Stanford Journal of Blockchain Law & Policy

Confusion in Trademarked
NFTs

Andrew C. Michaels, Assistant Professor of Law at the University of Houston Law (

Published on: Dec 02,2023

License: Creative Commons Attribution 4.0 International License (CC-BY 4.0)



https://stanford-jblp.pubpub.org/pub/confusion-trademarked-nfts
https://creativecommons.org/licenses/by/4.0/

Stanford Journal of Blockchain Law & Policy Confusion in Trademarked NFTs

Abstract

The recent rise of the blockchain-based technology of non-fungible tokens (NFTs) has led to a number of
lawsuits where NFTs are alleged to infringe trademarks. These cases have generally centered around the
inquiry of likelihood of confusion, as most trademark cases do, but have also raised disputes as to the First
Amendment and first sale doctrines and their relation to the likelihood of confusion inquiry. This article will
discuss three such cases in detail, and draw some general insights about the likelihood of confusion inquiry and
its interaction with these other doctrines, as well as make some more specific recommendations as to how these

doctrines should be applied in the newer context of NFTs.

One of the primary recommendations of this article will be that courts should generally consider whether the
alleged confusion would likely increase the amount that consumers would pay for the product at issue,
particularly when evaluating survey evidence of actual confusion. Specifically with respect to NFTs, this may
be likely because the value of NFTs is almost entirely based on “clout.” But when a true parody is at issue, this
may be less likely, as consumers may not particularly care whether the parody was authorized by the brand that
is being ridiculed. Alleged confusion that will not tend to affect consumer purchasing decisions should

generally be discounted or at least given less weight.

Another more general recommendation will be that likelihood of confusion should be considered a question of
law based on underlying facts, which is surprisingly contrary to the current approach of a majority of circuit
courts that currently view the question as one of fact. This article also considers when the First Amendment
based Rogers doctrine might apply to NFTs in light of the recent but limited guidance from the Supreme Court
in Jack Daniel’s v. VIP Products, and makes recommendations as to how courts should approach the doctrine
when it does apply. As for the first sale doctrine, this article argues that it should generally not protect NFTs
linked to physical products, as the NFTs should generally be considered separate products and evaluated under

the standard likelihood of confusion analysis.

Introduction

Non-fungible tokens, (“NFTs”) are a recent blockchain based technology that has many possible uses. One of
the primary current uses of NFTs is for the sale of digital art. There are various ways to define an NFT, but
basically, it is a unique blockchain-based token that may be associated with or linked to a specific piece of

digital artwork or another type of file.

NFTs provide a way to create artificial scarcity in the digital art market.X Roughly speaking, just as an artist
might create only 100 signed authentic copies of a piece of physical artwork, an artist could create only 100
NFTs linked to a piece of digital artwork, meaning that there are only 100 “authentic” copies of that piece of

digital artwork.2 One could say that NFTs in this context are akin to digital certificates of authenticity.3
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NFT artists sometimes include aspects of others’ trademarks in their digital artwork, and a number of NFT
creators have already been sued for trademark infringement.4 The central inquiry in trademark law is
likelihood of consumer confusion,2 so the foundational question in these lawsuits is whether NFT buyers are

likely to think that the NFT originated from or was otherwise endorsed by the trademark plaintiff.

If sued for trademark infringement, the artist defendant might raise the defense that they are merely making a
parody of the trademark, and their use of it should thus be protected by the First Amendment, invoking what is
known as the Rogers doctrine.Z Indeed, this defense has already been raised in multiple trademark cases

involving NFTs.8

The Supreme Court in Jack Daniel’s recently weighed in on the Rogers doctrine for the first time, and though it
left much about the doctrine up for debate, the Court did cabin the doctrine, holding that it does not apply when
the defendant is using, as its own trademark, aspects of the plaintiff’s trademark.2 But Rogers could potentially

still protect some NFTs where the unauthorized use or parody of a mark has a less prominent role in the NFT.10

Given the newly limited scope of the Rogers doctrine, many NFT artwork cases will revert to the standard
likelihood of confusion analysis. Yet that analysis itself is not well defined, with each circuit using a different
multifactor test.1L There is not even a consensus amongst the circuits on whether the inquiry is ultimately one
of fact or of law.12 The Supreme Court in Jack Daniel’s did recently offer some limited guidance on the
likelihood of confusion inquiry, particularly in the context of parody, and also specifically with respect to the

underlying factor of survey evidence of actual confusion, but again, much remains to be determined.12

Another defense that has been raised in cases involving NFTSs is the first sale doctrine.24 The gist of this
defense is that the NFT is being used merely as a technological tool to track the ownership of a physical item
that has already been lawfully purchased by the trademark owner.12 The defense argues that the trademark
rights with respect to both the physical item and the NFT were exhausted upon that first sale of the physical
item. But the defense should not be available if the NFT is considered a separate product from the purchased
item.18 This defense is also closely linked to likelihood of confusion and the question of whether purchasers

would be confused into thinking that the NFT was created by the trademark owner.1Z

This article will explore how the likelihood of confusion analysis should apply in the context of NFTs,
including interactions with the First Amendment and first sale defenses, in light of the Supreme Court’s recent
guidance. This article will also use the relatively novel context of NFTs as a lens through which to view
trademark law more generally, and will offer recommendations about some important open general questions

in trademark law.

One of the primary normative recommendations will be that courts should pay more attention to whether
confusion over the mark is likely to affect purchasing decisions, as in, would the buyer of the allegedly

infringing product have paid less for it if they were not confused about whether the product was sponsored by
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the trademark owner.A8 This may often be the case when NFTs are at issue, as the market for NFTs (like the
market for artwork generally) is essentially a market for “clout,” and the unauthorized use of a prestigious
trademark may add to the perceived clout and value of the NFTs. On the other hand, when a true parody is at
issue, this may be less likely, as consumers would most likely not particularly care whether the parody was

authorized by the brand that is being ridiculed.

This consideration should come into play for courts particularly in determining the weight to be given to
survey evidence of actual confusion. Survey evidence of confusion that is unlikely to affect purchasing
decisions should be given less weight in the ultimate balancing of factors.!2 Relatedly, this article will argue
that although the likelihood of confusion inquiry may involve underlying factual questions, the ultimate
determination should be considered a legal question, which somewhat surprisingly is contrary to the current
approach of a majority of circuit courts’ decision to treat the issue as a purely factual one. This
recommendation is in line with some limited guidance that was offered by the Supreme Court in Jack
Daniel’s.29

With respect to the First Amendment based Rogers doctrine, circuit courts are currently split on the correct
approach, and the Supreme Court in Jack Daniel’s declined to resolve the circuit split.2L This article will
recommend that when the doctrine does continue to apply, courts should use a flexible approach like that

generally used in the Second Circuit, rather than a rigid approach such as that used in the Ninth Circuit.22

This article proceeds as follows. Part I provides an introduction to NFTs and how they interact with trademark
law, discussing three recent trademark cases involving NFTs. Part II discusses the likelihood of confusion
inquiry in general, and the First Amendment and first sale defenses, in light of the Supreme Court’s recent
guidance. Part ITI makes some normative recommendations about how courts should apply the law of
likelihood of confusion and these defenses to the emerging context of NFTs and in general. The article then

briefly concludes.

1. Introduction to Trademarked NFTs

This part will provide a brief explanation of NFTs in general, and then discuss three cases where NFTs are
allegedly infringing trademarks, introducing the legal issues that will be fleshed out further in subsequent parts,

and their application in the NFT context.
A. What are NFTs?

Non-Fungible Tokens, or NFTs, are a somewhat recent blockchain based technology that raises some
interesting and novel intellectual property issues. NFTs are stored on a blockchain, which operates as a public
ledger, allowing ownership of the NFT to be transferred and authenticated electronically without the need for a

physical item or a trusted third party, such as a bank.23 The blockchain is a distributed public ledger that keeps
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track of who owns what and is kept on computers across the world choosing to run the appropriate software.24

Each NFT is generally associated with a link to a digital content file, such as a picture or video.22

One of the primary uses of NFTs so far is to sell and track “ownership” of digital artwork. “Ownership” is in
quotations because the owner of the NFT generally does not own the artwork in exactly the same way that the

buyer of a physical painting owns that painting.

