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Abstract: This paper explores the emerging virtual economy with a specific focus on virtual
goods and non-fungible tokens (NFTs), examining their unique market dynamics, social
relevance, and factors influencing their valuation. The work delves into the role of social
dynamics, user engagement, and speculative investments in determining the prices of virtual
goods, while also addressing the speculative risks inherent in this digital marketplace.
Through case studies like the Bored Ape Yacht Club (BAYC), stakeholders highlight how
exclusivity, celebrity endorsements, and active community participation shape the perceived
value of NFTs. This research aims to provide a comprehensive understanding of the value
drivers in the NFT market and offer strategies for stakeholders to navigate volatility and
achieve long-term success in the digital asset ecosystem.
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1. Introduction to the Virtual Economy and virtual goods (NTFs)s

The rise of the virtual economy has fundamentally changed how digital assets are perceived and
valued. At the forefront of this shift are non-fungible tokens (NFTs), which represent a new paradigm
for digital ownership and value. Unlike cryptocurrencies such as Bitcoin or Ethereum, virtual goods
are unique digital assets authenticated by blockchain technology, ensuring their non-fungibility and
uniqueness. [1] Virtual goods have a variety of applications, including digital art, collectibles, virtual
real estate, and in-game items, demonstrating their broad potential in the digital economy. [2,3]

A significant challenge facing the virtual economy is the pricing of digital assets. Due to their
uniqueness, virtual goods (NTFs) often have subjective values influenced by scarcity, demand, and
cultural or social significance. [4,5] This complexity is further exacerbated by the speculative nature
of the market, where hype and celebrity endorsements can drive up prices. For example, high-profile
auctions like the sale of Beeple’s Everydays: The First 5000 Days, which sold for $69.3 million,
highlight the speculative enthusiasm that can drive prices beyond intrinsic value. [6,7]

Moreover, the broader context of the virtual economy includes other digital assets such as
cryptocurrencies, virtual real estate, and in-game items. Cryptocurrencies, while also volatile, serve
as the backbone for many blockchain-based applications. Virtual real estate, like parcels in
Decentraland, represents another frontier where digital ownership translates into significant economic
activity. [2] In-game items, now increasingly tokenized as virtual goods (NTFs), allow for true
ownership and transferability across different platforms, adding another layer of complexity to the
virtual economy.[3]
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A crucial aspect of virtual goods (NTFs) is their ability to derive value from social dynamics and
user engagement. Unlike traditional digital assets, virtual goods are heavily influenced by the
communities that support them. Social dynamics, such as association and relevance, play a pivotal
role in determining the value of NFTs. The involvement of celebrities and influencers can
significantly enhance the visibility and perceived value of virtual goods (NTFs), creating a feedback
loop where social validation and increased demand reinforce each other.[1]

User engagement is another critical factor. Active and engaged communities contribute to the
continued interest and value of NFT projects. This is evident in high-profile NFT collections like
Bored Ape Yacht Club (BAYC), where members have access to exclusive events and privileges,
creating a sense of belonging and exclusivity.[7] The dramatic rise in the value of the BAYC NFT,
which was initially priced at 0.1 ETH and surged to 120 ETH within a year, highlights the speculative
nature of the market and the important role of social dynamics and user engagement.[4]

However, the speculative nature of the NFT market carries risks. Recent market volatility has led
to significant restructuring within the NFT community. For example, in October 2023, Yuga Labs,
the company behind BAYC, announced mass layoffs as part of an ongoing challenge to realign the
NFT industry. This reorganization demonstrates that even for highly successful projects, the NFT
market is subject to fixed volatility and speculative risk.

In addition to social dynamic relevance and user engagement, other factors such as status and
efficiency also play a role in NFT valuation. However, these factors are often considered secondary
to the primary factors of social relevance and user engagement. Concerning the status associated with
a high profile NFT, this can enhance its value, similar to the concept of Veblen goods in the luxury
market, precisely because its status symbolizes high value, a higher price naturally enhances
desirability.

Overall, understanding these market dynamics is important for the unstable NFT market that is
currently being encountered and for developing sustainable growth strategies. By examining the
social structure, market investment in digital assets, and the interaction between these values, this
research aims to provide a comprehensive framework for understanding the new digital economy.
This situation is important for stakeholders of NFT projects seeking investment or development that
can withstand market volatility and achieve long-term success.

2.  Current Issue: The Bored Ape Yacht Club Phenomenon

Bored Ape Yacht Club (BAYC) is one of the most influential NFT projects in the virtual economy,
and it has a lot to do with digital assets, social dynamics, and market investments. (BAYC) launched
this Yoga Lab in April 2021, which is made up of 10,000 completely different ape-themed virtual
goods (NTFs), each with different characteristics and attributes. These virtual goods (NTFs) were
initially priced at 0.08 ETH, but the price grew like crazy, reaching 120 ETH within a year.[6,7]

BAYC's rapid rise has been linked to several of these factors, chief among them being active in
community activities and social dynamics. Members with BAYC NFT will receive exclusive
membership and various club benefits, such as access to private bases and evening clubs, and special
sponsorship events. This highly private sense of community is an important factor in the popularity
and perceived value of projects.[2,3]

Having celebrity endorsements is a very important factor, which has played a crucial role in
expanding BAYC. With Steph Curry, Paris Hilton, Snoop Dogg and other celebrities publicly
acquired and promoted the BAYC nft event, which greatly improved the popularity and attraction of
the project, more and more people participated in it, gained more attention, and these phenomena
brought a positive cycle. And drives demand.[6,7]

In the world of luxury goods, higher prices tend to stimulate people to spend more because they
increase their desire and feel that they have a higher status. BAYC nft, of course, has now become
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the bellwether of modern digital status, which confers a degree of status prestige and social capital.[1]
This phenomenon is similar to Veblen's concept of a commodity, whose value lies in its outward
social meaning rather than in its inner meaning.

