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The number of Metaverse companies have grown at 29% CAGR, or 193% YoY

• The Metaverse is more of a concept than 

actuality, at this point in time 
 

• Challenges to overcome include safety and 

data privacy, centralisation, poor 

interoperability, regional fragmentation, 

and user risks 

 

• Bull case = open, interoperable, user-

owned, global fully functioning economy 
 
This report is cautiously optimistic about what 
the Metaverse could become. But questions 
and critiques are raised about how it could 
affect people, economies, and businesses. And 
highlights the problems and challenges that 
the Metaverse currently faces. Figures are 
annualised and not forecasted. 
 
The Metaverse is more of a concept than 
actuality, at this point in time 
 
What is the Metaverse? 
The Metaverse is a concept that was around 
prior to Bitcoin, DeFi and NFTs. Most notably 
supported by Stephenson’s 1992 introduction 
of the concept in Snow Crash. For others, it was 
the first taste of Second Life in 2003. Or 2018’s 
Ready Player One which brought the idea to 
life on the big screen.  
 
Overall, we believe it is correct to strive for 
global, user-owned, and interoperable 3D 
virtual worlds built on top of the existing 
internet. 
  
To prevent confusion, the Metaverse is not a 
game, an app, or a store. Nor is it just virtual 
reality. And it is not just one digital world or  
 
 
 
 
space alone. It will not replace the internet and 
will (probably) not fully consume our lives. 
 
Technology Hype Cycle 

The Metaverse could be society-changing 
using breakthrough blockchain technology.  
With early proof-of-concept stories and media 
interest triggering significant publicity. 
Currently, most products and services have 
very low usage and commercial viability is 
unproven. 
 

 
 
Facebook changed its name to Meta on 
October 28th, 2021. This sparked a global hype 
cycle which resulted in record levels of 
investment into ideas that were either too 
early or unrealistic. 
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Gartner’s hype cycle aligns with expectations 
peaking in January 2022. This fell at the mercy 
of a slow and painful decline in global asset 
prices. Yet, right now, the Metaverse seems to 
be in a trough of disillusionment as interest 
seems to have waned or failed to deliver. Going 
forward, the smaller producers of core 
technologies could shake out or fail. 
 
Yet, the success of the Metaverse is highly 
correlated to the crypto industry. Therefore, 
investments could likely continue and more 
instances of how the technology can benefit 
society may start to crystallise and become 
more widely understood. 
 
NFTs provide property rights but may not 
maintain their value 
User-ownership is a core feature of the 
Metaverse. An NFT represents this 
responsibility very well as it is recorded and 
kept on the blockchain forever for everyone to 
see, while being verified and recorded on many 
computers across the network. This can hinder 
data tampering, fraud and information 
asymmetries. Last, a secure and decentralised 
blockchain is very difficult to attack because 
there is no central attack vector. 
 

 
 
Although. user-ownership is an important 
characteristic, digital property does not 
guarantee monetary value. Using blockchain 
technology, one could create a fixed number of 
NFTs representing a piece of virtual land. This 
is almost similar in the real-world where you 
can still increase the total supply of physical 
land. But with great difficulty and money. See 
artificial lands such as Palm Islands in Dubai. 
Scarcity doesn’t always make something 
valuable. It's the demand that does. One could 
create a fixed number of NFTs representing a 
piece of virtual land, using blockchain 
technology. Scarcity is only valuable in 
desirable places - location, location, location. 
Just because Decentraland has a fixed supply, 
doesn't mean that the value of all the plots will 
increase at the same rate, given increasing 
demand. 
 
Challenges to overcome include safety and 
data privacy, centralisation, poor 
interoperability, regional fragmentation, and 
user risks. 
 
Immersive but with safety and data privacy 
risks 
 
One experiences the Metaverse in a 3D way 
using headset devices. Virtual Reality (VR) 
headsets, Augmented Reality (AR) glasses, 
Extended Reality (XR) hand devices are all 
fancy ways of implying that the Metaverse 
could be realistic. 
 
These devices make digital interactions more 
intimate than video conferencing could ever. 
Misbehaviour, spam, harassment, and 
conflicts will likely increase and become more 
prevalent in day-to-day interactions. 
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Consequently, identification and privacy 
safeguards will be crucial for both interacting 
and transacting in the metaverse. These have 
been prioritised from the beginning. 
 

 
 
Some of this is already evident with The World 
Economic Forum (WEF) “Defining and Building 
the Metaverse”. This initiative focuses on 
privacy and safety, economic opportunity, and 
interoperability, among others. 
 
Companies such as SuperAwesome have 
partnered with The WEF to ensure total digital 
privacy for young audiences. Their technology 
footprint reaches almost half a billion under-
16s across North America, Europe, South 
America, and APAC. 
 
Regionally Fragmented 
The Metaverse is likely to be regionally 
fragmented. The region that deploys the most 
capital into start-ups who create and provide 
experiences within the Metaverse, are the 
most likely to write the rules of the Metaverse. 
 

 
 
North American companies have more 
frequent opportunities to raise capital. The 
number of funding rounds is 50% higher than 
the Asia-Pacific region. 
 

 
 
Half of all Metaverse entrepreneurship is 
concentrated within North America, as seen 
from the charts above. The total amount of 
funding is 3.54x above that of the Asia-Pacific 
region.  
 
Currently, regions such as South America are 
being left behind despite having over 600m 
people. Global initiatives should rebalance the 
Metaverse development to avoid a Big-Tech-
driven landscape. This may help reduce Web2 
characteristics namely data farming and 
privacy issues. 
 
The Metaverse is an extension of the existing 
internet, yet mostly based upon blockchain 
technology. Right now, it is a nascent and 
ambitious idea. But these protocols could have 
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global network effects, using tokens as 
incentive mechanisms. 
 