An NFT does not necessarily carry any intellectual property rights with it, but it is possible for NFTs to be set
up to transfer intellectual property rights in the associated artwork.28 Although most NFTs do not include any
IP rights, the NFT creator can choose to associate IP rights (to the extent the NFT creator has such rights in the
first place) with the NFT, and some have done this.ZZ These IP rights could be specified in a content license
that could be associated with the NFT.28 The content license could potentially be transferred to the new NFT

owner via a “smart contract” that automatically executes every time the NFT is transferred.22

For example, an artist who owns the copyright in a piece of digital artwork could create NFTs that carry and
automatically transfer to the NFT owner a license to display the artwork, or even a license to create derivative
works. In a case like this, aside from just “clout,” the buyer of the NFT is receiving potentially valuable legal

rights.

However, in a case where no intellectual property rights are carried with the NFT, which seems thus far to be
the usual case, it is difficult to say what exactly the owner of an NFT owns. The market for NFTs has thus been
called a market for “clout.”2 All the owner of the NFT necessarily owns is the NFT itself, which links to a
picture of the digital artwork. Thus, the NFT owner generally has no right to stop others from copying the

digital artwork, although others would not have the same claim to “authentic” ownership.31

The concept of “clout” is difficult to define precisely, but essentially it is the prestige that accompanies
ownership of a scarce resource such as rare artwork. Bryan Frye explains that the art market “values the clout
that accompanies ownership. Of course, art collectors value art for its own sake. Who doesn’t? But art isn’t
scarce. Vast quantities are available for next to nothing. Only desirable art is scarce. Which is to say, only art

with clout is scarce.”32

An NFT owner might, for example, publicly display their NFT on social media and, assuming they don’t own
the copyright in the associate image, would generally lack the right to stop others from taking screenshots of
the displayed artwork and displaying it themselves.23 Yet unlike those copiers, the NFT owner would have a
digital NFT token signifying authenticity that the NFT owner could brag about on social media or potentially
resell for a profit. Ownership of the “authentic” token could carry other benefits, as well; for example, some
social media sites might choose to require proof of authentic ownership before allowing a user to display the

NFT artwork on their profile on the site. The market for NFTs has fluctuated wildly and is largely driven by
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speculation. At the height (at least so far) of NFT mania in 2021 and early 2022, it was not that unusual for

NFTs to sell for upwards of seven figures.34

All of this may be difficult to grasp in the abstract, but the following discussion of current lawsuits involving
trademarked NFTs should be helpful. Trademark suits involving NFTs will likely continue to arise, as many
established brands are now registering their marks specifically for NFTs.32 As discussed below, the fact that
the value of NFTs are largely based on clout may be important for thinking about how trademark law should

apply to NFTs.

In the cases discussed below, the allegedly infringed trademark itself carries some prestige as the better known
brand as compared with that of the alleged infringer, and thus if the infringed mark were associated with the
NFT, that would likely increase the clout and value of the allegedly infringing NFTs. If a purchaser were
confused into thinking that the mark owner authorized or was responsible for the NFT, that may well
significantly increase the amount that the purchaser would be willing to pay for the NFT, which this article will

argue should tend to weigh in favor of likelihood of confusion and trademark infringement.
B. Yuga Labs v. Ryder Ripps

Yuga Labs created the popular Bored Ape Yacht Club (BAYC) set of NFTs. These NFTs gained popularity as
celebrities such as Snoop Dogg publicly “Aped In” and bought them, helping to drive up the prices of the
NFTs.38 Ryder Ripps is a “conceptual artist” who created his own NFTs linking to the exact same BAYC
images that Yuga Labs used. Ryder Ripps claims this was a parody of sorts, aimed to educate the public about

the nature of NFTs, and also about the allegedly racist and neo-Nazi aspects of the BAYC project.

Yuga Labs filed suit in the Central District of California, asserting trademark infringement against Ryder
Ripps, based on his alleged unauthorized copying (or “counterfeiting”) of Yuga Labs’ BAYC NFTs.2Z Each
Yuga Labs BAYC NFT is linked to a digital AI generated artwork picture of a “bored ape.” The defendant,
Ryder Ripps, allegedly copied the exact images (including the trademarks) and sold them under the very
similar name RR/BAYC.38

One might wonder why Yuga Labs did not also assert a claim for copyright infringement, since Ripps’
wholesale copying of the original BAYC artwork would seem to present a fairly straightforward case for
copyright infringement. The answer may be that the original BAYC images were generated by artificial
intelligence and thus may not be eligible for copyright protection, or at least Yuga Labs did not want to

implicate that issue.32

The following picture, taken from the Yuga Labs complaint, shows the original Yuga Labs BAYC NFT #1058
(each BAYC NFT is identified by a number) on the left, and the RR/BAYC “knockoff” NFT on the right

(which uses the exact same identification number, #1058).
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from the NFT marketplace OpenSea.! The NFT on the left is an official Bored Ape
Yacht Club NFT, which 1s identical to the copycat Ryder Ripps Bored Ape Yacht
Club NFT on the right. They even have the same name (#1058).

#1058 #1058

Graphical user interface, application, Teams Description automatically generated

Some of the BAYC digital images contain trademarks for which Yuga Labs has applied for registration, and

which have also been allegedly copied by Ryder Ripps.22 For example, the logos on the clothing (the hat on

the left and the shirt on the right) worn by the bored apes in the following picture are allegedly trademarks of

Yuga Labs that were copied by Ryder Ripps.
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The NFTs depicted on the website also contain BAYC Marks. For example,
RR/BAYC #362 has the BAYC, BA YC Logo, and the Ape Skull Logo marks on 1ts
hat and RR/BAYC #863 has the Ape Skull Logo mark on its shirt. Both of these
fake NFTs are 1dentical to their official BAYC counterparts BAYC #362 and BAYC
#863.

Graphical user interface Description automatically generated with medium confidence
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Since these trademarks on the bored ape images indicate the source of the NFTs (Yuga Labs), the fact that the
associated artwork may have been Al generated would not seem to create a barrier for trademark protection.
Thus embedding trademarks in Al generated artwork associated with NFTs may be (and in this case was) an
effective strategy for obtaining some IP protection even if Al generated artwork is not subject to copyright

protection.

Unlike many NFTs which carry no IP rights, the Yuga Labs BAYC NFTs are associated with a content license
that grants the NFT holder fairly broad intellectual property rights not only to display the images but also to
create derivative works using the Bored Ape Yacht Club trademarks, brand, and characters.2! Indeed, one
restaurant entrepreneur reportedly bought a number of BAYC NFTs in order to obtain these rights and access to
the BAYC creator support network, and then started a Bored Ape Yacht Club themed restaurant in Los
Angeles 42

The original Yuga Labs BAYC NFTs, of which there are only 10,000 total, have become popular and have sold
for up to millions of dollars each, prices that were driven largely by speculation but also perhaps to some extent
by perceived value of the associated IP rights to use the bored ape characters and brand.42 Consumers trying to
buy Yuga Labs BAYC NFTs might be confused into thinking that the Ryder Ripps “RR/BAY C” knock-off
versions originated from Yuga Labs. The “RR / BAYC” NFTs created by Ryder Ripps carry no such IP rights
because the knock-off NFTs do not come with a content license, and furthermore could not because these rights
(such as the trademarks worn by the bored apes and any IP rights in the characters themselves) would be
owned by Yuga Labs, not Ryder Ripps, and one cannot grant a license to something one does not own in the

first place.

The legal standard for likelihood of confusion will be discussed in more detail in Part II, but to the extent that
the allegations in the complaint are true, Yuga Labs seems to have a fairly straightforward and strong case for
likelihood of confusion and trademark infringement, and as discussed below, Yuga Labs did in fact win at the
district court on its trademark claim. The “goods” (NFTs) and the trademarks used are essentially identical 24
and the fact that the defendant added “RR” before BAYC is unlikely to save him.42

The situation, with BAYC being the more well-known and valuable NFT brand as compared with Ripps,
suggests that the defendant Ripps may have been intentionally trying to cause consumer confusion, given the
high prices that the original “authentic” BAYC NFTs were selling for, and there was evidence that some
consumers were actually confused.28 In other words, the BAYC trademark carries a decent amount of clout
given its popularity and celebrity endorsements, which would likely add to the perceived value or clout of the
Ripps NFTs if people are confused into thinking that the Ripps NFTs are actually associated with the authentic
Yuga Labs BAYC brand.

