MEOEULE]
Comparative
Legal Guides

Practical cross-border insights into trade mark law

Trade Marks

2023

12t Edition

Contributing Editor:

Nick Aries
Bird & Bird LLP



Table of Contents

Expert Analysis Chapters

7

Trade Mark Questions in Emerging Technologies: NFTs, Metaverse and Beyond

Nick Aries & William Wortley, Bird & Bird LLP

Trade Dress Protection in the United States — A Moving Target

Ron DiCerbo, McAndrews, Held & Malloy, Ltd.

Q&A Chapters

p

Belgium
Simont Braun: Emmanuel Cornu, Eric De Gryse &
Michaél De Vroey

Brazil
Ludmer Law: Eduardo Ludmer

Cameroon
NICO HALLE & Co. LAW FIRM: Vanessa Halle-Fonguh
& Francine Kenah Njekam

Cayman Islands
HSM IP Ltd.: Huw Moses & Kate Cleary

China
Jones & Co.: Yixian Chen & Paul Jones

Cyprus
Koushos Korfiotis Papacharalambous LLC:
Eleni Papacharalambous & Georgia Charalambous

France
AtlantIP: Axel Doucerain

Germany
Meissner Bolte: Bettina Hart &
Jeannette Lewandowski

Greece
Voelkel Kataliakos Roussou Law Office:
Anna Roussou & Dr. Henning Voelkel

Hungary
SBGK Attorneys at Law: Péter Lukacsi

India
LexOrbis: Manisha Singh & Omesh Puri

Indonesia
Pillari ELK: Primastuti Purnamasari

Israel
Ehrlich, Neubauer & Melzer (EN&M):
Adv. Yehuda Neubauer & Adv. Chamutal Niran

1

N

N

2

~

Italy
FTCC Studio Legale Associato: Filippo Canu,
Pierluigi Cottafavi & Lara Cazzola

Jamaica
DunnCox: Joanne Wood Rattray & Kelly Akin

Japan
Fukami Patent Office, P.C.: Yoshitake Kihara &
Miki Tomii

Kazakhstan
MG Partners: Inna Revazova, Darya Markina,
Meruet Zhunubaeva & Ayazhanym Alzhan

Korea
Lee International IP & Law: Dong-Hwan Kim,
Min-Hee Kim & Robert M. Kim

Macau
BN Lawyers: Bruno Nunes

Malta
Camilleri Preziosi: Steve Decesare & Alexia Valenzia

Mexico
OLIVARES: Alonso Camargo, Victor Ramirez &
Santiago Pedroza

Netherlands
Legaltree: Marjolein Driessen

Nigeria
G. Elias: Fred Onuobia SAN, Similoluwa Oyelude &
Japhet Eneh

Norway
Acapo AS: Ingrid Wetlesen Davanger &
Kristina Edén Johnsen

Philippines
V&A Law: Katrina V. Doble &
Danielle Francesca T. C. San Pedro




Q&A Chapters Continued

274

Portugal
Inventa: Vitor Palmela Fidalgo & Jiilia Alves Coutinho

Spain
Arochi & Lindner: Miriam Anidjar Mogeda

Taiwan
TIPLO Attorneys-at-Law: J. K. Lin & H. G. Chen

Ukraine
ADVANCE PARTNERS: Oleg Zhukhevych, Olga Danish
& Olga Kreshchenko

317

Table of Contents

United Kingdom
Bird & Bird LLP: Daniel Anti & Nick Aries

USA
Fross Zelnick Lehrman & Zissu, P.C.: Karen Lim &
Richard Lehv

Zambia
NOVUS HM Legal Practitioners: Misozi Hope Masengu

Zimbabwe
Wintertons Legal Practitioners:
Cordellia Nyasha Midzi



Trade Mark Questions In
Emerging Technologies:
NFTs, Metaverse and Beyond

Bird & Bird LLP

Introduction

Non-fungible tokens (NFTs) and the metaverse have been
amongst the most talked about commercial hot topics of recent
years. A wave of recognisable brands have increasingly been
using these technologies, either as part of their roll-out strategy
for real-world products and services, or as standalone projects.
The increased focus on these technologies has required trade
mark holders to re-evaluate the way in which their assets are being
utilised, their trade mark filing strategies, and their approach to
enforcement. The last few years have also seen a steady increase
in the number of disputes relating to NFTs in particular.

