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1. Infroduction

The Non-Fungible Token (NFT) industry continues to evolve at a rapid pace,
with developments spanning across multiple sectors, including art, gaming,
fashion, real estate, and entertainment. This quarterly report examines

the most prominent players, technological advancements, regulatory
challenges, and key market trends shaping the NFT landscape from the
past quarter. Based on a thorough analysis of companies, government
bodies, initiatives, and market movements, the report aims to provide a
detailed overview of the state of the NFT industry, offering insights into its
current dynamics and future trajectory.

- art market. Or rather, the NFT market is an art
_ 4. Mmarket.” - Brian Frye, law professor and plaintiff
artist in the lawsuit against the SEC.

Q "No, it’s worse. The NFT market is identical to the

"The perceived value of digital art in mainstream
culture has been undermined by the speculative
NFT bubble of 2021 to 2022.” - Carlota Dochao
Naveira, co-founder of VIV Arts.

"We'll continue to see in the coming years an

~ |  explosion of creativity fueled by the boom of
“ generative Al and NFTs, and | have no doubt that
digital art will inevitably take a bigger place in the
traditional art world.” - Sebastien Borget, founder
of Artverse.
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2. Major NFT Market Players and
Platforms

2.1. OpenSea

OpenSea remains one of the most prominent NFT marketplaces in the
industry, but it has faced significant challenges this quarter. The company
received a Wells notice from the U.S. Securities and Exchange Commission
(SEC), marking a potentially pivotal moment for the industry, as it may lead
to regulatory actions that could redefine how NFTs are classified in terms
of securities law. OpenSea’s CEO, Devin Finzer, has committed to defending
the platform and supporting NFT creators, pledging S5 million in legal fees
to assist artists facing similar scrutiny. This legal battle will likely set a
precedent for other NFT marketplaces and creators, particularly in terms of
how NFT projects are marketed and sold.

"OpenSea has received a Wells Notice from the
. SECthreatening to sue us because they believe
NFTs on our platform are securities.”

"We’re committed to supporting creators in
navigating this requlatory landscape... We've
set aside $5 million to help NFT creators who
may face similar legal challenges, but we're also
prepared to stand up for OpenSea and fight if
needed.”

"By targeting NFTs, the SEC would stifle
innovation on an even broader scale: hundreds
of thousands of online artists and creatives are
at risk, and many do not have the resources

to defend themselves.” - Devin Finzer, CEO of
OpenSea.


https://marketsable.com

W MCII‘ketSAble_ Oon NFTs Report Q3/2024

*$5 million: Amount pledged by OpenSea to assist
NFT creators with legal fees.

*July 30, 2024: Date when attorneys representing
NFT creators sued the SEC.
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2.2. Blur

Emerging as a formidable competitor to OpenSea, Blur is gaining attention
for its focus on professional traders. With advanced tools, zero transaction
fees, and portfolio management features, Blur has been able to attract a
significant user base. Its innovative bid-to-earn programs and APl access
for high-frequency traders distinguish it from other platforms. Blur's rise
reflects the growing demand for more sophisticated NFT trading tools,
signaling a maturing NFT marketplace ecosystem.

2.3. Magic Eden

Magic Eden continues to dominate the Solana-based NFT market and

has gained further traction through collaborations with platforms like
Mocaverse. Magic Eden’'s multi-chain support, particularly for Bitcoin
Ordinals, has positioned it as a cross-chain powerhouse in the NFT
industry. Despite the overall decline in NFT sales volumes, Magic Eden has
maintained its competitive edge by adapting quickly to new blockchain
technologies and expanding its user base.

“"Even though the overall market has been a bit
soft, the year has been pretty good for Magic
Eden.”

"2024 has actually been our best year ever.” - Jack
Lu, CEO at Magic Eden
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*36.7%: Magic Eden’s market share of the total NFT
market.

2.4. Immutable

Immutable, the blockchain company behind the popular Immutable X
Marketplace, has made headlines with its decision to shut down the
platform to focus on ecosystem expansion. While the closure of the
marketplace signifies a strategic pivot, Immutable remains a key player in
the NFT and blockchain gaming sectors. With continued partnerships, such
as with Ubisoft and Aleph.im, Immutable’'s focus on decentralized gaming
economies will likely shape future developments in the NFT gaming space.