The BAYC marks would likely qualify as at least suggestive, giving them decent inherent strength.4Z And

given the novelty of NFTs as a concept, there is reason to think that a substantial number of consumers may be
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confused about what they are buying.@

Ripps asserted that his NFTs are a form of parody and should be protected against claims of trademark
infringement under the Rogers doctrine, which is rooted in the First Amendment. 42 Ripps claims that Yuga has
embedded racist “dog whistles” in some of the bored ape images and logos.22 Ripps also claims that the
company’s name, Yuga Labs, is itself a reference to neo-Nazi and racist concepts.2! Ripps claims that he
created the RR/BAYC project as a way to comment on and bring attention to the racism in the Yuga Labs

project, and also to educate the public about the nature of NFTs.22

As evidence in support of this defense, Ripps claims that his customers must agree to an acknowledgement that
these are new NFTs minted by him.23 The acknowledgement also explains that one cannot actually “copy” an
NFT, as each NFT is a unique blockchain based token (though it could link to the same image as another NFT,
as his do), and thus purportedly educates his buyers about the nature of NFTs.

Ripps’ First Amendment defense, though ultimately unsuccessful, raises some interesting questions. Initially,
one might think that Ripps does not have much claim to First Amendment protection because he directly
copied the BAYC images from the Yuga Labs version, and thus did not transform them or add any of his own
creative content. But from a broader perspective, Ripps’ claim that his RR/BAYC project is a form of
“appropriation art” intended to educate the public about the allegedly racist nature of the Yuga Labs project,
and also about the nature of NFTs in general, could arguably have some merit and entitle him to some degree
of First Amendment protection. For that to be the case, though, Ripps should have made these educational
points more explicit. Ripps did not include much if any commentary in his NFTs explaining the racist nature of
the Yuga Labs project or the nature of NFTs in general. If one has to read the court filings to understand the
educational point of the project, perhaps Ripps should have featured these educational points more

prominently, and his NFTs are then likely not transformative enough to warrant First Amendment protection.

Indeed, in an April 2023 order, the district court granted Summary Judgment for Yuga on likelihood of
confusion, and the court (probably correctly) did not buy Ripps’ First Amendment Rogers defense.2* On
likelihood of confusion, the court found that the goods (NFTs) and the trademarks were essentially identical,
and even found that Ripps had engaged in a bad faith attempt to cause consumer confusion; that is, that
“Defendants intentionally designed the RR/BAYC NFTs and sales website to resemble Yuga’s branding,”
noting for example that the same labeling numbers (e.g., #1058 in the figure above) were chosen.22 On the
First Amendment issue, the court held that Rogers did not apply because the “Defendants’ sale of RR/BAYC

NFTs is no more artistic than the sale of a counterfeit handbag.”28

The Yuga Labs case thus gives a basic idea of how the central trademark issue of likelihood of consumer
confusion can play out in the context of NFTs. The Hermes case discussed next provides another example with

a stronger claim to First Amendment protection.
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C. Hermes v. Rothschild

Mason Rothschild created 100 original digital images depicting fuzzy versions of the luxury “Birkin”
handbags, selling this artwork via NFTs and calling them “MetaBirkins.”2Z The NFTs “have sold for prices

comparable to real-world Birkin handbags,” which sell “for anywhere from thousands of dollars to over one

hundred thousand dollars.”28
a
¥ (]
MataBirkins Bast Offer MetaBirkins Best Offer MataBirkins Best Offer
78 + 05068 65 & 0.5068 23 4 0.50868

Graphical user interface, application Description automatically generated

When Hermes, the owner of the Birkin trademarks, sued Rothschild for trademark infringement in the
Southern District of New York, Rothschild asserted a First Amendment defense stemming from the 1989

Second Circuit case of Rogers v. Grimaldi.22

As will be discussed in detail in Part II, the Rogers case reasoned that when allegedly infringing trademarks are
used in an artistic context, courts should balance the “public interest in avoiding consumer confusion” against
the “public interest in free expression” so as to avoid intruding on First Amendment values, and stated that this
“balance will normally not support application of the [Lanham] Act unless the title has no artistic relevance to
the underlying work, or . . . unless the title is explicitly misleading as to the source or the content of the

work.”8Y

This “Rogers doctrine” has been adopted in about half of the circuits, and the two-part no artistic relevance or
explicitly misleading test has been applied far outside of its original context.5L Artistic relevance is often said
to be a “low bar” so most of the cases turn on whether the allegedly infringing work explicitly misleads
consumers.22 The Second Circuit, however, has clarified that explicitly misleadingness is not actually required;
rather, what is required is a “particularly compelling” case of likelihood of confusion to outweigh the First

Amendment interests at stake.23

In denying Rothschild’s 12(b)(6) Motion to Dismiss based (largely) on the Rogers doctrine, the court found
that Hermes had pled facts that could plausibly make out a sufficiently compelling case for likelihood of

10
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confusion.84 The court noted that consumers posting on the “MetaBirkins” Instagram page had expressed
confusion as to whether Hermes was affiliated with the NFTs, and that several media outlets had mistakenly
reported that Hermes was affiliated with the NFTs.82 The court also pointed to the strength of the Birkin mark
and potential bad faith on the part of Rothschild, as other factors that could potentially support a compelling

enough case for likelihood of confusion.56

Rothschild had argued that the MetaBirkins were parodying the Birkin bags by depicting them as covered in
fur, thus criticizing “the animal cruelty inherent in Hermes’ manufacture of its ultra-expensive leather

handbags.”%Z

A legitimate claim to parody would bring the MetaBirkins closer to the core of First Amendment
protected expression and strengthen the Rogers defense.58 The court noted however that certain statements
given by Rothschild in interviews suggested that the MetaBirkin NFTs were meant more as “a tribute” to the
famous Birkin bags, rather than as a parody or criticism.82 The court thus concluded that given the disputed

facts relevant to the confusion inquiry, the motion to dismiss should be denied.

Although not directly at issue in this case, the court did flag an issue that may arise soon, noting that if the
MetaBirkins had been “virtually wearable” clothing (which they were not here), they might be treated more as
ordinary or mundane commercial products than as artistic works, and thus might not be entitled to any First
Amendment protection under the Rogers doctrine.Z2 However, courts have in the past applied Rogers in the
context of virtual worlds such as video games, so the issue may turn on the degree to which artistic expression

can be found in the virtual items or perhaps in the entirety of the virtual world itself.Z2

Rothschild continued to argue the Rogers First Amendment defense in a Motion for Summary Judgment.Q

The motion referenced an expert declaration by Dr. Blake Gopnik, a “noted art historian” and critic, which
purports to explain “how the images and NFTs produced and sold by Mason Rothschild find their natural and
obvious home among the artistic experiments carried out by modern artists over the last century,” and how
“Rothschild seeks to probe the nature of art, and of commerce, by blurring the distinction between the two
categories.”Z3 In the motion Rothschild, referencing the report of Dr. Gopnik, explains that the MetaBirkin bag
images are depicted in “goofy, garish fake fur,” that “flags the absurdist, parodic intent of the project and are
both a fanciful tribute to the Birkin bag, which has become a cultural object signifying extreme wealth, and a
reference to the fashion industry’s fur-free initiatives.”Z4 With respect to the Rogers test, Rothschild argued
that Hermes cannot show explicit misleadingness and that there is not a “particularly compelling” case for
confusion, given the differences in the marks (Birkin v. MetaBirkin) and the large differences in the products

(actual bags versus NFTs depicting parodic or fanciful images of the bags).Z2

The court nevertheless rejected Rothschild’s Motion for Summary Judgment.Z8 In discussing which works are
artistic enough to be considered under Rogers, the court stated that the “touchstone” of the inquiry “is whether
the trademark was used to mislead the public about the origin of the product or the parties that endorse or are

affiliated with it.”ZZ The court found again that Rogers did apply, because “Rothschild’s use of Hermes’ marks

did not function primarily as a source identifier that would mislead consumers into thinking that Hermes

1
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originated or otherwise endorsed the MetaBirkins collection, but rather as part of an artistically expressive
project.”Z8 However, the court thought that there were genuine issues of material fact regarding whether
consumers were sufficiently likely to be confused to meet the higher (“particularly compelling”) threshold for

likelihood of confusion even under Rogers.”2

At trial, the jury ruled in favor of Hermes and found a sufficient likelihood of confusion. The jury was
instructed to find the defendant liable, it must find that his “use of the Birkin mark was not just likely to
confuse potential customers but was intentionally designed to mislead potential consumers into believing that
Hermes was associated with Mr. Rothschild’s MetaBirkins project.”82 The court thus essentially interpreted the

“explicitly misleading” prong of Rogers to mean “intentionally misleading.”8L

The decision to give this question to the jury seems questionable, as it is ultimately a balancing of the
likelihood of confusion against the First Amendment interest at stake, which would seem to be more
appropriately treated as a question of law. Different interpretations of the Rogers doctrine amongst various

courts and circuits will be discussed in detail in Part I1.82

The Hermes decision, though it may be appealed, is consistent with a central argument of this article. Since
Hermes is a luxury brand which carries a good deal of clout, it seems that consumers who think that the
MetaBirkin NFTs are associated with Hermes would likely pay more for those NFTs. In other words, the
consumer confusion at issue would seem likely to affect purchasing decisions by adding to the perceived clout
and value of the NFTs.