In this chapter, we look at some of the issues that rights
holders can consider when reviewing their enforcement and
filing strategies, and what guidance might be found in the most
recent cases in this area.

What is the Metaverse?

Broadly speaking, the “metaverse” is a digital world where users
share experiences and interact in real time within simulated
scenarios, which may be facilitated by virtual and/or augmented
reality technology.

However, to speak of “the” metaverse is arguably currently
something of a misnomer. In reality, there are currently multiple
metaverses being developed by different actors, underpinned by
different technologies. Broadly speaking, at the time of writing,
they can be categorised as follows:

(1)  “Traditional” centralised metaverses: These largely consist
of virtual worlds that already exist in the Web2 environ-
ment, centrally governed by a single organisation that
controls user data access. The gaming industry has been
at the forefront of such metaverses, including Epic Games’
Fortnite, where users not only play games but can attend
virtual concerts and live out aspects of a virtual life online.

(2) Centralised Web3-type metaverses: These are similar to
the traditional centralised metaverse described above but
they incorporate the blockchain. An example would be
Meta’s Earth 2 metaverse.

(3) Decentralised Web3-type metaverses: These systems are
guided by a decentralised autonomous organisation (DAO)
where users have a greater influence over their administra-
tion. One prominent example is Sandbox in which users
can buy digital pieces of “land” using Sandbox’s native
cryptocurrency to build interactive experiences using
games and digital assets. Users can also create NFTs and
sell those NFTs on Sandbox’s native marketplace.

Prominent brands have been amongst the most high-profile
early adopters of metaverse technology, particularly those in the
fashion industry. For example, Nike acquired RTFKT, a digital
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design studio producing virtual trainers and other collectibles
that can be worn across different online environments. Nike
has also created its own virtual Nikeland world within the
online game Roblox in which players can buy branded prod-
ucts for their avatars. In respect of high-end fashion, Ralph
Lauren has launched a Roblox collection, while Louis Vuitton
and Balenciaga both released video games to supplement their
real-life catwalk shows.

What are NFTs?

NFTs are cryptographic, digital tokens that are not fungible,
containing unique data comprising code and other meta-
data. Their lack of fungibility means that unlike, say, physical
currency, an NFT cannot be readily exchanged for another NFT
in such a way that the owner in question continues to own the
same thing. (By contrast, a Dollar can be swapped for another

Dollar and the owner does continue to own the same thing.)

An NFT is created (or “minted”) and resides on a blockchain
solution such as the public blockchain Ethereum, or others like
Polkadot, Cosmos and Flow. NFT integration in the block-
chain allows users/owners to track all transactions/activity in
the NFT from the date of minting onwards.

There are NFT marketplaces such as OpenSea or Rarible
through which NFTs are bought and sold, and these transac-
tions are reflected in the blockchain ledger at the backend.

Broadly speaking, NFTs fall into one of two buckets:

(1)  An NFT linking to a physical asset, such as a luxury good.
In this case, a seller creates a digital certificate of owner-
ship and authenticity and embeds it in an NFT that they
transfer to the purchaser along with the physical asset.
This first bucket is a more eye-catching opportunity for
brands compared with the current authentication methods
available to them.

(2) AnNFT linking to a digital asset, representing a right to do
something with a licensed copy of something. In this case,
the NFT includes a unique URL that directs the owner to
a web server hosting the digital file, such as digital artwork,
music or a video clip, or an in-game item for a computer
game. The asset linked to the NFT is nearly always held
“off chain”, i.e., it is not part of the NFT itself.

How Trade Mark Protection Applies to NFTs
and the Metaverse

Different approaches are taken internationally with respect to the

protection of trade marks and assessment of infringement. In the

UK and EU, protection is offered against infringement by using:

(i)  an identical trade mark in respect of identical goods or
services;
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(i) an identical trade mark in respect of similar goods or
services or a similar trade mark in respect of identical goods
or services where there is a likelihood of confusion; and

(iii) an identical or similar trade mark on dissimilar goods or
services, where the protected mark has a reputation and
the infringer takes unfair advantage or causes detriment to
the repute (“tarnishment”) or distinctive character (“dilu-
tion”) of the mark.