However, the investment nature of the NFT market also plays an important role in BAYC NFT.
In the beginning, the price surge was driven by investment from market investors, and buyers wanted
to take advantage of the rising trend. This enthusiasm for investing can cause investors to fail to truly
reflect price inflation within their assets, thereby posing a risk to long-term sustainability.[4]

The change in the NFT market became apparent in October 2023, when Yuga Labs announced
massive layoffs to refocus on its upcoming virtual world project, otherside. This decision was made
in the face of ongoing challenges in the NFT industry and greatly highlights the inherent risk and
nature of investing in the market. The restructuring within Yuga Labs reflects a broader trend in the
market today, where even highly successful projects need to adapt to their relevance and sustainability.

BAYC phenomenon also shows that community activity projects play a very important role in the
field of NFT. And active engagement with the BAYC community plays an important role in
maintaining the interest and value of the project. Active community engagement fosters a sense of
belonging among community members, which can increase the perceived value of NFT and
contribute to its long-term development.[2,3]

In addition, BAYC's nft effect is more than just its ownership. The implementation diagram of the
project includes future developments, such as assembly into virtual worlds and games, which increase
the hands-on involvement of implementers. This is partly in line with the broader trend in the NFT
market, where practicality and functionality have become important factors in determining value.[1]

3.  Understanding the Status Quo: Social Dynamics and Market Trends

The current nft market is characterized by a combination of social dynamics, market development
trends and user stickiness. In this section, stakeholders explore how these factors influence the value
and popularity of nft, drawing on the latest research and case studies to provide a comprehensive
analytical understanding.

Social dynamics and community involvement

Social dynamics, especially those related to community engagement, will play a key role in
shaping the nft market. Bored Ape Yacht Club(BAYC) is a classic case of social structure proving
the value of nft. He has created a unique community environment where people with nft can sign up
for membership and receive membership activities and privileges. This exclusivity and sense of
belonging can significantly enhance the perceived value of non-native speakers.

In addition, the participation of celebrities and social celebrities will also have a profound impact
on the market. Celebrity endorsement and advertising can enhance the value of nft, attract more
investment, and then raise the price. For example, Stephen Curry and Paris Hilton publicly acquired
the bay cnft, which received a lot of media coverage, thus increasing the visibility and attractiveness
of the project. The social recognition brought by the celebrity endorsement forms a virtuous circle,
and the increase in demand will lead to the rise in price, and eventually attract more attention and
investment from the masses.

Of course, community involvement is another key factor. Community projects with high levels of
activity and engagement tend to have higher value over time. Community activities will let the
participants have a sense of ownership and participation, so as to arouse the long-term interest of the
masses. This is evident in projects such as bay ¢, where community participation in the governance
and decision-making process also contributes to the success of the project.

Market trends and speculation

The speculative nature of the Nft market adds another complication. Prices can also be volatile
due to market trends, media coverage, and investment dynamics. Like the sale of Beeple's Everyday:
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The First 5,000 days for $69.3 million, this is a classic case of speculative fever pushing prices above
their intrinsic value. These reports get a lot of attention and could cause a bubble. In a bubble, prices
rise rapidly due to speculation.

Market speculation is influenced by various factors, including the advanced nature of technology,
the scarcity of certain virtual goods, and the influence of media and social platforms, online reporting
hype. Such speculation is often driven by the fear of missing out (FOMO), followed by a scramble to
get into the market for fear of being left behind.

The role of utility and status

While social dynamics and speculation are the main drivers, the utility of the nft also plays a crucial
role in its valuation. virtual goods that provide functional benefits (such as in-game items or virtual
real estate) provide added value beyond ownership. These utility-driven virtual goods (NTFs) can
attract another segment of buyers interested in their practical applications rather than social status.[1]

However, status remains an important factor. virtual goods are often seen as modern status symbols,
akin to luxury goods in the physical world. Ownership of high-profile virtual goods can confer
prestige and social capital, enhancing their desirability and value. This status-driven value is
particularly evident in projects like BAYC, where the social cachet associated with ownership drives
demand.[6,7]

Market Challenges and Sustainability

The NFT market faces several challenges, including regulatory uncertainties, environmental
concerns related to blockchain technology, and the potential for market saturation. Regulatory
measures could impact market dynamics, affecting how virtual goods (NTFs) are bought, sold, and
traded. Environmental concerns are also important for the energy-intensive nature of blockchain
transactions. Efforts to develop sustainable blockchain solutions are essential for the long-term
development of the market.

Sustainable development affects market speculation, and strategies to promote stable growth are
crucial. Transparent and healthy markets can increase investor confidence and reduce investment
risks by promoting community participation and improving safety concerns, thereby promoting more
stable growth.[1,3]

4.  Research Focus: Social Structure and Symbolic Consumption in the Virtual Economy

This study aims to explore the social structures and symbolic consumption patterns that significantly
influence the value and popularity of non-fungible tokens (NFTs) in the digital economy. By studying
these dynamics, stakeholders can better understand how social framing, user engagement, and
symbolism influence NFT valuations.

Social structure plays a crucial role in shaping the NFT market, with community dynamics and
connections being key drivers of value. One example is Bored Ape Yacht Club (BAYC), whose
strong community and exclusive membership significantly increased the perceived value of its virtual
goods (NTF). A sense of belonging and identity within these communities strengthens social bonds
and increases attraction to non-family members.[3,6]

Symbolic consumption involves purchasing virtual goods (NTF) for their symbolic value rather
than their functional value. High-profile NFTs, like those from BAYC or CryptoPunks, are digital
status symbols similar to real-world luxury goods. The scarcity and exclusivity of these virtual goods
(NTFs) contribute to their symbolic value, making them highly sought after.[1] Celebrity
endorsements expand symbolic value, increase visibility and appeal, and drive up market prices.[6,7]

User engagement is another key factor in measuring the value of NFT. Participating in the
community contributes to continued interest and growth in NFT projects. Active users participate in
governance, project development and promotion, which helps maintain and enhance the value of
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NFT.[2,3] Furthermore, the utility of NFTs, such as in-game assets or virtual real estate, adds practical
value, attracting users interested in functional applications, not just status.[1]

The psychological appeal of virtual goods (NTFs) lies in their ability to satisfy needs for self-
expression, social recognition, and belonging. The NFT recommends that they present their personal
profile and identity to help them gain social acceptance in the community to which they belong. Social
media amplifies these news and developments, and NFT owners display their collections for peer
recognition.[7]

Understanding the interplay between social dynamics, symbolic consumption, and user
engagement is an important factor in guiding the NFT market and developing sustainable growth
strategies. This research shows that social dynamics can be harnessed to help stakeholders build
strong communities and increase the utility of nft as a way to drive value. In the future, research could
focus on exploring the long-term sustainability of NFT projects, the evolution of social structures,
and the regulatory and environmental impacts of NFT.