D. Nike v. StockX

Another area in which NFTs are raising some novel issues and also providing an interesting lens through which
to examine old doctrine is the interaction between trademark law and the first sale doctrine. This is illustrated

by the Nike v. StockX case before the federal district court for the Southern District of New York.

The defendant, StockX, operates an online resale platform and began selling NFTs depicting pictures of
various Nike sneakers.82 Nike brought suit for trademark infringement, but StockX raised a first sale doctrine
defense claiming that each NFT is “backed” by an actual pair of lawfully purchased Nikes that are stored in a

“vault,” and that the owner of the NFT can at any time exchange it for the actual pair of shoes.84



Stanford Journal of Blockchain Law & Policy Confusion in Trademarked NFTs

1

.

A black and white shoe Description automatically generated with medium confidence

StockX claims that generally upon each sale of an item on its re-sale platform “the seller ships the product to
one of StockX’s eleven authentication centers around the world” where it is authenticated and then shipped to
the buyer.82 StockX claims however that it has “attracted a significant number of customers who are interested
in acquiring and trading current culture products, without any interest in immediately or ever wearing (or
‘consuming’) those products or taking physical possession of those products.”86 As a response to such
customers, StockX claims that it began using NFTs as a technological tool to facilitate such trading of culture

products, without requiring that the owner actually take possession of the physical product.

The buyer of a Nike shoe bearing Nike trademarks generally has the right to wear and resell the shoe under the
first sale doctrine but, of course, does not have the right to manufacture new products bearing the Nike marks.
This is likely part of the reason why StockX attempts to emphasize its NFTs “are absolutely not ‘virtual
products’ or digital sneakers,” but rather are simply “claim ticket[s]” for the underlying items stored in the

vault.8Z

StockX argues that because the NFTs are not separate products from the underlying shoes, its use of the NFTs
as a technological tool to facilitate trading of the lawfully purchased shoes is protected by the first sale
doctrine. One problem for StockX though is that the NFTs have sold for amounts far higher than the value of
the actual Nike shoes, which tends to suggest that consumers do consider them separate products. StockX
argues that this is not its fault, as it sets the initial price of the NFT as the same price as the underlying item,

and cannot control the price of the NFTs after it releases them.88

But still, the fact that consumers seem to value the NFTs differently from the underlying shoes suggests that
consumers view the NFTs as a separate product from the shoes. On the other hand, one might try to argue that
if the NFTs ultimately sell for higher prices than the underlying item, this is due to the technological value add
of the NFT which makes it easier to keep track of and resell the underlying items, but this is not inconsistent

with the NFTs being merely a technological tool to track ownership.

At the end of the day though, the first sale argument seems like a stretch, so the case will thus likely turn on
whether consumers are likely to be confused into thinking that Nike makes or sponsors the NFTs. The answer

may depend partially on how StockX markets the NFTs. To the extent StockX is clear (as it claims to be) to
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consumers about the platform being a resale platform and the NFTs merely being used for authentication or to
redeem physical goods, and makes it clear to consumers that the NFTs are not affiliated with Nike, this may

help it avoid trademark liability by showing that there is no likelihood of confusion.82

Applying a primary argument of this article, courts should be aware of whether consumers who are confused
into thinking that the NFTs were sponsored by Nike would likely pay more for those NFTs. In other words, if
there is confusion, is it relevant to consumer purchasing decisions? The answer here may well be yes, given
that the Nike brand itself carries a good deal of clout, at least as compared with the StockX brand, and thus
would likely increase the clout and perceived value of the NFTs. This should be considered in the likelihood of
confusion analysis. As far as where and how this should be incorporated into the analysis, that will be

discussed in further detail in subsequent parts.

2. Confusion, First Amendment, and First Sale in Trademark Law

This part will go into more detail about the general law of trademarks in the areas raised by the NFT cases
discussed above—specifically, likelihood of confusion and its relation to the First Amendment and the first sale
doctrine. The legal issues raised by the NFT cases will be fleshed out and discussed in more detail, setting the

stage for the normative recommendations that will be provided in Part III.
A. Likelihood of Confusion in Trademark Law

The central question in trademark law is likelihood of confusion; that is, whether the allegedly infringing items
are likely to confuse a substantial number of consumers into incorrectly thinking that the items in question
originated from or were endorsed by the trademark holder.29 This inquiry upholds the basic purposes of
trademark law, which are to protect the brand and established goodwill of trademark holders against free riders,
and to protect the public against confusion as to the source of goods and services.2L Accordingly, the Supreme
Court has recently referred to consumer confusion as the “bete noire of trademark law,” because it “stands
directly opposed to the law’s twin goals of facilitating consumers’ choice and protecting producers’ good

will.”22

There is a fair amount of confusion surrounding likelihood of confusion, even though it lies at the very heart of
trademark law.23 The test for likelihood of confusion unfortunately varies by circuit, but there are 5 or 6 “core”

factors that can be found in most of the tests:

1. The strength of the plaintiff’s trademark;

2. The degree of similarity between the plaintiff’s and defendant’s goods or services;
3. The degree of similarity in the marks used by the plaintiff and defendant;

4. Whether the defendant’s intent is to cause confusion (bad faith);

5. Evidence of actual confusion;

6. The level of consumer sophistication in the marketplace.24
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Almost every factor has been referred to, at one time or another, as the “most important” factor.22

To make matters worse, there is not even a consensus amongst the circuits on whether the likelihood of
confusion inquiry is ultimately one of fact or of law.28 Circuit courts are currently split on this important
question. The Second Circuit takes what seems like the correct approach (as will be argued in Part ITI(B),
infra), treating some individual factors as factual but others as legal and the ultimate question of balancing
them as legal.2Z The Federal Circuit and the Sixth Circuit also follow this approach.28 However, the majority
of circuits—including the Ninth Circuit—consider the ultimate question of likelihood of confusion to be one of
fact.22 Even within circuits, courts can be inconsistent on which approach they take to this fundamental

question.liO

Without resolving the circuit split, the Supreme Court recently provided some limited guidance on this
question and on some other aspects of likelihood of confusion in the Jack Daniel’s case.LL The case involved
the “Bad Spaniels Silly Squeaker” dog toy, which the district court found confusingly resembled a bottle of
Jack Daniel’s Old No. 7 Black Label Tennessee Whiskey, ruling in favor of Jack Daniel’s on the claim for

trademark infringement.192
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The dog toy contains a number of prominent differences from the Jack Daniel’s bottle, including a picture of
spaniel, and jokes such as “Old No.2 on your Tennessee Carpet,” instead of “Old No. 7 Whiskey.” The dog toy
had other strong indications that it was a parody; for example, replacing the alcohol content descriptions with
“43% POO BY VOL.” and “100% SMELLY.”103 The district court’s finding of likelihood of confusion thus

seems questionable.