A Web2 approach to Web3 
The easy route for global adoption is through 
Big-Tech. But this centralised, Web2 approach 
does not, at the moment, care for 
interoperable, user-owned digital worlds. 
 

 
 
Meta has a global reach of 1.93bn daily active 
users and an overall 2.6bn users. Large 
distribution channels and economies of scale 
could result in low-cost products and a larger 
market to sell to. Hence, achieving an 80% 
market share of Virtual Reality (VR) headsets. 
 

 
 
Poor interoperability 
Blockchains need to have the ability to plug 
into and communicate with one another. Easily 
transferring value and data is important to the 
growing use-cases and adoption of the 
Metaverse.  
Bridges are at the core of interoperability as 
they impede monopolisation. The chains on 
either side of the bridges will likely have 
different consensus rules, speeds and 

structures. This results in composability 
between the decentralised applications,  and 
not between networks, as most blockchains 
are siloed. This therefore leads to bad user 
experiences as liquidity is fragmented 
between chains and transaction fees are high. 
With bridges, applications can more easily 
build on top of other chains. Some information 
bridges, called Oracles, such as Chainlink, that 
link off-chain data to blockchain-enabled 
smart contracts. These on-and-off-chain 
environments bring together organisations, 
industries and markets that may not typically 
interact and exchange value with one another. 
More competition and innovation will likely 
result. And, consequently, developer and user 
experience should too.  
 
User Risks 

 
However, bridges are not without risks, with 
several having being hacked. The Ronin bridge 
was hacked, with around $600m stolen, this 
was due to  bad actors breaching the security 
of the validators on the network. The 
Wormhole bridge hack, involving sums of 
$320m, was due to buggy code in the smart 
contract. The attacker was allowed to mint 
120,000 Wrapped Ethereum (synthetic 
Ethereum) on the Solana blockchain without 
putting up the necessary equivalent Ethereum 
collateral.  
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Regulation and blockchain technology can 
help solve the problem 
 
Regulation lags the changes in innovation in 
the Metaverse and broader crypto technology. 
Often playing catch-up to protect their 
citizens. 
 
Regulatory risks can be addressed in two ways. 
First, a bottom-up approach using open-
source code. Developers could publicly shape 
what is and what is not allowed in virtual 
spaces. Companies on the internet often write 
code to gather and store all kinds of 
information about the user to benefit them. 
Yet their software is mostly private so 
developers and users can’t veto, or at least 
improve upon these applications. 
Communities can expose and improve upon 
the cracks of what affects user behaviour and 
society. As a result, the most transparent 
spaces should garner the stickiest network 
effects. 
  
Second, a top-down approach creating an 
overarching common goal. Stakeholders from 
Big-Tech to governments and smaller crypto-
native firms should collectively innovate 
towards a safe but interoperable, user-owned 
and decentralised Metaverse.  
 
The bull case is an open, interoperable, user-
owned, global fully functioning economy. 
 
Blockchain is s-curve technology 

 
 
Blockchain technology is S-curve technology. 
Most investors are sceptical about what the 
Metaverse would be used for, how to use it, if 
it should be used and how it benefits them. 
This hinders take-up/usage and the 
development of compelling use-cases. It is 
clear the Metaverse doesn’t have many 
compelling use-cases at present. It’s more of a 
concept, a logical step-change and an idea of 
how the world should and could be. 
Investors like and adhere to the status quo but 
eventually capitulate. This was seen with 
mobile phones, the internet, TVs, microwaves, 
radio, social media and blockchain technology. 
It’s the S-curve phenomenon. Each new 
technology tends to reflect an initial period of 
seemingly slow innovation and adoption, 
followed by a period of rapid change. Then a 
levelling off as the market matures as it 
approaches full capacity. 
 

 
 
A Permissionless, Open, Global Metaverse 
A decentralised Metaverse would take longer 
than a centralised Metaverse and in the near-
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term the latter is more likely. This transition 
could occur in two different ways. Today’s 
digital businesses and internet users moving 
using the Metaverse. Just as brick-and-mortar 
businesses gained exposure to the internet 
with a website. Ethereum Name Service (ENS) 
is a good example as it is a decentralized 
naming service for wallets, websites and other 
applications based on the Ethereum 
blockchain. ENS has over 1.2m cumulative 
unique registrations. Having grown at a 
compound annual growth rate (CAGR) of 
544%, reaching 1013% Year-over-Year (YoY). 
 

 
 
New Metaverse-native businesses are 
beginning to emerge, just as internet-native 
businesses did in the late 1990s. The number 
of Metaverse companies has grown at a CAGR 
of 20% since 2001 and recorded 293% YoY in 
2021 as its popularity has exploded. This is 
likely due to the hype surrounding the 
opportunities and value the Metaverse could 
create. This has led to larger funding rounds, 
an increased number of funds and notional 
value of capital deployed. 
 

 
 
Conclusion  
The Metaverse concept is extremely early. 
However, over a long-time horizon, this could 
be another seismic shift in the digital 
revolution derived from the internet. These 
nascent technologies almost always seem like 
trends and speculation at first. We believe 
people’s scepticisms and attitudes will change 
as its global significance is exposed. 
  
We find the growth in some metrics 
encouraging and believe that what the 
Metaverse looks like today will be nothing like 
what the Metaverse looks like in 5, 10, 50 years 
and beyond. It is imperative for all 
stakeholders to cooperate and move in the 
right direction. This means to improve upon 
today's safety and data privacy problems, poor 
interoperability, and user risks. As well as 
prevent centralisation and regional 
fragmentation. Whilst building towards a 
globally competitive, interoperable, user 
owned and open Metaverse. Free from any 
dominant company, region, government, or 
person. 
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