A marketeer’s
guide to NFTs
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WHAT ARE
NFTs?

NFTs are the latest digital phenomenon and have grown into
market worth $7 billion.
Prominent brands have been taking notice and NFTs are becoming
mainstream but due to their rapid rise, many people don't know
what they are and the immense potential they hold.
That's why we created this Nifty guide.

“NFTs are going to play a huge role in the next 12 months
as brands unlock the communal power of these digital
assets. They’re a great community-building tool for
sports and creative industries but have huge potential
across a variety of sectors, especially rights holders and
creators.”
- Christian Collison
CEO & Founder, Nifty Communications
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Audience development and engagement is a critical part of making any
NFT project a success. It creates a mutually beneﬁcial relationship
between seller and audience - as scarcity of an NFT increases, so does its
value.
The audience beneﬁts by earning from their involvement with the seller,
while hype builds around the project and therefore increasing the value of
future NFTs.

NFT stands for Non-Fungible Token. It’s non-fungible
because it has unique properties, like a house, a piece
of art or a song, as opposed to a fungible asset like
money. NFTs can increase in value but if you swapped
a £5 note for ﬁve £1 coins, the value would remain the
same.
The most prominent NFTs have been based around different
forms of digital art. They can, however, represent
ownership of any unique physical or digital asset and
because ownership of an NFT is secured on the blockchain,
they are being touted as the future of documents such as
deeds for properties. While the asset can be replicated,
such as digital artwork being screenshotted and shared
multiple times on social media, the Blockchain proves
original ownership of the token itself.

NFTs are a great opportunity to engage your audience and
allow them to earn from their involvement with you. When you
own an NFT and it rises in value, you become part of the
journey as you’re ultimately beneﬁtting from a brand
relationship.

The beauty of NFTs is there’s much more to them than simply
being digital assets. Ownership of an NFT can provide material
perks such as signed shirts, access to venues and lifetime
beneﬁts, which in themselves can grow in value.
NFT projects are as much about the creator/brand and the
journey they can take the audience on, as they are about the
token itself. That's why there's so much marketing potential in
this innovative digital space and we're seeing famous individuals
and organisations come up with creative ways to drive interest in

their NFTs and combine them with their traditional marketing
efforts.
Whether an NFT is purchased because of affiliation with the
brand, beneﬁts associated with the token or simply as an
investment, there are many reasons why interest in your NFTs can
grow and therefore become more valuable. Whatever is driving
up the value, sellers can generate additional income in the form
of smart contracts.

Smart contracts enable you to ensure future
earnings from the value of an NFT. Even though you
don’t own it anymore, you can still earn passive
income each time the token is resold.

YOU SELL YOUR NFT

Smart contracts are the underlying blockchain technology that
powers NFTs – a digital contract where the agreement between users
is set in code. Creators of NFTs can set terms that impose royalty fees
whenever the tokens are exchanged second hand, taking a 10% cut of
total sale prices in future, for example. Because these smart contracts
are self-executing computer programmes, the creator doesn’t have to
track payment or enforce the royalty terms themselves – the process
is fully automated.
There are other elements you can tie in to smart contracts which are
digitally stored and, again, untamperable. These can include
commercial elements, rights ownership and future opportunities.
Essentially, a smart contract can be bespoke to your requirements.
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If you’re looking into buying or selling NFTs, it’s
important to familiarise yourself with gas fees.
Any transaction carried out on the blockchain is
processed by ‘miners’ using powerful systems and a
signiﬁcant amount of electricity. The amount of
technological effort that goes into this is what’s referred
to as ‘gas’, hence the payment of gas fees to the miners.
It’s much like the processing fees we’ve been used to
with credit cards.

The cost of gas fees varies depending on the number and complexity of
transactions – the more complex they are to verify, the higher the gas
fee will be. The miners ﬁnding successful solutions to cryptographic
problems allows for sets of transactions to be processed and added to
the blockchain.
With Ethereum, the cryptocurrency mainly used to buy NFTs, you have
to specify a ‘gas limit’ which is the maximum gas you are willing to pay
for any transaction. The ‘gas price’ refers to the amount you are
prepared to pay for a unit of gas, known as Gwei. Put simply, the total
gas fee will then be the gas limit multiplied by the gas price.

The recent momentous announcement by Meta (formerly
Facebook) about its expansion into the metaverse has
sparked a renewed wave of interest in NFTs. NFTs are
already seen as the bridge to the metaverse as a way of
facilitating identity, community and social experiences in
these digital worlds.

Decentraland is a digital world that
aims to incentivise a global network of
users to operate it. Users can buy and
sell digital real estate, with ownership
represented in NFTs leveraged in the
Ethereum blockchain. Over time the
platform has evolved to facilitate
interactive apps, in-world payments
using its native MANA tokens, and
peer-to-peer communication between
users.

Another digital world, Sandbox, works in a very similar way in terms of buying and selling
‘land’ in virtual reality but it works in a gaming format. Again built on the Ethereum
blockchain, users transact with SAND tokens to build and design their on avatars to
access a variety of environments, games and hubs in this metaverse. Digital goods are
created which can then be monetised through NFTs and sold for SAND tokens, which
users can also earn through playing games and buying on crypto exchanges.

According to DappRadar, NFT trading volume in the quarter from
August-October 2021 was up by 38,000% on the previous year at
more than $10 billion. An increase showing the staggering rate at
which the NFT market is growing despite its infancy.

2021 was the year of the brands ﬁnding their feet in the NFT space.
This level of growth means it’s inevitable that more are going to follow
suit in 2022 and beyond, particularly as we expand more into the
metaverse. As part of this, we’re going to see a greater crossover
between a business’ physical and virtual offerings.
Some of the most recognisable names in fashion, for instance, have
already been making moves in this respect. Nike have acquired RTFKT
studios with a view to minting NFTs in the form of digital trainers,
which would form part of the customisation of avatars we’re already
seeing in the metaverse.

NFTs have also been touted as a way of shaking up the
music streaming model that is dominant today, by
reintroducing the collectible element we used to see with
CDs and records while ﬁnancially rewarding artists more
proportionately. The secure and efficient nature of the
blockchain also means that some see NFTs as the future of
transferring property ownership.
It’s still very early in the era of NFTs and with the levels of
growth investment we’re seeing in this sector right now, the
world, both real and virtual, is very much their oyster.

Want to ﬁnd out more about NFTs?
Contact us today
hello@niftycomms.com
01905 27126

