1
NON-FUNGIBLE TOKENS

NON-FUNGIBLE
TOKENS (NFTS)
ARE ONE OF THE HOTTEST TRENDS OF 2021.

N

FT’s represent a disruptive technology and a paradigm shift in the way
humans verify authenticity in a digital age. New forms of creatorship, ownership
and renumeration are already emerging and
unlocking huge opportunities.
NFTs are rapidly becoming mainstream in the
fields of art, gaming, music and fashion. The

next potential growth areas are certificates of
ownership for high value items such as cars
and real-estate as well as identity services
(there is even talk that NFTs could become a
method of voter ID in elections).
They have big implications for brands;
Pizza Hut, Nike, the NBA, Minecraft & even
Charmin toilet paper are among the early
adopters.
In this Ogilvy Red Paper, we explain the basics
of NFTs and their functionalities, and look at
the opportunities and environmental considerations of Proof-of-work VS Proof-of-stake
systems as more sustainable considerations
for marketers & brands to be aware of in this
revolutionary new space.
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SOME
BACKGROUND
I

n March, Christie’s became the first major
auction house to offer a purely digital
artwork – Beeple’s ‘Everydays’ – with an
NFT as a guarantee of its authenticity and
exclusivity. The work raised $69 million. This
event burst the new blockchain technology
into broader public consciousness.
But the business world was already awake
to the significance of NFTs; total market
capitalisation for NFT projects had exploded
by 1785% in only 3 months. (Link)
A New York blockchain company Injection
Protocol powerfully demonstrated the new
‘ownership’ paradigm offered by NFTs when
it purchased an original physical Banksy
artwork for $95,000 and then ceremoniously
destroyed it to promote the creation of their
NFT version of the same art piece. Injection
Protocol then sold the NFT for 228.69 ETH
(Ether is the native token / currency of the
Ethereum network) or roughly $380,000
(more than 3 times the price paid for the
real-world analogue artwork).
Source: https://www.christies.com/features/
Monumental-collage-by-Beeple-is-first-purelydigital-artwork-NFT-to-come-to-auction-11510-7.
aspx
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WHAT IS AN NFT?
FUNGIBLE
WITH CLASSES
(semi-fungible)

FUNGIBLE

N

on-Fungible Tokens are digital
assets traded using crypto
currencies represented by a unique
digital token. In theory, these tokens could
represent anything – art, music, video and
even real-world items.
Fungibility simply means an item’s
‘swappability’ or level of uniqueness.
An example of an item with high fungibility
is a physical dollar bill which can be
swapped for any other dollar bill without
losing validity. No one needs a particular
dollar bill.
A coffee bean is less fungible than a
dollar bill but retains a reasonable level
of fungibility. If the beans are of the
same type and quality then they are
interchangeable.
Items of low-fungibility are unique
individual items.
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NON-FUNGIBLE

An original Van Gogh painting is nonfungible. There is only one and, while it can
be copied, it cannot be reproduced as an
original.
For a pet owner, their dog is non-fungible.
They would not swap it for another, even if
it were an identical breed and age.

The token aspect in the NFT is a unique
digital record which authenticates the
item’s non-fungibility and lies within the
Ethereum blockchain. So, in the case of
Beeple’s ‘Everydays’, the $69m purchased
the token which verified its uniqueness.

HOW IS AN NFT’S SCARCITY
CREATED & PROTECTED?
ADVANTAGES:
Immutability
Corruption
& tamper
Secure

With no central point of failure and
secured using cryptography, applications
are well protected against hacking attacks
and fraudulent activities.

The Ethereum makes the process
of creating blockchain apllications
much easier and efficient than
ever before. Instead of having to
build an entirely original blockchain
for each new apllications, Ethereum
enables the development of
potentially thousands of different
applications all on one platform.

THE BLOCKCHAIN
Blockchain technology is like the internet
in that it has a built-in robustness. By storing
blocks of information that are identical
across its network, the blockchain cannot
be easily corrupted or tampered with:

Source: https://digital.hbs.edu/platform-digit/submission/ethereum-fueling-the-hype-around-blockchain/

T

T his makes the information stored on

changed some details illegitimately on
one part of the network, it naturally would
not correlate to the information stored
on all the other independent nodes in
the network, and this discrepancy would
be rejected by the overall network and
considered invalid.

If a potential hacker tampered with
the database’s secure information and

Decentralisation means that the system
is not vulnerable to attack from any single
point and operates as a collective entity
greater than any one of its nodes.

he blockchain is simply a shared
database / ledger system, or a system
of distributed interlinked databases.
When a change is made on one database it
is automatically made on all of them.

these decentralised databases very secure
and long-lasting.
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WHY UNDERSTANDING
ETHEREUM AS
CRITICAL ASPECT OF
THE CURRENT NFT
CONVERSATION?