“Double identity” infringement

In assessing whether there has been double identity infringe-
ment under Article 9(2)(a) of the EUTM Regulation/Section
10(1) Trade Marks Act 1994 (TMA), there is a question as to
which goods and services are covered by the trade mark as regis-
tered. Taking trainers as an example, they would typically be
registered in class 25, which is described in the WIPO Explana-
tory Note as including “footwear ... for human beings”' (emphasis
added). Some commentators have questioned whether a regis-
tration for a physical item (such as a trainers) could be said to
cover all forms of that product (including virtual trainers), such
that trade mark owners could argue that the goods are identical.

In considering the scope of the particular registration, the
position in the UK is that the meaning of the words describing
goods or services must be determined as at the date of registra-
tion.? Consequently, it may be unlikely that older registrations
for physical goods such as trainers could be interpreted to mean
that virtual versions of the same goods are considered identical.

By contrast, a recent case in Italy interpreted the specification
of goods more broadly, in favour of the rights holder. In the
Juventus v Blockeras case,’ the defendant launched an NFT project
called “Coin of Champions”, involving digital football cards.
This offering included a card of the well-known Italian player
Christian Vieri wearing a Juventus jersey and showing Juven-
tus’s distinctive signs. Juventus sought a preliminary injunc-
tion, while Blockeras argued that the marks in question were
not registered for “downloadable virtual goods”. However, the
Italian court deemed that the registration of Juventus’s trade
marks in class 9 for terms such as “downloadable electronic publica-
tion” was broad enough to include digital football card NFTs.

For services, it is easier to envisage an argument of double
identity infringement. If, for example, an entity were to set up
a payment provider service in the metaverse branded “Visa” or
“PayPal”, those services will likely be identical despite the fact
that the transaction was occurring in a virtual world —i.e., they
are still providing payment services. The discussion below in
relation to the European Union Intellectual Property Office’s
(EUIPO) practice note about appropriate classification further
supports this.

Similarity of goods in the context of NFTs and the

metaverse

In respect of infringement cases under Article 9(2)(b) of the
EUTM Regulation/Section 10(2) TMA when assessing similarity
of goods (or services), the assessment in the UK and EU considers
the uses and users of the goods, their physical nature, their trade
channels, and whether they are in competition with each other or
complimentary. Taking the example of a digital pair of trainers:
(1) The uses of the respective goods: One function of physical
trainers is to provide their owner with comfortable footwear
that will protect their feet and keep them warm and dry.
However, for certain trainers, the use can be just as much
about self-expression, the projection of a particular image,
and loyalty to a brand. Many trainer brands retain value
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because of their exclusivity; it has become common for real-
world buyers to purchase trainers as collectible items, never
actually wear them, and for those trainers to be traded and
sold on for profit. Such uses are arguably equally applicable
in respect of digital trainers backed by an NFT.

(2)  The users of the respective goods: While it might be argued
that the users of digital trainers are the avatars that “wear”
them, those avatars are arguably inseparable from the
human user who controls them (and as time progresses,
this division may become increasingly blurred).

(3) 'The physical nature of the goods: Clearly the physical
nature of real-world trainers is completely different from
that of a virtual one. However, it might be possible for
trade mark owners to argue that the items are visually
similar such that they contain an element of physical simi-
larity (e.g., if both physical and digital trainers consist of
the same distinctive design).

(4) 'The trade channels through which the goods in question
reach the market: There is commonality here through
online retail.

(5) 'The extent to which the respective goods are in competi-
tion with each other or complementary: Physical trainers
and virtual ones likely do not compete with one another
(although there is room for creative arguments as the
metaverse becomes more ubiquitous). However, there
is clearly scope for argument that physical and digital
trainers are complimentary to one another. Where NFTs
are used as a badge of authenticity and ownership in rela-
tion to a real-world product, this could be said to consti-
tute complementarity.

