trust-etf
https://www.citymatters.london/ethereum-spot-etfs-gain-sec-approval-impact-on-the-crypto-industry/
https://www.citymatters.london/ethereum-spot-etfs-gain-sec-approval-impact-on-the-crypto-industry/
https://101blockchains.com/importance-of-ethereum-etfs/
https://www.investopedia.com/sec-approves-standards-that-could-lead-to-a-flurry-of-new-crypto-etfs-11812612
https://www.investopedia.com/sec-approves-standards-that-could-lead-to-a-flurry-of-new-crypto-etfs-11812612
https://insightplus.bakermckenzie.com/bm/banking-finance_1/united-states-a-regulatory-turning-point-what-the-sec-and-cftcs-green-light-means-for-spot-crypto-trading
https://insightplus.bakermckenzie.com/bm/banking-finance_1/united-states-a-regulatory-turning-point-what-the-sec-and-cftcs-green-light-means-for-spot-crypto-trading
https://qz.com/spot-ether-etfs-attracted-over-100-million-1851603424
https://www.blackrock.com/us/individual/products/333011/ishares-bitcoin-trust-etf
https://cointelegraph.com/learn/articles/is-ethereum-a-security-ccurrency-or-commodity

