Non-fungible tokens, or NFTs, have mushroomed into a $20 billion
industry seemingly overnight. This industry, though quickly becoming
more lucrative, is also very misunderstood. Myths and inaccuracies paint
a lousy impression of NFTs and cause consumers to shy away from a
fascinating and powerful new realm.

What Are NFTs?
They are unique digital assets
that are NOT interchangeable.
Metadata for each NFT is stored
on a public blockchain (ledger)
for anyone to verify. Bitcoin is not
an NFT, for example, because
each Bitcoin is the same and interchangeable with another. The
orange-clad warrior on the cover
of this report was inspired by a real
NFT (Ancient Warriors #2627).
What makes her more than a JPG? Funds raised from her sale go toward
onboarding communities of color into Web3, granting access to
exclusive events (such as pop-up art auctions worldwide), and products
built by the Ancient Warriors team. Though commonly linked to digital
art, NFTs can prove ownership of digital and physical items.
One of the most notable NFT collections, Bored Ape Yacht Club (BAYC),
garnered over a billion dollars in sales. BAYC was even the inspiration for
an ape-themed burger restaurant in California. Brands with vision and
creativity can also use NFTs to represent physical assets in many ways
(more on this after myth-busting). Before we get into the power of NFTs,
let’s dispel five of the top myths surrounding these new digital tools.

Myth #1:
NFTs Are Just JPGs
As noted above, NFTs can serve as tickets to exclusive or general events.
If used as a ticket, NFTs can also serve as a digital keepsake for
buyers—stunning art and all. On the other hand, QR codes are
forgettable, and paper tickets get worn and faded over time. NFT
tickets can make events more functional, memorable, and collectable
as buyers have a permanent record of their experience for anyone to
see. Live Nation already started creating NFT ticket stubs that will
“mirror the unique section, row, and seat of each ticket purchased.”

NFTs can also give digital artists, writers, musicians, and other creators
new ways to earn recurring revenue streams. For example, if an author
publishes an e-book and sells it, that author is paid only once for the
initial sale. However, if the author makes the e-book an NFT, they could
program it so that they earn 5% royalty on any and all resales of the book.
This capability was previously impossible to enforce.
In addition, NFTs can improve subscription services for the benefit of
both consumers and providers. For example, if someone buys an
annual subscription to a product or service but no longer wants it, they
can sell it to someone else and recoup some of the initial cost. The
original service provider can also take a small percentage of the resale.
This is just an idea of how subscriptions could work with NFTs instead of
the traditional way.

Myth #2:
NFTs Are a Scam
Scams happen with any currency on earth. The crypto industry is no
different and has seen its share due to lack of regulation and its
somewhat anonymous nature. However, NFTs are not a currency (more
about this in Myth #3). Anyone looking to purchase an NFT should do
their best to ensure it is from a reputable seller with a verifiable, real-life
identity that is free of scam-ish behavior. Buyers should also use
common sense and be wary of the works of mainstream artists being
sold as an NFT collection, especially if the said artist has not announced
it on their official platforms. NFTs are not inherently a scam, though, and
the entrance of mainstream brands such as Ferrari, Nissan, Nike, Visa,
Adidas, and Louis Vuitton continues to legitimize the space and add a
layer of trust.

Myth #3:
NFTs Are a Currency
Currencies like the euro, peso, U.S. dollar, and Bitcoin can be replaced
by another identical item of its kind (a $20 bill is a $20 bill regardless of if
you get it as change from a store or from a bank). Each can serve as an
equal exchange for another of its kind. They are “fungible.”
NFTs are non-fungible, meaning they are not interchangeable and
cannot be used as a currency. Values vary from NFT to NFT, even in the
same collection, because each has distinct attributes. It is possible to
trade NFTs and exchange them for a particular currency, but they
cannot serve as currency on their own, similar to real estate, a car, or a
piece of fine art.

Myth #4:
NFTs Are Worthless
Many critics of NFTs argue they are simply digital receipts and anyone
can copy the underlying item (e.g., an Ancient Warrior, Royal, or
Magic Mushroom Clubhouse picture). These detractors do not realize
the utility of many NFT projects is the private communities they
create—the underrepresented groups they can monetarily support and
the global networking opportunities they can foster. The value may not
always be monetary, although sometimes it is. NFTs can do much more
than prove ownership of assets; they can inspire entirely new business
models and audience outreach tactics.
Here is a sample scenario. Let’s say a premium whiskey company
decides to give a free NFT to every person who purchases a bottle, and
on the NFT is an image of what they bought. This NFT could be stored
in a public marketplace such as Opensea where anyone who clicks
on the buyer’s profile can see their “collection” of whiskies (or shoes,
wines, hats, etc.). While this idea may turn off some consumers for fear
of attracting too much attention, it would appeal to many others who
want to show off their taste and style—people who want to “flex.”

Myth #5:
NFTs Will Hurt
the Environment
Without getting too technical, it is well known that mining (creating) new
coins (crypto) can use a lot of energy. But remember: NFTs are not
currency, and most are leveraged on the Ethereum blockchain, a
blockchain working to reduce its carbon footprint. Other NFTs on
different blockchains (such as Polygon) are already more efficient and
use significantly less energy. There is constant work to be more
environmentally friendly in this space. To learn more about blockchains,
check out our Web3 Glossary.

The Bottom Line
Right now, it may look like NFTs are overpriced digital art, but that is a
short-sighted and unimaginative view. We are starting a new world of
possibilities for brands, business owners, and creators. NFTs can
power entire digital economies. Think about the possibilities in games,
like digital clothing (because no one will want a standard avatar in
digital realms—they’ll want a digital twin representing whatever life
they aspire to have offline). NFTs can potentially be used for real estate
and vehicle sales. They may also play a crucial role in supply chain
visibility as a digital record of any product from its manufacturer origin
to its final destination.
NFTs have become popular over the last couple of years. However,
they are still clouded by misunderstanding and confusion because
of their inherently technical birthplace—the blockchain. We hope this
report helps clarify public perception, specifically for business owners and creators. If you count it helpful and have a project in mind that
could use strategic communication to onboard new buyers, visit our
site today at web3comms.agency!