T

he vast majority of NFTs in 2021 live
on the Ethereum protocol. Ethereum
is a second generation blockchain
and claims to be the most actively used
blockchain. A multifunctional decentralized
blockchain project most famous for
introducing the idea of ‘smart contracts’ into
the cryptoverse. Ether (ETH) is the native
cryptocurrency of the platform and is the
second-largest cryptocurrency by market
capitalization, after Bitcoin.
Photo by Anggun Tan on Unsplash

CAN’T I JUST TAKE A
SCREENSHOT OR A
SCREEN RECORDING OF
AN NFT ARTWORK?

Y

es you can. It’s also possible to take
a high-definition photograph of the
Mona Lisa or commission a skilled
painter to make a reproduction of any valuable
artwork. It still doesn’t mean that you have the
verified ‘real thing’.

HOW DOES THIS WORK
FOR THE MARKETING
INDUSTRY?

I

f we consider at a basic level that an
advertiser’s job is to stimulate desire for a
product or service, then NFTs represent an
entirely new dimension in the toolbox of a social
marketer - synthetic scarcity. NFT platforms
allow us to create, control and play with the
availability of unique pieces of content or link
physical items’ authenticity to the blockchain.

NFTs offer artists and art collectors alike
a new method to verify and monetise
original artwork in ways that were previously
impossible.
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Source: https://twitter.com/Nonwrestler/status/1370130326232571905

SOME EARLY
ADOPTERS
C

 armin created NFTPs – Nonh
Fungible Toilet Paper – a tongue in
cheek parody of NFT mania that
raised some money for a good cause.

Source: https://twitter.com/Charmin/status/1372157142300516356

T

he NBA in the USA is one of the
biggest pioneers in the NFT space.
They have had great success with
Topshots, their bespoke NFT system for
buying, trading and auctioning off specific
‘moments’’ or media fragments of games
which get locked into the blockchain and are
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then linked to owners who have the right to
resell, trade or just collect and curate their
archive of iconic moments. It’s a digital form
of old school player trading cards. The LeBron
James Cosmic Dunk NFT is changing hands
for upwards of $4K.

Source: https://cointelegraph.com/news/nba-topshot-opens-to-public-after-closed-beta-drives-2m-in-nft-sales

Source: https://rarible.com/pizzahut

P

izza Hut was first to market among
fast-food chains with their NonFungible Pizza. New pizza ‘art’ was
dropped every day at lunchtime during the
campaign period. These 1 Byte renditions
of their Perfect Ten $10 Favourites for the
cost of a real bite of pizza soon sold out
completely on auction. The first-ever “slice”
was listed for $0.0001 ETH (the equivalent of
18 cents) but was sold for $8,824.

The UFC, WWF,
and NFL
will also be piloting an
NFT platform similar
to Topshots this year
initialized by Topps
Digital.
Source: IG Screenshots
taken by author

R
Source: https://www.rollingstone.com/pro/news/kings-of-leonwhen-you-see-yourself-album-nft-crypto-1135192/

ock band Kings of Leon gained a lot of
attention by announcing that their 2021
album ‘When You See Yourself’ would be
available as an NFT. The album was also released
conventionally across the usual platforms but the
NFT versions uniquely contained special features
including artwork and VIP tickets to concerts.
The Kings of Leon ‘NFT Yourself’ package was
available for two weeks via auction. After the
expiry date all the remaining unsold limitededition were “burned” (deleted forever) to
maintain the scarcity of the copies sold.

Opportunities for brands?
Any communities based on shared
niche passions have great potential for
successful NFT campaigns. Limited
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edition experiences for ticket events and
VIP treatment are also ways to leverage
NFT mechanics for brands.

GAMERS ARE ALREADY
IN ON THE NFT GAME

A

fter the art world, gaming is
currently the second biggest place
where NFTs are trending. They are
beginning to be implemented as the method
of handling in-game asset ownership.
Before NFTs, in-game items such as a special
sword, power-up, rare skin or avatar were
confined to that player’s game and the game’s
centralised server system for trade. Now
rare or limited-edition items can be traded
and collected beyond the gaming platform
itself and sometimes even across multiple
gaming platforms or systems, making these
much more attractive from an investment
perspective.

M

inecraft, one of the biggest global
brands in gaming, is embracing
NFTs through a crypto blockchain
based in Japan called Enjin Coin which also
runs on top of the Ethereum blockchain. The
partnership is aimed at creating a system
where digital items within the world of
Minecraft can be collected, auctioned, traded
or archived externally from the Minecraft
platform. This gives true ownership to players
for in-game items of value such as rare or
complex user-made creations.

This creates a secondary economy outside
of the game world for items to be traded,
auctioned and stockpiled.

Source: https://enjin.io/company-news/enjincraft-release
https://enjin.io/blog/why-nfts-have-real-value

Opportunities for brands?
NFTs in gaming could represent new forms
of status symbols as Gen Zs spend more time
socialising virtually than they do in-real life (further
fueled by the Covid-19 pandemic).
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Marketers need to consider which gaming
ecosystems will be the best fit for their brands, and
how we can assist customers in minting their own
branded items or perhaps even find and secure
valuable items in-game for their communities.