Marks with a reputation

In respect of trade mark infringement that takes place in the real
world or online, famous marks with a reputation have the advan-
tage of being able to avail themselves of the additional protec-
tion afforded to prevent unfair advantage being taken of, or
detriment being caused to, the mark under Article 9(2)(c) of the
EUTM Regulation/Section 10(3) TMA. Where thete is a good
case under this heading, arguments about whether goods are
identical ot similar become moot.

The disputes emerging to date tend to involve marks with a
reputation, where this additional protection may be of signif-
icant importance. Owners of less well-known brands are less
likely to be the first targets of misuse by third parties but will do
well to adapt to these new environments in terms of their filing
and litigation strategies.

Unregistered rights

As is the case in more traditional IP infringement cases, in the
UK, it may be possible for brand owners to argue that an infring-
er’s acts also amount to passing off. The test for passing off is well
known and long established, requiring a claimant to prove that:
(i) it has goodwill attached to the brand;

(ii) there has been a misrepresentation by the defendant such
that the public believes or is likely to believe that the defend-
ant’s goods or services are those of the claimant; and

(iii) the claimant has suffered damage as a result of that
misrepresentation.

The flexibility of a passing-off claim can be beneficial when
enforcing against emerging paradigms of use, and of course
there is the benefit that a claim can be brought without needing
a trade mark registration.
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The law of unfair competition, generally applicable in many
continental European countries, is often wider in scope than
passing off and is therefore likely to be a useful additional tool
for rights holders seeking to bring actions against NFT and
metaverse-related infringement in those jurisdictions. Unfair
competition was successfully argued before the Italian courts in
the preliminary injunction proceedings issued by Juventus Foot-
ball Club against Blockeras as discussed above.

In summary, the benefits of filing new trade marks directly
covering NFTs and virtual goods include not needing to argue
about whether physical goods in a conventional trade mark spec-
ification are identical or similar, and not needing to prove repu-
tation. We discuss below various considerations for such trade
mark filings. Even for trade mark owners needing to take action
based on older marks, there is certainly still a case to build.

Jurisdiction and Targeting

One question that will need to be answered when bringing
proceedings relating to NFTs and/or the metaverse is which is
the appropriate jurisdiction. In due time, there may be complex
questions around the appropriate jurisdiction if there were to
be a maximalist version (or versions) of a single metaverse.
However, as things stand, the use of a sign in relation to NFTs
and/or in the metaverse effectively occurs online. As such, in
respect of at least the UK and EU, the test for whether use of
a sign is actionable in a jurisdiction is likely that of “targeting”.

Targeting means taking aim at the consumers in another
country, with the principles being summarised by Kitchen L]
in Merck KGaA v Merck Sharp & Dobme Corp.* In his judgment,
Kitchin L] stated that the targeting in question has to amount to
a use of the mark in relation to goods in the course of trade in
the jurisdiction, and the mere fact that a website or platform is
available in a territory is not sufficient for concluding that there
has been targeting. The court also held that the question of
whether there had been targeting was to be assessed objectively
though the eyes of the average consumer, and that it is necessary
to evaluate all the relevant circumstances.

A non-exhaustive list of matters to be considered was
provided by the Court of Justice of the European Union (CJEU)
in Pammer, including telephone numbers with an international
dialling code, language and mention of international clientele,
although it was noted that the evidence is a matter for national
courts. Kitchin L] also said in Merck that a finding that an adver-
tisement was directed at consumers in the UK did not depend
on there being any clear evidence of the factors that are tradi-
tionally considered. The appearance and content of the website
would be of particular significance, including whether it was
possible to buy goods or services from it. In addition, the rele-
vant circumstances might extend beyond the website itself and
include, for example, the nature and size of the tradet’s busi-
ness, the characteristics of the goods or services in issue and
site traffic stats. These observations are likely to be relevant in
an NFT/metaverse environment where some of the traditional
factors for assessing targeting may be entirely absent.