5. Research Questions

Investigate the following key questions to focus on the dynamics of the overall NFT market:

1)  How do social dynamics, such as association, relevance, and audience scale, influence the
value of virtual goods compared to other factors like speculation and scarcity?

2)  Whatrole does user engagement and community involvement play in determining the market
value of virtual goods (NTFs)?

3) How significant are status and utility in the valuation of virtual goods compared to the impact
of social dynamics and engagement?

6.  Purpose and Scope of the Research

Research has shown that the value of virtual goods (especially high-end communities like Bored Ape
Yacht Club) depends on social dynamics such as information relevance, user size, engagement, and
community engagement. These factors are relevant to members of high-end communities who love
luxury goods and collectibles. Understanding these factors is critical to dealing with volatile NFT
markets and developing sustainable growth strategies, but status and utility play secondary roles to
the primary influences of social dynamics and participation.

7.  Analysis
7.1. Market Trends and Dynamics

Market trends are influenced by many factors, such as market speculation, technological advances,
investor behavior, and the NFT market experiences significant volatility.

Media coverage online and celebrity endorsements have an impact on NFT prices, such as BAYC
and other projects.[6]

By analyzing price data from NFT markets such as OpenSea, this change in price volatility can
reflect the correlation between social media trends and price spikes. [3] The behavior pattern of
investors includes random buying and fear of missing opportunities (FOMO), leading to market
instability. [4]

184



Proceedings of 3rd International Conference on Interdisciplinary Humanities and Communication Studies
DOI: 10.54254/2753-7064/2024.21742

7.2. Scenarios
7.2.1.Scenario 1: Benchmark Market Trends

This scenario examines the transformation in the benchmark market trend of NFTs over five years,
comparing it to the growth phase of major stock indexes such as the S&P 500 Index. By focusing on
positive response factors, identification contributes to the sustained growth of interest and value in
NFTs, similar to the steady growth seen in traditional stock markets.

From 2020 to 2024, the NFT market has experienced significant growth, evidenced by increased
trading volume, market cap growth, and high user activity. In January 2024, the NFT market reached
$1 billion in trading volume, marking a strong 17.3% increase from the previous month. Concurrently,
unique users grew by 20.5%, highlighting the expansion of the participant base. This steady rise
mirrors the growth of the S&P 500 over a similar period, driven by increased investor confidence and
a stable economy.[8, 9]

Mainstream adoption and awareness are critical drivers of NFT market growth. Growing
awareness and understanding of NFTs have led to their integration into various industries, driving
further adoption. Just as broad market indices like the S&P 500 benefit from a wide range of sector
performances, the NFT market's growth is fueled by diverse applications, from art to gaming. [10,11]
Platforms such as OpenSea and Rarible have helped artists enter the NFT space, contributing to
market growth. The adoption of virtual goods by major brands and artists is similar to how companies
in different industries contribute to the overall performance of stock indices.[8§]

Technological advancements in blockchain technology, such as the development of Layer 2
solutions and alternative token standards like ERC-1155 and ERC-6551, have enhanced the
functionality and utility of virtual goods. These innovations are akin to technological advancements
in traditional markets that drive efficiency and open new opportunities. [12] Technologies like
Polygon and Optimism reduce transaction costs and increase transaction speeds, similar to
technological improvements that enhance trading efficiency in equity markets. [13] The ERC-1155
multi-token standard allows for more efficient asset management, comparable to the financial
instruments that add liquidity and flexibility to traditional markets.[12]

The NFT market's maturity is reflected in increased institutional interest, similar to the S&P 500,
where institutional investments drive stability and growth. The entry of institutional investors into the
NFT space has brought more credibility and financial backing, contributing to market resilience. [14]
Large financial institutions and venture capital firms investing in NFT infrastructure and projects
provide a foundation for sustained growth, analogous to institutional investments in blue-chip
stocks.[10] Regulatory clarity and supportive frameworks are crucial for market growth. Just as the
S&P 500 benefits from a well-regulated environment that fosters investor confidence, the NFT
market's growth is bolstered by emerging regulations that protect investors and ensure market
integrity.[13] Efforts to define the legal status of virtual goods and implement consumer protection
measures are critical. These steps are similar to regulatory developments that have historically
stabilized and promoted growth in equity markets.[11]

Interoperability between different blockchain ecosystems enhances liquidity and utility, similar to
how interconnected markets and diversified portfolios drive growth in traditional indices. [10]
Projects like Polkadot and Cosmos lay the groundwork and open the way for greater integration and
expansion of the NFT ecosystem. Enhancing the ability to move virtual goods between different
blockchains not only increases their utility and accessibility but also promotes a more dynamic and
interconnected marketplace environment.[12]

The positive trends in the NFT market over the past five years show that the market is stable and
growing through technological advances, tapping into market potential, regulating market
development, and promoting mainstream adoption. These drivers are similar to those that have driven
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steady growth in major stock indexes like the S&P 500. By understanding these relevant factors and
taking advantage of the opportunities they offer, stakeholders can better navigate this evolving NFT
landscape.

7.2.2.Scenario 2: Hype Scenarios (Social Dynamics, Association, Relevance)

In this context, the report will discuss ways to drive the NFT market hype from the perspective of
social dynamics and their relevance, and how to make some NFT projects significantly more valuable.