BRANDED
NFT
PLATFORMS DRIVE EXCLUSIVITY
AND COLLECTABILITY

I

n 2019, Nike filed a patent for a new type
of app-based collectible system that is
powered by NFT technology. This not only
helped the brand counter-act the problem
of knock- off counterfeit goods but also
increased the ‘collectability’ of their shoes.
“Sneakerheads” are important brand
ambassadors and are known for only chasing,
collecting and trading the rarest of pristine
sneaker drops. The new platform deepens this
existing behavior and takes collecting to the next
level. With the platform users can verify, explore
and value special editions; find out where to get
them; and connect with other collectors.
The concept outlined in the 2019 patent is
described in the following way:
“when a pair of “CryptoKicks” is purchased, a
digital asset unique to the shoe comes with
it. This combination creates a full package
that ensures the shoes’ authenticity, even
as it moves from buyer to buyer. “When
a consumer buys a genuine pair of shoes
a digital representation of a shoe may be
generated, linked with the consumer, and
assigned a cryptographic token, where
the digital shoe and cryptographic token
collectively represent a ‘CryptoKick,’”
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Source: https://www.news18.com/news/tech/nikeblockchain-based-sneakers-will-also-test-yourmingling-and-parenting-skills-2426643.html

Opportunities for brands?
How can we begin to play with the idea
of authenticity and truly limited editions
of our brands’ products both digitally and
physically with digital representation via
NFTs? Luxury fashion brands perhaps have
the most to gain from this – and are well
placed to tap into the NFT trend.

BREAKING
DOWN THE NFT
ECOSYSTEM.
The NFT ecosystem has several layers of systems and tools.

CREATION

MARKETPLACE

CUSTODY / OWNERSHIP

Services and platforms that help
users upload content, set the
characteristics and limitations of
the NFT and manage its creation.

Places to buy and trade NFTs
usually in the native token of Ether
on the Ethereum blockchain.

A wallet or vault for storing crypto
assets. These are protected via a
private key only accessible to the
owner of the account.

Example: Mintbase

Example: Opensea.io

Example: Metamask /
Ethereum

ARE THERE ANY DOWNSIDES?

T

he biggest one is environmental
concerns. The ecological price tag
of blockchain technology in general is
extremely high. Bitcoin alone consumes as much
energy as global usage of YouTube & gaming
combined. At the time of writing, Ethereum is
using the same energy intensive mechanism for
validation and storage of information as Bitcoin
known as ‘Proof-of-work’ (PoW) mining.

11
NON-FUNGIBLE TOKENS

Pizza Hut took flak in this regard when it
launched its NFT campaign. Jayer Saxena at
eater.com wrote: “Pizza Hut made a big deal of
its environmental push in the past years, pushing
plant-based meat toppings and a round pizza
box that used less packaging, and with parent
company Yum Brands boasting it saved 1.3 billion
gallons of water in 2017. Obviously there’s no
purely sustainable transaction, but it reveals Pizza
Hut’s dedication to the environment for what it
is: a hypocritical marketing ploy.”
Source https://www.eater.com/22337808/pizzahut-nft-marketplace-jpeg-pizza-art

However, Ethereum & Cardano blockchains are
planning an upgrade to their validation mechanism
which is many magnitudes less energy intensive
and more sustainable model called ‘Proof-of-stake’.
Once this happens environmental concerns over
NFTs and blockchain should cease to be a point of
contention.
A further risk is brand alienation. NFTs,
cryptocurrencies and the blockchain remain very
much minority interests. Promotions using NFTs
need to find that niche accurately. Too much reach
and the broad majority of consumers might feel that
the brand has passed them by and is inaccessible.

Brand watchout
Consult with clients to make sure they
understand the ecological costs of
blockchain. Brands that have heavily
promoted their green credentials are
especially vulnerable.

Especially vulnerable to criticism if they
don’t consider if they are running on proofof-work or proof-of-stake blockchain
mechanisms and what the energy supply
of those blockchains looks like.

CONCLUSION
T

he digital scarcity enforced by the
blockchain is changing the way
consumers are thinking about ‘content
ownership’ and ‘exclusivity’.
Every brand should be aware of the potential
of NFTs and be alert for competitors gaining
advantage in this space.
Brands should understand that anything from
social content to physical products to brand
experiences can now have controlled scarcity
and can be ‘owned digital authenticity’. now
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have controlled scarcity and can be ‘owned
digital authenticity
And NFTs can lead to trading in your brand
beyond your own brand world – a parallel,
lucrative marketplace can emerge.
Each successive generation is more
comfortable in the digital world and with
notions like digital ownership and virtual
exclusivity, so the NFT trend (or whatever
might be developed in its stead) can only
gain momentum.
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