One UK case to watch on the topic of targeting is Lifestyle
Egqunities v Amazon.® 1n these proceedings, the first instance court
found that Amazon.com was not targeted at the UK/EU in part
because Amazon operated dedicated websites for those jurisdic-
tions. However, the Court of Appeal disagreed, finding that the
sites in question were targeted at the UK, in part because they
stated that items could be shipped to the UK. The Supreme
Court granted permission to appeal on 13 December 2022; the
appeal will likely be heard later this year.
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Another case to keep an eye on is the pending CJEU refer-
ence in Ldnnen v Berky.! The CJEU is expected to rule during the
course of this year. In that case, the referring court in Finland
is asking how to approach the assessment of targeting and juris-
diction in a trade mark infringement action where there is no
express reference in the online use to the geographical area to
which goods are to be supplied. The court asks about the extent
to which various factors (such as the global nature of the market
for the goods in question — consider, by analogy, an NFT) can
be taken into account in that assessment.

Approach to Trade Mark Filing

Certain brand owners will be in a position to rely on their
existing trade mark portfolio to enforce against misuse in the
metaverse or through the offer and sale of NFTs. However, in
order to ensure maximum protection, many brand owners have
been choosing to make new filings specifically for NFTs and/
or the metaverse, resulting in an enormous surge of NFT and
metaverse-related trade mark filings in 2022. For example, it
was recently reported that there had been nearly 5,000 United

States Patent and Trademark Office trade mark application

relating to the metaverse and virtual goods or services in the

period from January to October 2022, well over double the

number for the equivalent period in 2021.%

In June 2022, following a surge of NFT and metaverse-related
trade mark applications, the EUIPO issued guidance’ on its
approach to the classification of “virtual goods” and “non-fun-
gible tokens (NFTs)”, stating that:

(1) Virtual goods are proper to class 9 because they are
treated as digital content or images. However, the term
“virtual goods” on its own lacks clarity and precision so
must be further specified by stating the content to which
the virtual goods relate (e.g., downloadable virtual goods,
namely, virtual clothing).

(2) By operation of the 12™ Edition of the Nice Classification
(in force as of 1 January 2023), downloadable digital files
authenticated by NFTs would be incorporated in class 9.
NFTs are treated as unique digital certificates registered
in a blockchain that authenticate digital items but are
distinct from those digital items. For the EUIPO, the
term “non-fungible tokens” on its own is not acceptable.
The type of digital item authenticated by the NFT must
be specified.

The EUIPO guidance also stated that services relating to virtual
goods and NFTs would be classified in line with established prac-
tice for classification for services. This appears to indicate that
they do not consider the services on offer in the metaverse to
differ significantly from those offered in the virtual world.

Remedies

Relevance of intermediaries

The communities that drive the Web3 and NFT environment
have done so under a culture that values privacy, and in many
instances, anonymity. As such, issues identifying and serving
process on anonymous or pseudo-anonymous infringers are
likely to be an important part of launching certain proceedings.
As noted below in this chapter, there are certain legal mech-
anisms being developed to provide tools to overcome these
issues, including serving proceedings via an NFT; however, in
an environment that generates a vast quantity of user-generated
content, it is something that rights holders are going to have to
consider carefully.
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A more familiar approach to tackling infringement is to
pursue notice and take-down strategies where available. In the
US, DMCA notices (under the Digital Millennium Copyright
Act 1998) have been successful in getting allegedly infringing
NFTs taken down from OpenSea in relation to alleged copy-
right infringement. For example, when the creator of the infa-
mous “Pepe the Frog” cartoon complained of infringement by
the Sad Frogs District project, resulting in its delisting. The
many and various metaverse operators and NFT platforms are
likely to have varying systems in place, and divergent attitudes
to take-down notices.

If the notice and take-down procedure is unavailable to rights
holders or such notices are repeatedly circumvented by users,
where suitable, trade mark owners might consider applying for
a court order to compel the platform to disclose the infringer’s
details, provided they are confident that the platform in ques-
tion actually has those details. (In the UK, this is known as a
Norwich Pharmacal order.)

In the most heinous situation, where a platform is set up solely
or predominantly for infringing purposes, brand owners could
consider seeking a site-blocking injunction. Such injunctions
have become more commonplace in the UK in recent years,
particularly in the context of online infringement of rights
in media content, but they are typically only suitable for sites
enabling large-scale piracy and/or counterfeiting. As a result,
the instances in which such action will be appropriate and
proportionate are likely to be relatively rare.

Should remedies be adapted to accommodate NFTs and

the metaverse?