The products are quite different—dog toys versus whiskey—so this factor should have weighed strongly

against confusion.194 Yet the district court weighed this factor in favor of Jack Daniel’s, because Jack Daniel’s
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had licensed its marks for use on a wide variety of products, including dog leashes, dog collars, and dog
houses.1%2 This seems highly questionable, the public associates Jack Daniel’s with whiskey, not dog products,
and other courts have appropriately held that limited licensing of this sort does not suffice to tilt the proximity

of the products factor in favor of confusion when the core product lines are far apart.196

The marks are somewhat similar but not identical; VIP used the name “Bad Spaniels” rather than “Jack
Daniels” and embedded various jokes on the dog toy, making it fairly clear that the dog toys were parodies.10Z
The defendant’s intent was not to cause confusion, but rather to create a humorous parody. On this point, the
district court seems to have committed legal error by finding that the factor favored Jack Daniels.128 A
successful parody will generally not cause confusion, and VIP’s intent was to create a parody, not to create

confusion.1%2 Indeed various courts have appropriately recognized that “[a]n intent to parody is not an intent to

confuse the public.”10

Although Jack Daniel’s is a strong mark, the weight given to this factor should generally be diminished in a
case of parody, for courts have recognized that it “is a matter of common sense that the strength of a famous
mark allows consumers immediately to perceive the target of the parody, while simultaneously allowing them

to recognize the changes to the mark that make the parody funny or biting.”L

The district court, in finding likelihood of confusion, relied heavily on survey results that found that 29% of
purchasers were likely confused.112 Although this might be enough to favor likelihood of confusion in some
cases, it should not be enough to establish a sufficiently compelling case for confusion in a case where many of
the other factors should weigh against confusion. Indeed, in the Rogers case, discussed infra, there was survey

evidence indicating a higher rate of confusion, but the court nevertheless found no trademark infringement.113

Moreover, it is questionable whether the confusion that was measured in the surveys is the type that would tend
to affect consumer purchasing decisions. Buyers of dog toys are unlikely to think they are buying whiskey, and
probably would not give much thought to or care whether the obviously parodic dog toy they are buying was
officially endorsed by the Jack Daniel’s company or not. As such, even if consumers are confused into thinking
that Jack Daniel’s endorsed the dog toy, this confusion should be given less weight to the extent that it is
unlikely to have affected purchasing decisions.114 In light of the major differences between the products, the
differences in the marks, and the defendant’s clear parodic intent, a court could potentially find that the district
court erred as a matter of law in finding that consumers are likely to be confused as to the source of the dog
toy.112

Or at least, a court could easily find that in circuits where the ultimate question is considered one of law, as this
article argues it should be. The Ninth Circuit, however, treats the confusion issue as one of fact, so although the
appellate court may have been rightly skeptical about the district court’s likelihood of confusion finding, the
court reversed on other grounds. On appeal, Bad Spaniels argued that the dog toy was an expressive parody

entitled to First Amendment protection under Rogers, and the Ninth Circuit agreed that the district court erred
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in finding trademark infringement without first requiring the plaintiff to satisfy at least one of the two Rogers
prongs (no artistic relevance or explicitly misleading).118 The Ninth Circuit did not otherwise directly address

the district court’s likelihood of confusion analysis.

The Supreme Court reversed the Ninth Circuit, finding that Rogers did not properly apply to the case for
reasons that will be discussed further in the next subsection.11Z The Court found that the case thus should turn
on likelihood of confusion and remanded for a re-evaluation of likelihood of confusion, providing the guidance
that the Bad Spaniels toy’s expressive or parodic message “may properly figure in assessing likelihood of

»118

confusion. The Court explained that the likelihood of confusion inquiry “is not blind to the expressive

aspect of the Bad Spaniels toy” because “consumers are not so likely to think that the maker of a mocked

»119

product is itself doing the mocking. In other words, “to succeed, the parody must also create contrasts,”

and “once that is done (if that is done), a parody is not often likely to create confusion.”120

Unfortunately, the Supreme Court did not answer the question of whether likelihood of confusion is a question
of law or fact, but it did at least note that the issue of likelihood of confusion need not always go to trial and is
potentially susceptible to disposition at the summary judgment or motion to dismiss stage.12L This statement
seems to at least provide some support for treating the ultimate inquiry as one of law, as the Second Circuit

does.

The factor of evidence of actual confusion has become somewhat problematic, as courts have sometimes given
the factor an outsized role, relying on surveys which purport to show that a certain percentage of consumers are
confused. This may be due to the amorphous nature of the multifactor likelihood of confusion balancing tests,
causing courts to latch on to the seemingly more concrete and quantitative survey evidence; i.e., if the
percentage of consumers confused in the surveys is high enough, courts will tend to find a likelihood of
confusion. Indeed in the Jack Daniel’s case, the district court’s finding of likelihood of confusion relied heavily
on survey evidence of confusion, even though the surveys were questionable and other factors should have
weighed against confusion.122 Courts and commentators alike have discussed the many problems with survey
evidence of confusion, and how they tend to overestimate the likelihood of consumer confusion, in part
because “people are more careful when they are laying out their money than when they are answering

questions.”@

VIP argued before the Supreme Court that all the survey evidence really showed was that consumers were
confused about what the law required. That is, consumers may have thought that VIP got Jack Daniels’
permission for the dog toy only because they mistakenly thought that such permission is always required for

parodic uses of trademarks. Some of the answers to the surveys supported this contention.124

More generally,
these surveys are expensive, and a party with resources can hire experts that are able to craft the questions and

present the results to support the desired outcome.
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Although the Supreme Court in Jack Daniel’s did not wade too deeply into the likelihood of confusion
analysis, a concurrence by Justice Sotomayor, joined by Justice Alito, cautioned courts should not to rely too
heavily on survey evidence of confusion (as the district court in the case likely did) and to be cognizant of the
potential problems with such surveys, recognizing that they are but one factor in the analysis. The concurrence
made the point that “in the context of parodies and potentially other uses implicating First Amendment
concerns, courts should treat the results of surveys with particular caution.”122 Justice Sotomayor emphasized
that survey evidence “should be understood as merely one piece of the multifaceted likelihood of confusion
analysis,” and that survey answers “may reflect a mistaken belief among some survey respondents that all
parodies require permission from the owner of the parodied mark.”128 She cautioned that courts “should be
attentive to ways in which surveys may artificially prompt such confusion about the law or fail to sufficiently

control for it.”12Z

Normative recommendations for how the likelihood of confusion test should apply in the context of NFTs, with

a particular focus on issues related to survey evidence of actual confusion, will be discussed further in Part III.
B. The First Amendment and the Rogers Doctrine

This subsection will discuss the origin of the Rogers doctrine granting First Amendment protection to
expressive uses of trademarks, as well as how the doctrine has been developed or rejected in various circuits,
and recent Supreme Court guidance on the doctrine. This doctrine was raised as a defense in two of the three
NFT trademark cases discussed in Part I. Although the Supreme Court did recently cabin the doctrine in the
Jack Daniel’s case, the doctrine will still at least arguably apply in some NFT cases and so likely remains

important for NFTs.

To briefly review the facts of Rogers, Ginger Rogers and Fred Astaire had established themselves as “among
the most famous duos in show business history,” through their “incomparable performances in Hollywood
musicals.”28 In March 1986, the defendants produced a film entitled “Ginger and Fred,” directed by Federico
Fellini, which “tells the story of two fictional Italian cabaret performers, Pippo and Amelia, who, in their

heyday, imitated Rogers and Astaire and became known in Italy as ‘Ginger and Fred.’”122

Shortly after distribution of the film began, Ginger Rogers brought suit seeking injunctive relief and money
damages, alleging that the defendants violated section 43(a) of the Lanham Act by creating the false
impression that the film was about her or that she sponsored or was somehow involved in it, and also violated
her common law right of publicity.13 The case thus presented a “conflict between Rogers’ right to protect her
celebrated name and the right of others to express themselves freely in their own artistic work.”13! Attempting
to avoid intruding on First Amendment values, the court stated: “in general the [Lanham] Act should be
construed to apply to artistic works only where the public interest in avoiding consumer confusion outweighs

the public interest in free expression.”132
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Having first set forth this generally applicable balancing framework, the court then tentatively ventured a more
specific test for the very specific situation at issue, stating that in “the context of allegedly misleading titles
using a celebrity’s name, that balance will normally not support application of the Act unless the title has no
artistic relevance to the underlying work whatsoever, or, if it has some artistic relevance, unless the title is

explicitly misleading as to the source or the content of the work.”132

The Rogers court thus provided a basic balancing framework for artistic works generally (avoiding consumer
confusion v. free expression), and then attempted to sketch a more specific two-part test for how that balancing
framework would “normally” apply in the context of titles of artistic works using celebrity names. This two-
part initially conjectural test of no trademark liability unless (1) no artistic relevance, or (2) explicitly
misleading, has taken on a life of its own, and has sometimes been rigidly applied far outside of the context

that the test was originally explicitly limited to.