*$429 million: Lowest sales volume for NFTs
recorded in July 2024, reflecting the challenges
facing Immutable.

3. The Rise of NFT Applications in
Various Sectors

3.1. NFTs in Gaming

The gaming industry has increasingly adopted NFTs, offering players
unique digital assets with real-world value. This quarter saw significant
developments in this space:

Ubisoft launched its free NFT mint for Champions Tactics: Grimoria
Chronicles, marking another step in the company’s blockchain gaming
endeavors. While Ubisoft's previous NFT efforts, such as Ubisoft Quartz,
received backlash from gamers, the company’'s commitment to integrating
NFTs into its titles indicates a broader shift toward the mainstreaming of
NFT-based gaming economies.
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Hamster Kombat announced plans to integrate NFTs into its gaming
platform, aiming to expand beyond its Telegram-based origins and onboard
a billion users into the Web3 ecosystem. With plans for external payment
systems and new game releases, Hamster Kombat exemplifies the
potential for NFTs to transform not only in-game economies but also user
acquisition strategies for Web3 platforms.

*300 million: The number of players attracted by
Hamster Kombat on Telegram.

Adidas and STEPN announced a renewed partnership to release 1,000
Genesis Sneakers as exclusive digital collectibles on the STEPN GO
platform. With a focus on merging fitness and Web3, the collaboration is
designed to enhance user experiences by integrating fitness rewards with
NFT ownership, further blurring the line between digital assets and physical
activities. This partnership underscores the growing trend of using NFTs

to incentivize engagement and promote healthier lifestyles, while also
demonstrating the role of NFTs in expanding the Web3 ecosystem.

allows us to further integrate digital collectibles

%’ "This next phase of partnership with adidas
\"y and fitness rewards.” - Yawn Rong, Co-Founder at

3.2. Fashion and Luxury Goods

NFTs are transforming the fashion and luxury goods sector, offering new
ways to authenticate and sell exclusive items:

Glenfiddich Distillery, in collaboration with BlockBar, auctioned a rare 1985
single cask whisky as an NFT, further solidifying the intersection between
NFTs and luxury goods. The auction, which featured a starting price of
$750,000 to $1.2 million, highlights the potential for NFTs to authenticate
and add value to high-end, physical collectibles.
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*$750,000-$1.2 million: Starting auction price for
Glenfiddich’s 1985 cask whisky as an NFT.

*150: Estimated number of bottles yielded from
Glenfiddich’s rare 1985 cask.

Roksanda, Jonathan Simkhai, and Ben Sherman each launched NFT
collections that bridged the gap between fashion and the digital world.
These projects illustrate the growing trend of phygital (physical + digital)
collectibles, where buyers gain both a physical item and a corresponding
NFT, offering them exclusive access to future events or experiences.

3.3. Real Estate and Tokenized Assets

NFTs are now venturing into the real estate sector, with new applications
emerging around the tokenization of physical property:

The Lagos State Government in Nigeria has announced plans to tokenize
real estate through NFTs. This initiative, backed by a #&500 million budget,
aims to make property ownership more liquid by allowing fractional
ownership via NFTs. This move demonstrates how governments

are beginning to recognize the potential of blockchain technology in
transforming traditional industries, particularly in emerging markets.

On the technological front, Unique Network introduced NFT XCM, a cross-
chain NFT transfer technology that enables seamless movement between
different blockchain networks. This development could significantly
enhance the scalability and utility of NFTs in sectors like real estate, where
multiple chains and platforms are often used.

06


https://marketsable.com

Y MarketsAble.c: NFTs Report Q3/2024

07

4. Regulatory and Legal
Developments

4.1. SEC Crackdown on NFT Marketplaces and

Projects

Regulation is becoming a central theme in the NFT industry, as U.S.
government bodies like the SEC continue to scrutinize NFT projects and
platforms:

The Flyfish Club, led by entrepreneur Gary Vaynerchuk, was fined $750,000
by the SEC for selling unregistered crypto asset securities. The fine
exemplifies the risks faced by companies venturing into NFT-backed
ventures without adhering to securities laws. The SEC's enforcement
against Flyfish also included the destruction of remaining NFTs, signaling
the seriousness with which the SEC is approaching such cases.