Historically in the UK, there had been some uncertainty as to
whether crypto assets constituted “property”, a prerequisite for
granting proprietary relief over assets in the UK. However, in
recent years, there have been several decisions indicating that
they should be:

®m  In _AA v Persons Unknown, re Bitcoin,” the judge concluded
that crypto assets such as Bitcoin were property, drawing
partly on the UK Jurisdiction Taskforce’s November 2019
statement that those assets should be treated as such.

] Mote recently, in Deborah Osbourne v Persons Unknown and
Ozone," the court held that there was at least a realistically
arguable case that NFTs should be treated as property.
This general approach has also been seen in Singapore,
where the Singapore High Court recently found that NFTs
were digital assets that formed legal property, blocking the
sale of a Bored Ape NFT."

While this preliminary hurdle might be overcome, there are
likely to be practical issues when considering which remedies to
seck to enforce against infringers. For example, if a platform
were ordered to delist assets, the problem of pseudo-anonymity
might limit efficacy by making it relatively easy for infringers
to resurface elsewhere and carry on their infringing activities.
Further issues need to be considered if seeking destruction or
delivery-up of the crypto assets. NFTs exist on the permanent,
immutable blockchain, and cannot be destroyed or removed
from that blockchain.

There are some alternatives. “Burning” an NFT is one such
example. This is a public, irreversible, and permanent transac-
tion that is recorded on the blockchain ledger. The primary way
to “burn” an NFT is to send it to a null web address that no one
owns where it is rendered inaccessible and therefore devoid of
value. “Burning” does involve the payment of some fees, so it
will be necessary to include in any order who is responsible for
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the payment of those fees. In centralised networks, it might also
be possible to break the link between an NFT and digital asset
by removing that asset from the URL, but this is unlikely to
work in all scenarios, including where the content is hosted on a
distributed P2P network.

Regarding damages, it is worth observing that, for NFTs in
particular, the value is often in one-off (or limited) high-value
transactions. This contrasts with traditional counterfeiting
cases where the rights holder tends to be more concerned with
shutting down the illicit activity rather than seeking damages,
for various reasons. In a situation of enforcement in relation
to a valuable NFT, damages may take on a greater focus in the
minds of rights holders.

What Cases to Date Can Tell Us About
Disputes in the Future

In 2023, we can expect to see more court decisions in disputes
that are already afoot, which will influence the direction of
future brand protection and enforcement strategies. We can
also expect to see new proceedings being instigated about future
cases where boundaries are being pushed. Some of the more
high-profile disputes going through the courts are as follows.

Hermés v Rothschild (MetaBirkin)

‘The Hermeés v Rothschild"® dispute was the first major example of
an established luxury brand bringing legal proceedings for the
use of a registered trade mark in creating and selling NFTs.

In these proceedings, Mason Rothschild, a Californian artist,
created a series of NFTs mimicking Hermes” BIRKIN bag,
which he dubbed the “MetaBirkin”. The MetaBirkins were
initially sold both directly and on OpenSea. Hermes sued in
New York, alleging that Rothschild misappropriated Hermes’
IP in creating and selling his series of MetaBirkin NFTs,
claiming that Rothschild had sold over $1m worth of MetaBir-
kins by early January 2022. Hermes argued that the NFTs act
in the same way as traditional counterfeit products and that
Rothschild purposefully used the BIRKIN trade mark in order
to inflate the value of his series of NFTs. Rothschild primarily
relied on freedom of speech arguments in his defence.

In February 2023, a jury found that Rothschild’s sale of the
NFTs in question did not amount to protectable free speech
under the first amendment, and violated Hermes’ rights in the
BIRKIN trade mark, awarding the luxury brand $133,000 in
damages (consisting of $110,000 estimated profits, and $23,000
statutory damages). At the time of writing, we expect an appeal
to be filed soon.

Thinking about how such a dispute might play out in the UK,
we can look to the Human Rights Act 1998. Where a court is
considering whether to grant relief in a case, Section 12 places
an obligation on the court to decide whether such relief may
adversely affect the right to freedom of expression in the Euro-
pean Convention on Human Rights (ECHR).