The characteristics behind these hype are high social engagement, the availability of celebrity
endorsements, and viral marketing = methods, which together create circular loops that drive up the
price of NFT overall. By studying cases like Bored Ape Yacht Club (BAYC), it is possible to
understand the mechanisms behind these hype cycles and the trends they are influencing the NFT
market.

Social dynamic connectedness plays an important role in creating and sustaining enthusiasm for
NFT projects. Bored Ape Yacht Club (BAYC) is a great example of how strong social relationships
and high community engagement work together to drive market value. BAYC was originally made
up of 10,000 unique ape-man themed NFTS, each with the privilege of an exclusive club. This
exclusivity and high privacy creates a strong sense of belonging and identity among club members,
significantly increasing the perceived value of the NFT.[6,7]

The participation of celebrities such as Stephen Curry, Paris Hilton and Snoop Dogg played an
important role in increasing BAYC's popularity and appeal. These endorsements not only attract
media attention but also increase the credibility and social status of the project, creating a strong
appeal to potential buyers.[1,3] North Carolina is actively engaging in community activities through
social media platforms such as Twitter and Discord to further increase publicity efforts. Members
regularly participate in discussions, events, and collaborations, creating a vibrant and inclusive
environment that attracts new participants and maintains interest in projects. [2]

Relevance and viral marketing are crucial to driving the hype cycle of NFT projects. A project's
ability to capture the public's imagination and remain culturally relevant can lead to rapid growth in
value. BAYC’s success can be attributed to its timely entry into the NFT market and its ability to stay
relevant through continued innovation and media exposure. [12]

Strategic marketing campaigns such as exclusive drops, partnerships with well-known brands, and
high-profile events keep BAC in the spotlight. These events create a sense of urgency and exclusivity,
prompting potential buyers to act quickly to avoid missing out. [14] By incorporating pop culture and
trends, BAC remains culturally relevant. For example, the creation of BAC-themed merchandise and
collaborations with artists and influencers keep the project at the forefront of the NFT conversation.
This continued relevance ensures continued interest and investment.[10]

1) Bored Ape Yacht Club (BAYC)

BAYC was launched in April 2021, and its initial hype was driven by the novelty of the project
and its exclusive club membership model. The project quickly gained traction, with early buyers
enjoying significant returns on their investments. [6] The endorsement of BAYC by celebrities like
Stephen Curry and Paris Hilton brought mainstream attention to the project, significantly increasing
its visibility and perceived value. [7]

Regular community events, both online and offline, have kept the BAYC community engaged and
active, fostering a sense of belonging and loyalty among members. [3]

2)  CryptoPunks

Launched in 2017, CryptoPunks are considered one of the first NFT projects, giving them
historical significance in the NFT space. This has contributed to their lasting relevance and high value.
[9] With only 10,000 unique punks, the scarcity of CryptoPunks has driven up their value. The
project's early adoption and association with the origins of virtual goods have made it a highly sought-
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after collection. [ 14] High-profile sales, such as the auction of several CryptoPunks at Christie's, have
garnered media attention and fueled further interest and speculation. [10] The hype scenarios driven
by social dynamics and relevance often lead to significant market volatility. Prices of virtual goods
can soar rapidly due to speculative buying, only to correct sharply when the initial excitement wanes.
This volatility can be both a risk and an opportunity for investors.

During a hype cycle, rapid increases in NFT prices can create speculative bubbles. Early investors
may get ahead and make more returns, while late investors may suffer losses when experiencing a
market correction. [4] Engaging in community projects and maintaining cultural relevance, as BAYC
does, can reduce some of this instability by keeping customers interested and in need over time. [1]

The dynamic balance of the NFT market is adjusted according to social dynamics and inter-
relationship. When projects like Bored Ape Yacht Club have celebrity endorsements, community
involvement, and strategic marketing, this behind-the-scenes marketing approach creates a hype cycle,
and because of this, the NFT value increases significantly. Although these conditions are highly likely
to lead to market volatility, they also benefit some people. Understanding the mechanisms behind
these hype cycles is important for navigating the NFT market and making informed investment
decisions.

7.2.3.Scenario 3: Utility Scenarios (In-Game Assets)

The utility scenario focuses on practical applications of nft beyond throwing opportunities and
symbolic status. In the field of gaming, nft has proven its usefulness. Assets acquired in games, such
as characters, weapons, and virtual real estate, are increasingly being labeled as nft, providing players
with true ownership and cross-platform transactions. This situation shows that nft continues to drive
market growth and create sustainable value in the game.

The effect of in-game NFTS is that they provide real benefits to the player. Unlike traditional game
items that are single and limited, virtual goods can be traded and used across platforms, providing a
new level of flexibility and value. This model of interoperability and true ownership is revolutionizing
the gaming industry. [12,13]

The nft represents the player, and can be swapped for their favorite character in multiple games.
In Axy Infinity, for example, players create, fight with each other, and shop online for digital pets
called Axies, each of which represents an NFT. These characters can be customized and upgraded
independently and sold on the secondary market, creating a new economy (NFT Square) within the
gaming ecosystem. In-game weapons and equipment as virtual goods allow players to obtain rare and
powerful props that can be traded or sold. In games like The Sandbox, players can use virtual goods
to create, own, and monetize their gaming experiences. This not only enhances the gaming experience,
but also provides economic incentives for players. [12]

Virtual and metaverses create spaces where players can own land and build buildings. In
Decentraland, players can buy, develop, and trade land represented by virtual goods (NTFs). This
land can be used to create virtual experiences, host events, or build applications, providing users with
diverse opportunities. [10,14] The integration of virtual goods in gaming has provided a stable and
growing market segment within the broader NFT ecosystem. The utility of these assets drives
continuous demand and engagement, contributing to market stability.

