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Introduction 

 
Ethereum tokens are unique smart contracts that sit on top of the Ethereum blockchain and utilize common 
structuring standards. ERC20 is currently the most widely adopted token standard.  ERC721 is an alternative Ethereum 
Improvement Proposal (EIP) created by Dieter Shirley in late 2017 and is utilized primarily within gaming and 
collectibles, as exchanges dedicated to trading ERC721 tokens. The key is that ERC721 tokens are fundamentally 
different from ERC20 because they are non-fungible tokens (NFT). 
 
Fungible: being something of such a nature that one part or quantity may be replaced by another equal part or quantity 
in paying a debt or settling an account (such as money or a commodity) 
 
However, we should flag that the tokens have some cross compatibility with the existing ERC20 infrastructure. For 
instance, ERC721 tokens can be stored and viewed in many Ethereum wallets which accept ERC20 tokens and existing 
wallets continue to add support.  But most implantation of ERC721 support is not automatic. 
 
Each ERC721 token is cryptographically unique and non-replaceable. ERC721 tokens are essentially highly modifiable 
smart contracts that can represent a variety of claims on digital assets and in the future, tangible assets such as real 
estate deeds and stock certificates. To date, the most well-known implementations revolve around games where users 
can buy and sell unique assets on-chain such as CryptoKitties and Decentraland, a marketplace for digital real estate.  
The interest and utilization of NFT has spiked rapidly in Q2-3 of 2018 and we aim to give an overview of common types 
of NFT and their popularity. 
 
 

Applications 
 
Games: The top games are typically either collectible assets such as animals or cards (Crypto Kitties, Gods Unchained 
TCG) that can be traded and used in-game, or alternatively traditional games with in-game collectibles / access 
purchased with a proprietary ERC20 token or ETH. Crypto Kitties kicked off the original collectibles craze late last fall and 
has been unable to maintain user engagement after their peak in January from 10,000 daily active users (DAUs) to only 
approximately 200 DAUs today. It is worth noting that the fall in DAUs for Crypto Kitties is more a function of market 
sentiment across all dApps (see the total dApp DAUs chart in the appendix). It remains to be seen whether Crypto Kitties 
will be a one-hit wonder, however, they are well-funded with notable investors behind them. Gods Unchained TCG is 
another well-funded project building a blockchain enabled trading card game similar to the classic trading card game 
Magic the Gathering. Gods Unchained has the most ETH stored in its smart contract at 4,203 ETH (~$1.2M) relative to 
other NFT dApp games. But we should flag that many of the games (and also collectibles) attracting the most ETH 
volume / DAUs at the moment seem questionable, rather more like Ponzi schemes / gambling apps than games. 
 
  

mailto:quinn@satisgroup.io
https://www.cryptokitties.co/
https://market.decentraland.org/
https://www.cryptokitties.co/
https://godsunchained.com/
https://godsunchained.com/
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Collectibles: The collectibles ecosystem sees much lower transaction volume and user engagement than games, but a 
few games flirted with viral popularity over the last year such as CryptoPunks, FortunePandas, and PepeDapp. 
Collectibles can be digital pictures, cards, eggs, and creatures. They can also represent a claim on a unique real-world 
asset. For instance, FortunePandas in theory allows users to “buy” a claim on a unique panda from the China 
Conservation and Research Center. Few collectibles games have been able to keep strong user engagement after initial 
launch, but it’s a niche worth watching.   
 
Gambling: This niche sees the highest user engagement volume, value stored in smart contracts, and daily ETH volume 
(excluding decentralized exchanges (DEXs)). The top volume games are either self-proclaimed Ponzi schemes (Fomo3D, 
which peaked at 10k DAU in July and POWH3D, currently at 4-5k DAUs) or hybrid decentralized casino platforms such as 
Zethr or Lynia. Many of these apps claim to run autonomously via smart contracts that the developers no longer control. 
Frequently, the apps are structured such that new users receive a cut of future transaction volume on the platform by 
contributing ETH to the pot or holding the platform’s proprietary token.  
 
Exchanges/Other: Aside from gambling, decentralized ERC20 based exchanges occupy the highest share of dApp ETH 
volume, DAUs and ETH stored in their smart contracts. IDEX is the current market leader. Augur, decentralized 
prediction market, is one of the oldest dApp projects that recently launched their main net after years of development, 
unfortunately to a collapse of their DAU number.  
 
ERC721 enabled market places do a fraction of the volume relative to ERC20 enabled exchanges, however, the 
ecosystem is rapidly expanding. OpenSea and  RareBits are popular market places for exchanging ERC721 collectibles 
and support many of the top games. Users can buy and sell assets much like on eBay.  
 

 
 
 
 
 

dApp Statistics 
 

 
Source: stateofthedapps 

 

https://www.larvalabs.com/cryptopunks
https://panda.earth/
https://www.pepedapp.com/
http://exitscam.me/play
https://powh.io/
https://zethr.io/#/
https://lynia.io/exchange/exchange.html
https://idex.market/
https://www.augur.net/
https://opensea.io/
https://rarebits.io/
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Source: stateofthedapps 
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An overview of the top decentralized applications running on Ethereum 

 

 
 

Source: Dappradar 
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Excerpt from the RareBits marketplace, showing assets for sale from multiple game universes 

 
 

Source: RareBits 

 
 

Conclusion 
 

The fundamental difference between the two most-common ERC token standards in use, ERC721 and ERC20, is their 
fungibility. In addition, ERC721 has greater customization around ownership and transfer controls than ERC20.  
 
We think the first dApp to go mainstream will be a hybrid gambling / gaming app. If a Fomo3D type app were to 
accumulate a $50mm or $100mm prize pool, it could attract media attention in the way that the large Powerball pots 
do. It would likely attract significant regulator attention as well if the space has not done so already. The Fomo3D pot 
sits at ~21k ETH (~$6.7mm) and actively encourages its users to exit scam with all the proceeds. To date, the app has 
taken in ~96k ETH and distributed ~74k ETH in rewards. But it does beg the question of how one regulates an 
autonomous smart contract driven by human greed, although we have no doubt that the developers can be found, and 
calling something a scam or a Ponzi scheme doesn’t relieve those responsible of legal liability.  
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As the market matures, greed and speculation will cede ground to user utility i.e. pure entertainment. ERC721 and ER20 
tokens don’t have to be mutually exclusive either – for example several of the games we highlight are utilizing a hybrid 
model with unique in-game ERC721 digital assets in conjunction with a proprietary ERC20 payment token for the in-
game economy. It is important to note the average crypto user does not use dApps (25k peak DAUs in December versus 
10s of millions of crypto users). A function of this is that many dApps use a Chrome web browser add on called 
MetaMask which allows Chrome to interact with the Ethereum blockchain through the browser without running a full 
Ethereum node.  But it does require a basic level of understanding of Chrome and such dApps, without MetaMask 
running the webpage will mostly appear blank. This is the largest impediment for mainstream adoption at the moment. 
Overall while DAUs on dApps has steadily fallen since November ’17 with sporadic spikes, the total volume flowing 
through the apps has oscillated between ~12-25k ETH in a relatively trendless manner.  It will be interesting to observe 
the total DAUs across dApps as we eventually transition out of the current bear market.  

  
Appendix 

 
Source: dAppradar 
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Declaration of an example ERC721 contract: 

 
 

 
Non-fungible Token Standard #721: https://github.com/ethereum/EIPs/issues/721 

 
  
 

 

 

  

https://github.com/ethereum/EIPs/issues/721
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