Most UK case law in which brand protection and free expres-
sion collide relates to advertising disputes or trade libel. There
are, however, a few limited examples where freedom of expres-
sion arguments have been considered in trade mark cases.
In Hearst v Avela," Bitss ] rejected a defence that a finding
of infringement would be a disproportionate restriction on
freedom of expression rights, noting that the “speech” in ques-
tion was “in a purely commercial context”, involving the “pres-
entation of words and images on goods in order to sell them”.
Pumfrey J, in Miss World v Channel 4, was also sceptical about
the idea that use of a trade mark can of itself generally engage

Trade Marks 2023




the freedom of expression rights enshrined in the ECHR. As
such, it is possible that NFT creators would face similar chal-
lenges running such arguments in UK courts as those faced by
Rothchild in the MetaBirkin case.

Nike v StockX

Nike has been one of the most active fashion brands in the NFT
space, particularly with the launch of its Nike x RTFKT NFTs,
which have reportedly generated over $185m in revenue. It is
therefore unsurprising that it is also a party in one of the fore-
running pieces of litigation in the area.

In February 2022, Nike filed a suit against StockX, an e-com-
merce platform through which users are able to buy and resell
items including trainers. StockX had launched The Vault, a
feature enabling users to trade NFTs tied to and depicting phys-
ical trainers, which they authenticate and store until the current
NFT owner elects to redeem them for the physical shoes (at
which point the NFT is burned). The NFTs depict the Nike
trainers and trade marks.

Nike argues that, rather than merely representing the owner-
ship of physical goods, StockX’s actions amount to minting
NFTs using Nike’s trade marks without consent. Nike says
that those NFTs have their own independent value and that
consumers buying them believe (or are likely to believe) that the
NFTs are connected to Nike.

StockX argues that the NFTs are not digital trainers, instead
representing the proof of ownership of real-world, authentic
trainers and that consumers would not be confused into thinking
that there was a connection between the NFTs and Nike. StockX
has also sought to rely on the “first sale doctrine” (similar to the
principle of exhaustion in the UK/EU), as well as stating that its
use of Nike’s trade mark amounts to nominative fair use.

D’Aloia, LCX and MANGO cases

The interaction of NFTs and the metaverse with litigation is
not confined to substantive issues but also concerns procedural
matters.

For example, in the UK case of D Alvia v Binance Holdings &
Others,' the claimant was given permission to serve proceed-
ings by way of a transfer of an NFT on the blockchain. The
litigation concerns attempts to recover £2m of cryptocurrency
following alleged misappropriation by persons unknown. In
granting permission to serve proceedings on the unknown indi-
vidual associated with digital wallets connected to the fraudulent
activity, the judge noted that service by NFT was “likely to lead
to a greater prospect” of those behind the purported activity
being put on notice of the judge’s order, and the commencement
of proceedings.

Similarly, in .LCX AG v Jobn Doe Nos. 1-25 in the US, the
Supreme Court of the State of New York permitted the claimant
to serve orders and other documents on the person(s) in
control of an Ethereum wallet address, by airdropping a token
containing a hyperlink to a purpose-built website created by the
claimant’s counsel where the documentation could be accessed.
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While it remains to be seen whether service by NFT (or
similar technology) will be adopted elsewhere, these two cases
could be of utility to trade mark owners seeking to enforce
against unknown infringers.

Finally, in the Mango case' in Spain, the Barcelona first
instance court granted a preliminary injunction against clothing
brand, Mango. Mango had created a collection of NFTs based
on digital copies of famous art works, which were then uploaded
on the OpenSea marketplace. While Mango owned the orig-
inal paintings, the judge questioned Mango’s ability to digitalise
them and convert them into NFTs. From a procedural point of
view, it is interesting that the injunction included an order that
the NFTs be transferred to a wallet designated by the claimant
until a final judgment on the merits is issued.

Conclusion

There are certainly lots of developments for interested observers
of this field to look out for this year. While the main parameters
of the likely debates seem fairly clear, the fact-dependent nature
of cases in this area, together with the rapidly evolving tech-
nological landscape, means that advisors representing brands,
platforms, creators and other participants in the eco-system
will have to pay close attention when developing strategies and
engaging in disputes.
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