Games that include virtual goods (NTFs) tend to have higher user retention rates because they
provide economic incentives and deeper user stickiness opportunities. For example, Axy Infinity
created a game-to-earn model that allows players to earn cryptocurrency by participating in the game.
This model has generated significant revenue for players, especially in developing countries, and has
led to continued stickiness and higher transaction volume. [13]

Economic Ecosystem
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Game-to-earn models and virtual real estate markets create self-sustaining economic ecosystems
that support long-term value creation. In Decentraland and The Sandbox, users can purchase virtual
land, develop it, and participate in commercial activities, thereby driving a vibrant virtual
economy.[12,14] While the utility of in-game virtual goods presents significant growth opportunities,
some challenges need to be addressed.

The scalability of blockchain networks is crucial for handling the high transaction volumes
associated with popular games. Layer 2 solutions and sidechains are being developed to address these
issues. For example, Polygon and Optimism reduce transaction costs and increase transaction speeds,
making NFT transactions more accessible and affordable. [12] The regulatory landscape for virtual
goods (NTFs) in gaming is still evolving. Clear guidelines and regulations are necessary to ensure
consumer protection and market integrity. As the NFT market matures, regulatory frameworks similar
to those in traditional financial markets are expected to be implemented. [14]

Educating players about the benefits and risks of in-game virtual goods is essential for broader
adoption. Awareness campaigns and user-friendly interfaces can help bridge the knowledge gap,
ensuring that players understand how to use, trade, and secure their digital assets.[10]

Utility scenarios in the NFT market, particularly in gaming, demonstrate the significant potential
of virtual goods to create sustainable value through practical applications. By providing true
ownership, interoperability, and economic incentives, in-game NFTs are driving market growth and
stability. Understanding these dynamics is critical for stakeholders seeking to capitalize on the
opportunities presented by the integration of NFTs in gaming.

7.2.4.Scenario 4: Audience Demand Market (Engagement, Scale)

Changes in the NFT market are largely influenced by mass consumer demand, which is aimed at a
large number of users who are highly active and engaged. Well-known NFT projects such as
CryptoPunks and CryptoKitties, for example, analyze user engagement and size to understand the
activity of the community and the expansion of the user base, which demonstrates the perceived value
and continued growth of NFT.

User engagement and scale are the most critical driving factors for the NFT market. Projects that
increase user engagement and attract a large number of users will see their impact on the demand and
value of nft more directly. Active communities participate in regular activities such as discussions,
events, and collaborations. For example, CryptoPunks maintains a high level of engagement through
community-organized events and an active social media presence. This ongoing interaction fosters a
sense of belonging and loyalty among members, driving continued demand and investment. [2,3]

CryptoKitties, for example, whose game mechanics allow users to breed and trade to produce
unique digital cats, encourages continued participation in the program. The driving force behind this
approach is the potential to create new, unique kitties and sell them on the market. This user-generated
content model not only increases user engagement, but also increases the value of NFTs through user
engagement. [9,12]

User base size is another important factor in the NFT market. A large user base creates more
demand for virtual goods (NTFs), driving up their value and ensuring liquidity in their markets.
CryptoPunks has a wide user base and benefits from continued demand for its NFTs, contributing to
its continued value. A large number of active users involved in buying and selling ensures that NFTs
can be easily traded, keeping the market stable and growing. [10,11]

Similarly, CryptoKitties' large user base ensures a strong market where NFTs can be easily traded.
A wide user base provides liquidity and stability, which is essential for the project's continued
growth.[13,14]

The success of CryptoPunks and CryptoKitties is attributed to the ability of companies to attract
users and effectively leverage their large user bases.
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CryptoPunks: This project has a highly engaged and large-scale community, driven by its
historical significance and the active trading of these virtual goods (NTFs).

Regular product auctions, social media discussions, and community events keep viewers engaged,
driving sustained demand. Very high net worth auctions, such as Christie's auction of several crypto-
punk items, attract media attention, which in turn generates further interest and speculation from users,
increasing the visibility and value of the project. [6,7]

CryptoKitties: CryptoKitties introduces the concept of cultivating and trading digital cats,
creating a platform for user base interaction and engagement. The mechanics of the game encourage
players to continue to participate in the game, as this allows players to breed unique cats, which can
be sold or participate in trading. This model can drive users to maintain interest and engagement. And
the large user base ensures its continued demand for crypto cats, providing market liquidity and
stability. In general, content created by active community groups helps keep projects successful. [9,11]

The combination of high stickiness and a large user base is significantly affecting the market
dynamics of NFTs. Projects like CryptoPunks and CryptoKitties demonstrate how active the
community is, and this broad market reach contributes to the value and stability of NFTs.

Active participation in the community creates ongoing user demand for NFTs, ensuring the market
remains active and dynamic. This continued demand drives up the value of NFTs and continues to
attract new players. [13] The overall size of the user base ensures its liquidity, thus stabilizing the
market. A large number of active users makes it easier for NFTs to generate transactions, maintain
stable prices, and reduce volatility. [10] User demand, characterized by engagement and scale, are
key factors in the NFT market. Projects like CryptoPunks and CryptoKitties demonstrate how active
communities and large user bases can increase the value and stability of NFTs. Also understanding
the scale of participation can help stakeholders leverage these factors to achieve continued growth
and success in the NFT market.

7.2.5.Scenario 5: Scarcity Scenario

Scarcity is a well-known value driver in traditional digital markets. In the nft market, scarcity usually
represents stuffing boards and unique digital assets, which can increase market demand and increase
the price of products. This case provides insight into how scarcity affects the valuation of nft and
draws parallels with the valuation of luxury goods such as watches in real life. By analyzing examples
such as CryptoPunks and Bored Ape Yacht Club (BAYC), stakeholders can see how scarcity affects
market valuations and market stability.