Judge Griesa concurred with the result reached by the majority opinion (finding the likelihood of confusion
outweighed by the relevant free expression interests), but had “substantial disagreement with the opinion
otherwise.”134 Judge Griesa thought that the majority’s distinction between explicit and implicit
misleadingness would “prove to be unsound and unworkable,” and that it “should be left to future courts,
dealing with real cases, to determine if there are to be exceptions to the First Amendment protection which

would seem to be generally afforded to artistically relevant titles.”132

Although the general Rogers balancing framework of free expression against likelihood of confusion has
appropriately been widely applied, the Second Circuit has appropriately not generally applied the more specific
no artistic relevance or explicitly misleading test. Instead, the court has essentially walked the explicitly
misleading prong back towards a likelihood of confusion analysis, albeit one where a stronger or more
compelling likelihood of confusion is required to outweigh the free expression interests at stake. This balancing
approach presumably contemplates a sliding scale: the stronger the free expression interests at issue are, the

stronger the case for likelihood of confusion must be.

The Second Circuit first extended the Rogers balancing framework beyond the context of titles to apply as well
to the content of artistic works in Cliffs Notes, stating: “we hold that the Rogers balancing approach is
generally applicable to Lanham Act claims against works of artistic expression, a category that includes
parody.”128 But importantly, in referring to the “Rogers balancing approach,” the court appears to have been
referring to the general approach of balancing the public interest in avoiding consumer confusion against the
public interest in free expression, rather than the more specific no artistic relevance or explicitly misleading

language that Rogers proposed specifically for allegedly infringing titles using celebrity names.

This distinction is the source of some confusion because courts refer to a general and specific concept as the
Rogers doctrine without specificity. The Cliffs Notes court stated that the more general balancing approach

takes into account likelihood of confusion but “allows greater latitude for works such as parodies, in which
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expression, and not commercial exploitation of another’s trademark, is the primary intent.”137 In other words,
“somewhat more risk of confusion is to be tolerated when a trademark holder seeks to enjoin artistic expression
such as a parody.”138 The court thus essentially applied the standard likelihood of confusion analysis with an
additional thumb on the scale for the defendant given the artistic character of the allegedly infringing work.132
In finding an insufficient likelihood of confusion as a matter of law, the court considered for example the
degree of care which purchasers would normally exercise, a factor relevant to likelihood of confusion but

irrelevant to explicit misleadingness.142

A few years later in Twin Peaks, this more flexible approach was endorsed by the very judge that wrote the
Rogers opinion, Judge Jon Newman of the Second Circuit.14L Interestingly, the Twin Peaks court very briefly
stated the more specific Rogers test, but dropped the word “explicitly,” finding artistic relevance and then
stating: “the question then is whether the title is misleading in the sense that it induces members of the public
to believe the Book was prepared or otherwise authorized by TPP.”142 The court then explained that this
determination “must be made, in the first instance, by application of the venerable Polaroid factors,” (the
Second Circuit’s factors for likelihood of confusion initially articulated by Judge Friendly), with the
modification that “the finding of likelihood of confusion must be particularly compelling to outweigh the First

Amendment interest recognized in Rogers.”143

This formulation of the Rogers balancing framework has subsequently been generally applied in the Second
Circuit, although courts sometimes use the words “sufficiently compelling” instead of “particularly
compelling.”144 Or, as explained in the Hermes case, “the most important difference between the Rogers
consumer confusion inquiry and the classic consumer confusion test is that consumer confusion under Rogers

must be clear and unambiguous to override the weighty First Amendment interests at stake.”142

Although the Second Circuit has backed away from the “explicitly misleading” formulation of Rogers, the
Ninth Circuit still purportedly applies it. But when analyzing whether an expressive use of a mark is “explicitly
misleading,” even courts in the Ninth Circuit often seem to focus on factors that relate more to whether the
defendant’s use of the mark is likely to cause confusion. The E.S.S. case provides an example. 148 The case
involved the video game “Grand Theft Auto,” set in the fictional cities of Los Santos, San Fierro, and Las
Venturas, which are stylized versions of Los Angeles, San Francisco, and Las Vegas, respectively.w The
trademark suit centered around a virtual strip club in the game called “Pig Pen” in “East Los Santos,” which
was loosely based on the actual strip club in East Los Angeles called “Play Pen Gentlemen’s Club.”148 The
Ninth Circuit affirmed the district court’s grant of summary judgment in favor of the defendants under the
Rogers doctrine, because it found the strip club artistically relevant to the video game, and not explicitly
misleading. 142 On the explicitly misleading prong, the court found it unlikely that “the Game would confuse its
players into thinking that the Play Pen is somehow behind the Pig Pen or that it sponsors Rockstar’s [Grand
Theft Auto] product.”120
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The court’s observation that consumers are highly unlikely to be confused into thinking that “a company that
owns one strip club in East Los Angeles . . . also produces a technologically sophisticated video game,”121
seems correct, but it also suggests that the truly relevant question is whether there is a sufficient likelihood of
confusion. That is, the relevant question is not whether any misleadingness is explicit versus implicit; rather,

the relevant question relates to the extent to which consumers are likely to be misled.

Other cases in the Ninth Circuit similarly look at factors sounding in confusion when purportedly applying the
“explicitly misleading” prong of Rogers.Q These cases thus seem to validate Judge Griesa’s concern in his
Rogers concurrence that the distinction between explicitly and implicitly misleading would prove

unworkable, 123 as even the Ninth Circuit does not really focus on the distinction, despite purporting to do so.

The Fifth Circuit has also adopted Rogers, and appears to have followed the lead of the Second Circuit in
moving away from the “explicitly misleading” inquiry, in favor of requiring a particularly compelling
likelihood of confusion to outweigh the public interest in free expression where use of the mark is relevant to
an artistic or parodic work.224 The other two circuits to have adopted the Rogers doctrine, the Sixth and
Eleventh Circuits, appear to apply the explicitly misleading requirement more rigidly, even outside the context

of titles, although the doctrine in both circuits is relatively undeveloped.122

The Third, Fourth, Seventh, Eighth, and Tenth Circuits have not adopted the more specific Rogers doctrine
(requiring no artistic relevance or explicit misleadingness) despite having had opportunities to do so, and some
of these circuits have offered criticism of at least the strongest versions the doctrine, suggesting that it may be
unnecessary because the likelihood of confusion test itself can sufficiently account for First Amendment

interests.126

The Fourth Circuit has suggested that a proper application of the Lanham Act should generally be enough to

protect free speech,12Z

explaining that when marks are “used to parody, satirize, criticize, comment or
compare,” that use should be considered in and infuse the application of the likelihood of confusion factors,
generally weighing against confusion.128 For example, in Louis Vuitton, the Fourth Circuit found that dog toys
loosely resembling small Louis Vuitton handbags were not likely to confuse consumers into thinking that they
were made or sponsored by Louis Vuitton, in part because the dog toys were “successful parodies of LVM
handbags and the LVM marks and trade dress.”122 The court explained that a “parody relies upon a difference
from the original mark, presumably a humorous difference, in order to produce its desired effect,” such that
although a finding of parody is not dispositive as to likelihood of confusion, “an effective parody will actually

diminish the likelihood of confusion, while an ineffective parody does not.”169

The Tenth Circuit has also suggested that the more specific Rogers test is unnecessary because trademark law
already has a "built-in mechanism” to avoid First Amendment concerns given that “the Lanham Act requires
proof of a likelihood of confusion. In the case of a good trademark parody, there is little likelihood of

confusion, since the humor lies in the difference between the original and the parody.”26L A district court in the
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Tenth Circuit has criticized the test as “needlessly rigid and failing to account for the realities of each

situation.”162

The Supreme Court in Jack Daniel’s had a chance to resolve the circuit split about the correct test for the
Rogers doctrine, if the doctrine is valid at all, but declined to resolve this controversy. Instead, the Court ruled
very narrowly and held that Rogers does not apply in the situation at hand, because the plaintiff’s mark is being
used “as a mark” by the defendant.163 In similar words, the Court stated that when the defendant’s use “is ‘at

least in part’ for ‘source identification’. . . Rogers has no proper role.”164

As such, the Court vacated the Ninth Circuit’s decision applying Rogers. The Court made clear that it was
taking no position on the Rogers doctrine in general, but noted that the doctrine only applies to “cases
involving ‘non-trademark uses’—put another way, cases in which ‘the defendant has used the mark’ at issue in
a ‘non-source-identifying way.’”162 The Court did appear to agree with the Fourth and Tenth Circuits that the
likelihood of confusion analysis itself can and should take into account any parodic nature of the allegedly
infringing work, and remanded for a reconsideration of likelihood of confusion in the case at hand with more
attention given to such parodic aspects, but the Court did not resolve the question of whether Rogers might

provide some additional protection in cases where it is applicable.