Several NFT projects, such as Impact Theory and Stoner Cats, have faced
similar legal challenges, with the SEC increasingly classifying NFTs as
securities, which would subject them to strict regulatory requirements. This
trend has sparked lawsuits, such as the one initiated by artists Brian Frye
and Jonathan Mann, who are challenging the SEC's classification of NFTs,
arguing that they should not be subject to securities laws.

'~ "Should artists be forced to make public

" | disclosures about the 'risks’ of buying their art?”
| -Jonathan Mann, artist who commenced legal
action against the SEC.
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% "The SEC hasn’t been properly challenged... this

complaint puts the ball in the SEC’s court and
e € forces them to reckon with the implications of

their arguments.” - Brian L. Frye, law professor

and plaintiff in the lawsuit against the SEC.

"The SEC’s approach threatens the livelihoods of
artists and creators that are simply experimenting
with a novel, fast-growing technology or have
chosen it as their preferred medium.” - Jason
Gottlieb, attorney.

*$750,000: Fine imposed by the SEC on Flyfish Club
for selling unregistered crypto asset securities.
*1,600 NFTs: The number of NFTs sold by Flyfish
Club, raising $14.8 million from U.S. investors.

4.2. Implications of the OpenSea Wells Notice

The SEC’s ongoing scrutiny of OpenSea—the largest NFT marketplace—
could have profound implications for the entire NFT ecosystem. If OpenSea
is forced to register NFTs as securities, the operational and financial burden
on platforms and creators alike could stifle innovation and drastically

alter how NFT markets function. With multiple class-action lawsuits being
filed against the platform, such as the one by Florida residents, the case
represents a turning point in how NFTs are regulated moving forward.
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"We hope that the SEC will reconsider its
stance and approach this issue with the open-
mindedness it deserves.”

"Until then, OpenSea remains committed to
standing up for our vision of a better internet—one
that empowers individuals and fosters creativity,
rather than stifling it with unnecessary requlatory
burdens.” - Devin Finzer, CEO of OpenSea.

"We have reached the point where the SEC's
application of securities laws is so arbitrary and
unlawful that artists are compelled to sue the
SEC directly in order to protect their livelihoods.” -
Katherine Minarik, Chief Legal Officer at Uniswap
Labs

5. Market Performance and Trends

5.1. NFT Market Decline

This quarter saw a continued decline in NFT sales volumes across the
board. Monthly sales in August fell below $400 million for the first time

in 2024, and the number of transactions dropped by 26%. Despite these
declines, the market shows signs of recovery, as major platforms like
Ethereum, Solana, and Polygon continue to experience increases in buyer
and seller activity. Analysts believe that this trend signifies a consolidation
phase as speculative activity wanes, and the market shifts towards more
practical applications of NFT technology.

- *45%: Drop in sales volume in Q2 2024.
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*43%: Percentage of NFT investors currently
experiencing losses.

*44.5%: The average fall in investments for NFT
investors who are losing money.

*96%: Percentage of NFTs considered “dead”
according to the report.

5.2. Successful NFT Collections

Some NFT collections continue to perform well despite broader market
challenges:

Pudgy Penguins led daily NFT sales with over $1.714 million in transactions,
demonstrating the continued popularity of community-driven projects.
Similarly, Bored Ape Yacht Club (BAYC) and CryptoPunks remain dominant
in terms of their all-time sales volumes, despite recent fluctuations in their
secondary market prices.

Donald Trump’s NFT collections also garnered significant attention this
quarter. His latest release, the “America First Edition,” generated over $2.2
million in sales. While previous collections sold out quickly, the slower sales
of his latest release suggest that even high-profile NFT projects are not
immune to market fatigue.
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6. The Future of NFTs: Challenges and
Opportunities

6.1. Technological Innovations

The adoption of cross-chain technologies, like Unique Network's NFT
XCM, and the rise of decentralized gaming platforms, such as Ubisoft's
new blockchain initiatives, are paving the way for the next wave of
NFT innovations. These technologies are likely to improve scalability
and usability, opening up NFTs to wider audiences and more diverse
applications beyond digital art and collectibles.

- "This milestone represents not just technical

H progress but the unification of an ecosystem. NFTs
are no longer confined to one parachain; we’re
building a future where they can flow freely across
multiple chains.” - Alexander Mitrovich, CEO of
Unique Network.