First, scarcity has a sense of exclusivity and scarcity unlike any other. This can significantly
increase the perceived value of the nft. This can be seen in limited-edition luxury watches sold by
brands such as Rolex or Patek Philippe. The uniqueness and limited availability of these items made
them extremely popular, driving up their market price. [10]

Virtual goods usually issue limited editions and each asset is unique. For example, CryptoPunks
are composed of 10,000 unique characters, each with different properties. The limited number of
CryptoPunks creates a high demand for these digital collectibles, driving up their value significantly.
High-profile auctions, such as Christie’s sale of several CryptoPunks, highlight their scarcity and
contribute to their high market prices. [6,7]

The Bored Ape Yacht Club (BAYC) is another example where scarcity plays a key role. With only
10,000 unique ape-themed virtual goods (NTFs), the exclusivity of owning a BAYC NFT drives huge
demand. The club membership aspect, which includes access to exclusive events and perks, further
increases their value. Celebrity endorsements and media coverage amplified perceived scarcity,
making BAYC virtual goods (NTFs) highly sought after. [1,3]

The post-buzz valuation of virtual goods depends on sustained interest and the intrinsic value
derived from their scarcity. After the initial hype, the value of virtual goods can stabilize, provided
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they maintain their relevance and desirability. Projects like CryptoPunks and BAYC have shown
resilience in maintaining their value post-hype. The historical significance of CryptoPunks and the
community-driven value of BAYC have helped these projects sustain high valuations. The limited
supply ensures that even after the buzz fades, the demand remains relatively high, supporting stable
prices. [2,12]

The valuation dynamics of virtual goods (NTFs) can be compared to luxury watches. Limited-
edition watches often appreciate in value over time due to their rarity and the prestige associated with
the brand. Similarly, NFTs that maintain cultural relevance and community engagement can see their
value increase over time. For example, rare models from brands like Rolex often fetch higher prices
in secondary markets, similar to high-demand virtual goods (NTFs). [10,9]

CryptoPunks, with only 10,000 unique assets, exemplifies how scarcity drives value. The
project’s historical significance as one of the first NFT collections adds to its exclusivity. High-profile
sales and continuous community engagement have helped maintain its high valuation post-hype. [6,7]

The limited number of CryptoPunks ensures sustained demand, even after the initial buzz. The
project’s cultural relevance and active trading community support its stable market presence. [3]

BAYC’s 10,000 unique NFTs create a strong sense of exclusivity. The added value of club
membership and access to exclusive events enhances their desirability. Celebrity ownership and
media coverage have further driven up demand and valuation. [1,12]

Similar to luxury watches, BAYC NFTs have shown potential for long-term value appreciation.
The combination of limited supply, continuous community activities, and cultural relevance ensures
that these virtual goods remain valuable assets in the market. [2]

While scarcity can drive high valuations, it also presents challenges and opportunities. The high
demand for scarce virtual goods can lead to speculative bubbles. Investors need to be cautious of
market overvaluation and potential corrections. [4] Projects must continuously engage their
communities to maintain relevance and value. Regular updates, events, and collaborations are
essential to keep the audience interested.[ 14] As the NFT market matures, regulatory frameworks will
be necessary to ensure fair trading practices and protect investors. Clear guidelines can help stabilize
the market and prevent fraudulent activities. [13]

Scarcity is a powerful driver of value in the NFT market, as demonstrated by projects like
CryptoPunks and Bored Ape Yacht Club. The limited supply of these virtual goods (NTFs) creates
high demand, increasing their long-term value. By understanding the dynamics of scarcity and
drawing analogies with real-life luxury items such as watches, stakeholders can better navigate the
NFT market and capitalize on its potential for continued growth.

7.2.6.Scenario 6: Mature Scarcity Markets

In mature markets, scarcity remains an important driver of value, but is less volatile than in emerging
markets. This scenario focuses on how scarcity affects the NFT market and compares it to the fine art
auction market, which is known for its stability and consistent value growth. By incorporating insights
from the Sotheby's Mei Moses index, stakeholders can better understand how virtual goods may
evolve in a mature market environment where scarcity continues to play a key role.

Scarcity, which reflects its priceless value through the rarity of exclusivity, is highly valued in both
art and non-financial markets. In such a mature market at present, this scarcity has a strong historical
background and good reputation behind the current foundation, which leads to relatively small overall
volatility, so the increase in market value can be inferred from this.

Art auctions are a way for a scarce genre to drive its value in a mature market. Sotheby's Mei
Moses index, which tracks repeat sales of the same artwork over time, shows that the limited supply
of high-quality artworks sustains their value. For example, Claude Monet's "Meules" sold for $110.7
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million in 2019, having previously sold for $2.5 million in 1986. This significant appreciation
highlights the role of scarcity and historical significance in driving value. [15]

The historical context of fine art pieces contributes to their scarcity and value. Artworks by
renowned artists such as Van Gogh, Picasso, and Monet are rare and carry immense historical
significance, which ensures their continuous demand and high valuation over time. This historical
context can similarly be applied to NFT projects that are among the first or most culturally significant
in the digital art space. [15]

Virtual goods (NTFs), especially those with historical significance or limited editions, can follow
a similar trajectory as fine art in mature markets.

As one of the first NFT projects, CryptoPunks have a historical significance that contributes to
their scarcity-driven value. With only 10,000 unique CryptoPunks, the limited supply ensures
sustained demand and high prices. High-profile sales, such as auctions at Christie's, underscore their
continued relevance and value appreciation over time. [6,7] Digital artworks such as those created by
Beeple offer intrinsic value beyond mere ownership. Beeple's "Everydays: The First 5000 Days," sold
for $69.3 million, reflects how scarcity and additional value components can drive significant price
appreciation. [4]

1) Longevity and Cultural Impact

NFT collections that capture cultural moments or trends can maintain relevance over time. For
instance, collections documenting significant digital culture events or pivotal moments can accrue
historical significance, similar to iconic art pieces. [15] In mature markets, the post-buzz valuation of
scarce assets tends to stabilize, driven by continuous demand and the intrinsic value derived from
their rarity. The Sotheby’s Mei Moses indices show that fine art prices tend to stabilize after initial
spikes, with artworks maintaining or gradually increasing in value due to their historical and cultural
significance. This stability is evident in the consistent performance of the SMM All Art Index, which
reflects broader art market trends. [15]