Whether, when, and how Rogers should continue to apply to NFTs and in general in light of the Jack Daniel’s

decision will be discussed further in Part III.
C. First Sale Doctrine in Trademark Law

The first sale (or exhaustion) doctrine exists in patent, copyright, and trademark law, and generally provides
that the lawful purchaser of an item has the right to use that item for its ordinary, intended uses, and to resell
the item, without infringing intellectual property rights.16¢ One way of rationalizing the doctrine is that the
intellectual property owner has “received their reward” upon the first sale and thus no further compensation is
needed.87 The first sale doctrine is also said to facilitate resale markets and the smooth flow of goods through
commerce, reflecting the common law’s antipathy to restraints on the alienation of chattels.158 It is sometimes
thought of as the boundary between intellectual property law and commercial law, as the intellectual property

rights “exhaust” upon the first sale.162

The doctrine does, of course, have its limits. The buyer of a trademarked item generally does not receive the
right to create other products bearing the trademark, or to materially alter the trademarked product.122
Similarly, the buyer of a patented computer or widget has the right to use, display, and resell these items, but
generally does not have the right to copy or reproduce them, for example.1ZL And in copyright law, the first
sale gives the buyer the right to resell the copyrighted item and to display it locally, but not necessarily the right

to make additional copies of the item.172
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In general, courts have applied the first sale doctrine in trademark law to hold that “the right of a producer to
control distribution of its trademarked product does not extend beyond the first sale of the product,” or in other
words, “resale by the first purchaser of the original article under the producer’s trademark is neither trademark
infringement nor unfair competition.”XZ2 Courts have applied at least two exceptions to the first sale doctrine.
The “Quality Control” exception applies when goods do not conform to the trademark holder’s quality control
standards.174 And the “Material Differences” exception applies if the goods differ in a way that would likely

be relevant to a consumer’s decision to purchase them.172

Both of these exceptions are closely tied to likelihood of confusion, as is the first sale doctrine in general.
When a product has been materially altered or no longer conforms to the trademark holder’s standards, it could
cause confusion, harming the trademark owner’s brand.2Z8 Accordingly, courts have said that a difference is
material if “consumers [would] consider [it] relevant to a decision about whether to purchase a product.”ﬂ
But when a product is simply resold in its normal form, no such confusion is likely. Courts have explained that
reselling under the first sale doctrine is permitted because “confusion ordinarily does not exist when a genuine

article bearing a true mark is sold.”178

For example, in Ledo Pizza, in addressing the first sale doctrine, the court explained that the “relevant question
here” is whether the reheating of Ledo pizzas by Expressions Catering was likely to cause confusion as to the
quality consumers would expect from pizzas purchased at the Ledo Pizza restaurants. The court ultimately
found that there was no evidence to show that guests being served by Expressions Catering could have known
that the pizzas being served were simply reheated Ledo pizzas, and thus there was no likelihood of confusion,

and Expression Catering’s lawful purchase of the pizzas shielded them under the first sale doctrine.172

Thus, like the Rogers doctrine and its First Amendment protections, the first sale doctrine in trademark law is
also closely tied to the likelihood of confusion analysis, to the extent it is not entirely clear that a separate
doctrine is necessary.189 If the buyer of a Nike shoe were to add wheels to the shoes and then resell them, this
would likely not be protected under the first sale doctrine because it could confuse consumers into thinking that
the altered shoes were made by Nike when in fact they were not, and would fall into the material alteration

exception to the first sale doctrine 181

Like the Rogers doctrine though, the first sale doctrine arguably provides added protection that is not as
dependent on the loosely defined and unpredictable likelihood of confusion inquiry, and thus can potentially
reduce litigation costs by allowing for earlier dismissal for the defendant.182 Someone who simply re-sells
their lawfully purchased Nike shoes at a yard sale, if they were sued by Nike, could likely have the case
quickly dismissed under the first sale doctrine without having to engage in potentially burdensome and

sometimes uncertain litigation on the likelihood of confusion factors.

Recommendations for how these general first sale doctrine principles should be applied in the context of NFTs

will be discussed further in Part III.
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3. Normative Recommendations

This part will make some recommendations about how the doctrines discussed in this article should apply to

NFTs and in general, in light of recent Supreme Court guidance.
A. Applying Likelihood of Confusion to NFTs

A contrast between the Hermes case and the Jack Daniel’s case helps to highlight a primary argument of this
article, that courts should be cognizant of whether confusion as to source would likely increase the amount that
consumers would pay for the product, and that this increased payment may be particularly likely when NFTs

are at issue.

In the Jack Daniel’s case, it seems unlikely that many people were buying the Bad Spaniel’s dog toy or paying
more for it because they were confused into thinking that it is sponsored by Jack Daniel’s. In other words, even
if there is confusion about whether Jack Daniel’s endorsed the dog toy, which there may well be, it seems
unlikely that such confusion would affect consumer purchasing decisions, so it should be considered irrelevant,
or at least given less weight in the ultimate balancing analysis.182 It is hard to imagine many purchasers of the
dog toy being upset to find out that it was not in fact sponsored by Jack Daniel’s, even if they had been
confused into thinking that it was.184 Prestige or clout is not particularly important when dog toys are at issue,
and moreover, although Jack Daniel’s is a well-known whiskey brand, it is not exactly a luxury brand with the

prestige or clout of the Hermes brand.

By contrast, in the Hermes case, it seems quite plausible that some consumers were paying more for the NFTs
because they thought that they were buying the “official” Hermes MetaBirkin NFTs. Hermes is of course a
luxury brand with a good deal of prestige, and that matters a lot for NFTs, whose value is largely if not entirely
based on clout. Similarly, it is quite plausible that confused consumers would pay more for RR/BAYC NFTs
because they think they are buying the “authentic” Bored Ape Yacht Club NFTs. NFTs are essentially
collector’s items being bought for their potential resale value or bragging rights, and both the Hermes brand

and the BAYC brand have a good deal of the clout from which NFTs derive their value.182

Regarding the analysis, this clout should be considered primarily when evaluating the evidence of actual
confusion. This is consonant with the warnings in Justice Sotomayor’s Jack Daniel’s concurrence for courts to
closely scrutinize survey evidence of actual confusion and to be cognizant of whether it merely reflects
confusion about the law.188 It was likely improper for the district court in the Jack Daniel’s case to rely heavily
on survey evidence of confusion in finding a likelihood of confusion, as that survey evidence likely just
showed that consumers were confused about what the law requires.28Z That is, some consumers thought that
the law generally required that the maker of a parodic dog toy needs to get permission from the brand that is
being parodied, but the mere fact that they were confused about that should not make it so. If the confusion

shown by survey evidence is not the type of confusion that would likely affect consumer purchasing decisions,
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the weight given to this factor in the ultimate balancing should be greatly reduced, as it is just one factor in the

larger analysis.188

The degree to which confusion would affect purchasing decisions could also potentially be considered in the
factor of the defendant’s intent, as this would provide an incentive for the defendant to intentionally cause
confusion. It seems much more plausible that Ripps and Rothschild were intentionally trying to make
consumers think that their NFTs were sponsored by BAYC or Hermes, respectively, as compared with VIP
intentionally trying to make consumers think that Jack Daniel’s endorsed the dog toy, because such confusion

would likely increase the value of the NFTs but not the dog toy.

Regardless, one need fret too much over which factor this consideration falls in with. Although the various
factors can be a helpful tool, courts should keep in mind that the ultimate question is whether consumers are
likely to be confused, and the most relevant confusion is that which would likely affect consumer purchasing

decisions.
B. Confusion As a Matter Of Law

Recognizing likelihood of confusion as a question of law based on underlying facts would align the doctrine
with similarly central and often dispositive inquiries in patent law and copyright—namely, obviousness and
fair use, which the Supreme Court has made clear are both questions of law based on underlying facts.182 In
clarifying that the ultimate question of fair use is one of law, the Court recently explained that the question
“primarily involves legal work,” although certainly it may “involve determination of subsidiary factual
questions.”20 Similarly, although likelihood of confusion involves some underlying factual inquiries (such as
evidence of actual confusion) some factors involve primarily legal work, as does the ultimate balancing of the
factors. For example, evaluating the strength or distinctiveness of the mark on the Abercrombie scale has been
correctly said to involve primarily legal work.12L Like fair use, the Abercrombie scale for trademark

»192

distinctiveness was “originally a concept fashioned by judges, as were the multi-factor balancing tests that

each circuit has developed for evaluating likelihood of confusion.