"As we advance NFT XCM technical capabilities,
it’s critical to address the complexity and

w4 fragmentation within the ecosystem.” - Charu
Sethi, Chief Marketing Officer at Unique Network.
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6.2. Challenges Facing the Industry

Despite the promise of NFTs, the industry faces several key challenges,
including regulatory uncertainty, environmental concerns, and public
skepticism. Regulatory bodies, like the SEC, are increasingly viewing NFTs
as securities, which could lead to heavier restrictions. Additionally, the
environmental impact of minting NFTs on energy-intensive blockchains like
Ethereum continues to draw criticism from sustainability advocates.

Moreover, the market's reputation has been tarnished by scams, such

as the Trekki Project by Trip.com, which was abruptly shut down amid
community backlash and accusations of being a rug pull. Such incidents
underscore the need for better consumer protection mechanisms and
security measures in NFT marketplaces.

"Regulating NFTs makes about as much sense as
requlating the internet. It’s so broad, you need

to be more specific on what you aim to requlate

— payments, pornography, e-commerce? — it is
simply not productive.” - Oscar Franklin Tan, Chief
Legal Officer at Atlas Development.

"Bloated hype, scams and threat of bad actors
g almost snuffed out the industry the first time,
and developers will need to reinvent NFTs for its
original worth in creating trackable and tradeable
digital assets.” - Dave Catudal, Co-Founder at
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% "The dust has settled. NFTs are not just cool and

hypey anymore... Now we have to figure out
regulations and safety and publish books... We
have to do all the boring but necessary stuff.”
- Devang Thakkar, Global Head of Christie’s
Ventures.

7. Conclusion

The NFT industry continues to evolve, with both promising opportunities
and significant challenges ahead. As major players like OpenSea, Magic
Eden, Blur, and Immutable innovate and expand, the industry is gradually
maturing. However, regulatory challenges, market volatility, and growing
concerns around security and environmental sustainability remain critical
issues that must be addressed. Moving forward, the NFT space will likely
continue to consolidate, with a shift towards more practical applications,
cross-chain technologies, and stricter regulatory frameworks. This quarter
marks a period of adjustment, as both creators and platforms navigate the
complexities of an ever-changing landscape.
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8. Expert’s Insights

Aram Mughalyan
Co-Founder at Solidate

1. How do you foresee the evolving regulatory
landscape, particularly with the SEC's increasing
scrutiny, impacting the innovation and growth of the
NFT market over the next year?

The SEC’s increased scrutiny could slow innovation as platforms and
creators face new legal hurdles, which could be especially challenging for
smaller players. However, regulation may also boost trust in the space by
filtering out bad actors and protecting investors. While some regions may
see a slowdown, those with favorable policies could foster even greater
innovation.

Magomed Kurbaitaev
CEO and Founder at Gameplan

2. What role do you think emerging technologies,
such as cross-chain solutions and Al-generated
NFTs, will play in shaping the future applications and
~ scalability of NFTs in various industries?

Cross-chain solutions will make NFTs more versatile, allowing them to
move across different blockchains, while Al-generated NFTs will enable
personalized, dynamic digital content. Together, these technologies will
enhance scalability and unlock new use cases in gaming, fashion, and real
estate, driving broader adoption and new business models.
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Michael Shlayen
CEO and Founder at Blockchain Headhunter

3. With the NFT industry rapidly expanding into
areas like art, gaming, fashion, and real estate, what

are the most in-demand skills and expertise that
blockchain companies are seeking to build robust
NFT platforms and applications? Additionally, what
strategies should recruitment professionals employ
to effectively attract and retain top talent in these
specialized areas to support ongoing innovation and
growth in the NFT ecosystem?

From what we've observed, the NFT space is really valuing individuals

who bring strong technical skills, especially in areas like smart contract
development and blockchain architecture. Companies are looking for
people who not only understand the underlying technology but can also
adapt to the rapidly changing landscape. To attract such talent, it's crucial
for recruitment professionals to highlight the innovative projects and
cutting-edge technologies their companies are working with. Additionally,
offering opportunities for continuous learning and professional growth can
make positions more appealing, ensuring that top candidates see a clear
path for their career development within the organization.
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