Similarly, virtual goods (NTFs) like CryptoPunks and BAYC have shown resilience in
maintaining their value post-hype. The limited supply and ongoing community engagement support
stable prices and reduce volatility. For instance, despite market fluctuations, CryptoPunks have
retained their high valuation due to their established significance and rarity. [12]

Scarcity remains a powerful driver of value in mature markets, as evidenced by the fine art auction
sector. By drawing parallels to these markets, virtual goods can leverage scarcity to achieve stable
and sustained value growth. However, several challenges and opportunities must be addressed to
ensure long-term stability and growth. The high demand for scarce virtual goods can lead to
speculative bubbles, so investors need to be cautious of market overvaluation and potential
corrections. [4]

Clear and supportive regulatory frameworks are crucial for ensuring market stability and
protecting investors; as the NFT market matures, similar regulatory oversight as seen in the fine art
market can help mitigate risks and promote sustainable growth. [13] Sustaining interest through
continuous community engagement and innovation is vital, with projects needing to regularly update
and engage their communities to maintain relevance and value. [14] Understanding the dynamics of
mature scarcity markets can help stakeholders navigate the evolving NFT landscape and capitalize
on its potential, ensuring that these digital assets remain valuable and sought-after in the long term.

7.3. Analyze Scenarios

To evaluate the potential returns from various NFT market scenarios, it is essential to compare them
against historical and projected returns from traditional asset classes, such as equities and fine art. By
understanding these comparisons, investors can better gauge the profitability and risks associated
with different NFT investment strategies.
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Driven by mainstream adoption, technological advancements, and integration into various sectors,
the baseline NFT market is expected to maintain a compound annual growth rate (CAGR) of
approximately 9.10% from 2024 to 2028. [8,9] This growth rate is comparable to the historical returns
of the S&P 500, which typically averages around 10% annually. This suggests that under stable
conditions, virtual goods can provide returns similar to mature stock markets, making them a viable
investment option for long-term growth.

In hype-driven markets, such as those influenced by social dynamics and celebrity endorsements
(e.g., Bored Ape Yacht Club), short-term returns can be very high. For example, Bored Ape virtual
goods have surged in value with endorsements from celebrities such as Stephen Curry and Paris
Hilton, with some virtual goods appreciating by more than 1,000% in a matter of months.[6,7]
However, these returns can be volatile and subject to market corrections. Comparing these returns to
more volatile stocks or initial public offerings provides insight into their high-risk, high-reward nature.
Virtual goods with strong utility, such as in-game assets in games like Axie Infinity, offer more stable
returns due to continuous user engagement and economic incentives built into the game. These virtual
goods can generate steady income for players through play-to-earn models, which have proven to be
lucrative in markets with high user participation. [12,13] This stability is comparable to dividend-
yielding stocks or real estate investments, where ongoing utility and engagement provide consistent
returns.

Projects like CryptoPunks and CryptoKitties, which benefit from large and engaged user bases,
have shown robust returns. The continuous demand and high liquidity in these markets support
sustained price appreciation, similar to how high-demand stocks perform in traditional markets. [2,11]
These virtual goods can be likened to blue-chip stocks, where a large, loyal customer base ensures
steady demand and price stability.

Scarcity-driven markets, such as those for unique and limited-edition virtual goods (NTFs) (e.g.,
CryptoPunks), can produce high returns due to the exclusivity factor. High-profile sales, such as those
at Christie's, have demonstrated significant value appreciation over time, akin to the appreciation seen
in rare fine art pieces. [4,15] This can be compared to investing in rare collectibles or antique markets,
where the limited supply drives long-term value.

In mature markets, virtual goods that mirror the fine art auction model, where scarcity and
historical significance drive value, tend to offer more stable and less volatile returns. The Sotheby’s
Mei Moses indices show that fine art generally appreciates steadily, with less susceptibility to sudden
market crashes, suggesting a similar potential for mature NFT markets. [15]

8.  Discussion
8.1. Assess for Significance of Expected Driver of Value

To make informed investment decisions, it is crucial to assess the significance of various drivers of
value in the NFT market. These drivers include social dynamics, utility, scarcity, historical
significance, and regulatory frameworks.

Social dynamics, including community engagement and celebrity endorsements, are important
drivers of NFT market value. The impact of these factors is evident in projects such as Bored Ape
Yacht Club, where social relevance and active community engagement drive value appreciation in
games. [7] These dynamics create hype and sustained interest, making them essential for both short-
term gains and long-term growth.

The utility of virtual goods is a key driver of value, especially in the gaming and virtual real estate
sectors. virtual goods that offer real-world applications, such as in-game assets or virtual property,
provide ongoing value through use and trading in a digital ecosystem. This utility not only supports
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ongoing user stickiness, but also creates self-sustaining economic models, as with Axy Infinity and
Decentraland. [12,13]

Scarcity is a fundamental driver of value in all cases. High-demand virtual goods have limited
supply, similar to rare fine art, ensuring continued demand and price appreciation. Projects like
CryptoPunks and BAYC demonstrate how scarcity can create a lasting value proposition. [4,15]

The historical significance of an NFT item can increase its value over time. Similar to works of
fine art, the first or culturally significant virtual goods tend to appreciate steadily. CryptoPunks, for
example, benefited from being one of the earliest NFT projects, which increased their appeal and
value. [6,15]

Regulation is an important part of ensuring market stability and protecting investors. Strong
regulation can help reduce investment risk and fraud risk. At the same time, promote the sustainable
development of the nft market. Having regulations available, similar to those in the art market, is
crucial for the long-term development of the nft. [13]

By assessing the importance of their expected value drivers, stakeholders can better respond to the
changing nft landscape and make the right investment decisions. Understanding some of the market
dynamics can be a significant help in leveraging the possible opportunities offered by the nft market,
ultimately ensuring the long-term value and stable development of digital assets. For example,
Sotheby's Mei Moses tracks historical representations of art that provide a benchmark for assessing
the potential stability and appreciation of a mature aft market. These figures suggest that art steadily
appreciates over time, driven by scarcity and history. Applying these rules to nft, stakeholders find
that mature projects with limited supply and cultural relevance can achieve similar growth and
relative stability.[15]

In a hype driven scene, the short-term gains of virtual goods like Bored Ape Yacht Club highlight
the importance of social dynamics and celebrity influence. However, these performances also
highlight the risk of market volatility and potential investment bubbles. [6,7] Investors must weigh
these high returns against the inherent risk that utility-driven virtual goods (NTFs), such as those in
games, demonstrate how real-world applications can create stable and consistent revenue streams.
These virtual goods provide a reference to sustainable value through ongoing participation and
economic incentives (similar to dividend-paying stocks or rental properties). similar to dividend-
paying stocks or rental properties. This makes utility-driven nft an attractive option for long-term
investors looking for stable returns.

Scarcity is, in any case, still a universal driver that ensures the presence of demand and an increase
in prices. Whether through limited edition CryptoPunks or the cultural significance of historical NFT,
scarcity creates constant value. [13]

Through these aspects, stakeholders thoroughly analyze the importance of various value drivers
so that stakeholders can make strategic investments in nft, harness the potential for stable and
sustained growth to navigate the complexity of the nft market, and make informed decisions to seek
continuous growth opportunities.

8.2. Assessing the Validity of Our Measures

In order to evaluate the effectiveness of our measures, it is necessary to evaluate whether he has
accurately identified the value drivers. Importance in the nft market.

8.2.1.Quantitative Analysis

The projected compound annual growth rate (CADR) and historical comparisons to traditional asset
classes provide a strong quantitative basis for assessing returns. According to statista, driven by
factors such as mainstream adoption and technological advancements, the Nft market is expected to
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maintain a compound annual growth rate of approximately 9.10% between 2024 and 2028, a growth
rate that is comparable to the historical returns of the S&P 500 index, averaging about 10% per year.
By aligning Nft market growth forecasts with those of mature indices such as the S&P 500,
stakeholders can validate the potential for continued growth of the nft market.[9] In addition, footprint
analytics reports that the nft market peaked at $946 million in January 2023, highlighting significant
short-term growth and further highlighting long-term growth potential. [8]

8.2.2.Case analysis

Bored Ape Yechat club, CryptoPunks and axy Infinity are examples of successful nft projects that
assess in detail how specific drivers such as social dynamics utility and scarcity affect their value.
For example, Bored Ape Yechat club's value skyrocketed after celebrity endorsements and
community involvement, illustrating the power of social platforms to drive both short - and long-term
value. CryptoPunks, as one of the first nft projects, and axy Infinity's utility-driven model in the
gaming space offer lessons on how to promote sustained value appreciation and keep the market
stable.

8.2.3. Historical Context

Sotheby's Mermoise Index shows similarities between virtual goods and art auctions, confirming their
potential for long-term survival driven by historical factors as well as their own scarcity. A review of
Sotheby's Mermosey Index, which tracks repeat sales of art, shows that art generally continues to
appreciate steadily over time and is not affected by sudden market changes. This historical picture
provides a basis for assessing long-term, stable growth in mature emerging markets.[15]

8.2.4.Market Trends

Monitoring market trends and user engagement can demonstrate the importance of high community
engagement and organizational activity. Platforms that track the volume of a market and build
individual users and transaction frequency provide insight into how these factors are driving value
growth. For example, data from Simple hash shows that active user engagement and high transaction
volumes on platforms like Open ¢ have an increasing impact on nft values. [8,12] In addition, Axy
Infinity, where normal players earn cryptocurrency through the game, proves how important this
efficiency achievement is in sustaining market activity and value growth. [13]

8.2.5.Regulatory Developments

Assessing the impact of emerging regulatory frameworks on market stability helps to demonstrate
the importance of regulatory transparency. As the NFT market continues to mature, the development
of relevant supporting regulations similar to those in traditional financial markets is important to
reduce risk and protect investor interests. Comparing the regulatory environment of the nft market
with that of traditional markets ensures that the measures used are comprehensive, thereby supporting
the long-term viability of the virtual goods (NTFs). [13]

Combining quantitative analysis, case studies, historical context, market trends and regulatory
assessment analysis, stakeholders can generate accurate insights and give stakeholders a clear
understanding of how to choose and invest in the evolving nft landscape, a multi-faceted analysis that
not only highlights the potential for substantial returns, The importance of reducing risk through smart
strategic investment decisions was also highlighted.
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9. Conclusion

Taking into account long-term stability and growth, the study delves into the key drivers of NFT
market value, showing the role of social dynamics, user engagement and scarcity, through a
comprehensive fact and data analysis that includes baseline trends, hype cycles, utility-driven markets,
audience needs and mature scarcity markets.

It is well known that social dynamics and engagement have become important factors driving the
value of NFT, and projects like Bored Ape Yacht Club (BAYC) show the significant impact of social
relevance and strong community engagement on increasing market value, a perspective that shows
the two-sided nature of social influence: While it can create huge short-term hype and arouse people's
interest, it also brings huge risks in the market correction.

In most cases, scarcity is still the fundamental driver. Limited edition and unique digital assets like
CryptoPunks always keep demand high and prices appreciating. This is similar to the dynamic
development of the market for fine art and collectibles, where limited supply can extend long-term
value, and these correlations increase competitiveness in the market.

At the same time, a clear and strong regulatory system is important to maintain market stability as
the NFT market matures. Strong regulation, similar to the regulation of traditional financial markets,
can help reduce risks and promote development. Regulation needs transparency. Without
transparency, there will be some fraudulent activities and the risk of investment crisis will be
increased

This study provides a nuanced analysis of the NFC market by comparing different data and
analyzing the importance of expected value drivers, with insights gained from quantitative analysis,
case studies, historical context, market trends, and regulatory developments providing a powerful
framework for navigating and investing in this changing environment. Understanding these dynamics
is critical to capitalizing on the opportunities in the NFT market and ensuring the long-term value.
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