The question of whether consumers are likely to be confused is no more inherently factual than whether an
invention would have been obvious at the time it was made, or whether a use of another work is fair, yet for
some reason likelihood of confusion is considered a factual question in the majority of circuits. Although the
question of whether confusion is likely might (for some reason) initially perhaps seem more factual,
commentators have recognized that the distinction between law and fact is ultimately a myth, and must be
decided based on functional considerations.122 The question courts are ultimately asking is not a binary “is
confusion likely or not.” The ultimate question is rather: is confusion likely enough to justify a claim for
trademark infringement. This question involves matters of policy and balancing a variety of factors, some of

them factual and some of them legal, and functionally is better suited for courts, who can try to conduct the
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balancing in accord with precedent and develop a greater degree of consistency and predictability in how the

balancing is conducted.

Moreover, as others have observed, the question of likelihood of confusion may present a degree of
circularity.124 This is true as well in the context of NFTs. If the law moves in the direction of saying that
unauthorized use of trademarks in NFTs is infringing, it may come to be understood by consumers that NFTs
bearing marks generally originate from or are endorsed by the mark owners. The Hermes and Yuga Labs cases
discussed in Part I may already be pushing us in this direction.122 On the other hand, if the law moves in the
opposite direction, it may eventually come to be understood that NFTs bearing trademarks do not necessarily
have anything to do with the mark owner. At this point, with NFTs being fairly new, consumers may not yet
know what to expect. The question of whether consumers in the public are likely to be confused is to some
extent a cultural question, and thus provides an example of culture and law influencing each-other

simultaneously.128

Thus, when new situations arise, such as with NFTs, where the law has not yet chosen a firm path, the
likelihood of confusion question is to some degree a normative question involving legal policy judgments. As a
practical matter, these policy judgments should be considered as a matter of law, albeit one that does also
involve underlying factual considerations. For example, although evidence of actual confusion is factual
evidence, the relative weight to be given such evidence in the ultimate balancing should be a legal question.
Judges are experts in law, and are better suited than lay jurors to be making normative decisions about the

direction the law should take.

It is sometimes argued that easy dismissal under Rogers is necessary because litigating likelihood of confusion
to trial would prove prohibitively costly for many artistic defendants.12Z But this concern could potentially be
substantially mitigated if the Supreme Court were simply to clarify that likelihood of confusion is a question of
law based on underlying facts. Indeed, in Jack Daniel’s, the Supreme Court did note that early dismissal for no
likelihood of confusion as a matter of law could sometimes be appropriate, though the Court did not clarify

whether the ultimate issue is appropriately considered one of law or fact.128
C. Rogers Can Still Potentially Apply to Some NFTs

It is not at all clear how one is supposed to know when the plaintiff’s mark is being used by the defendant “as a
mark” such that Rogers categorically does not apply in light of Jack Daniel’s. In stating that Rogers applies
“only to cases involving ‘non-trademark uses’—or otherwise said, cases in which 'the defendant has used the

29

mark’ at issue in a ‘non-source-identifying way,’” the Court cited to and quoted a law review article by Stacey
Dogan and Mark Lemley.@ That article itself recognized that “[s]ometimes it is impossible to determine
whether a defendant is using a mark to indicate its products’ source or sponsorship without resorting to the type

of consumer-perception analysis that sits at the core of the likelihood-of-confusion test.”200
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The Court pointed to Mattel v. MCA as an example where in the song “Barbie Girl,” the Barbie name was not
used as a source identifier, so Rogers properly applied.22L But Barbie was in the title of the song, which seems
like it could conceivably suggest a connection to the Barbie brand. Indeed, a recent film entitled Barbie was
sponsored and produced in part by Mattel Films.2%2 The film is about the Barbie characters, so in that case, it
does seem that the movie title is being used “as a mark.” It does not seem clear how the use of “Bad Spaniels”

on a dog toy is being used “as a mark” any more than “Barbie” in the title of the song “Barbie Girl.”

The Court explained, quoting from the Mattel opinion, that “the band’s use of the Barbie name was not as a
source identifier: The use did not speak to the song’s origin,” and that “a consumer would no more think the
song was produced by Mattel than would, upon hearing Janis Joplin croon ‘Oh Lord, won’t you buy me a

Mercedes Benz?, . . . suspect that she and the carmaker had entered into a joint venture.”203

But again, that

does not seem so clear, some consumers upon seeing the title of the song might be confused into thinking that
it was produced by Mattel. Indeed, that is precisely why the Rogers test is necessary, as Rogers itself involved
a potentially confusing title, and the court felt that the likelihood of confusion inquiry alone was not sufficient

to protect the First Amendment free expression interests at stake.

Perhaps one aspect is that even where there is a potential confusion based on a title alone, courts should
consider whether consumers viewing the work as a whole would likely be confused. In Rogers and Mattel, the
underlying works did not suggest a connection to Ginger Rogers or Barbie, whereas the Barbie movie as a
whole does suggest such a connection. The Rogers doctrine may thus prevent the notion of “initial interest

confusion” from being used to justify infringement based on the titles of artistic works alone.

In any event, saying that Rogers applies only when there is no confusion collapses Rogers into the likelihood
of confusion analysis and makes Rogers irrelevant. Essentially then, one could read the Jack Daniel’s opinion
as holding that Rogers applies only when it is not necessary, that is, only when consumers would not be
confused into thinking that the use of the plaintiff’s mark indicates any sponsorship or affiliation from the
plaintiff’s brand. The Court gave the use of a Louis Vuitton bag in a movie to convey something about one of
the characters as an example of a case where the Louis Vuitton mark was not being used “as a mark” and thus
Rogers could apply.2% But this would seem to be a situation where confusion as to source would be highly

unlikely, so Rogers would be unnecessary.

On the other hand, given the circularity of the likelihood of confusion inquiry, if courts were to start to hold
that the use of a product in a movie constitutes trademark infringement, then consumers may eventually begin
to think that the use of a product in a movie does indicate some degree of sponsorship or affiliation. The Rogers
doctrine then could function as a backstop to insulate such uses against infringement.292 It also can provide
added protection for expressive uses of trademarks that do not indicate source, given the unpredictable and
malleability of the likelihood of confusion inquiry. Given the difficulty of drawing clear lines in these areas,
Rogers is likely best understood as a thumb on the scale against infringement when the allegedly infringing use

of the mark is artistic or expressive and is not being used “as a mark.”226 Although this would only be applied
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in cases where the balance likely already tilts at least somewhat against confusion, this additional thumb on the
scale could make it easier to dismiss the case early on, reducing litigation costs for artistic defendants and thus

insulating protected expression against an in terrorem chilling effect.

Turning back to the MetaBirkin NFTs, one could argue that Birkin is not being used “as a mark” any more than
Barbie in the song Barbie Girl. Indeed the district court in the Hermes case found that Rogers applied because
the use of the Hermes marks in the MetaBirkins “did not function primarily as a source identifier.”29Z
However, that decision was made before the Jack Daniel’s decision, which stated that Rogers does not apply
when the mark is being used “at least in part” for source identification.2%8 And one could certainly argue that
Birkin is being used “as a mark” or for source identification in MetaBirkin at least as much as the Bad Spaniels

dog toy is making use of the Jack Daniel’s brand for source identification.

As such, after Jack Daniel’s it seems that Rogers would probably not apply to the MetaBirkin NFTs.22 Given
that the court found a likelihood of confusion, it may be difficult to argue that the name Birkin does not speak
at least in part to the origin of the NFTs. And it would be even more difficult to argue that RR/BAYC is not
using BAYC “as a mark.”

One can, however, imagine situations where Rogers could still apply to NFTs. For example, imagine a Bored
Ape NFT where the Bored Ape is carrying a handbag that looks something like a Birkin bag, or perhaps even
is identifiable as a Birkin bag. Or maybe the bored ape character is wearing Nike shoes. In these situations, the
allegedly infringed trademark is playing a more minor role in the NFT and is not included in the title, such that
it is arguably not being used “as a mark,” and Rogers at least arguably could apply. This would be more akin to
the example the court gave of the use of a Louis Vuitton bag in one scene of a movie as a situation where

Rogers could still properly have some application.

Thus, after Jack Daniel’s, Rogers can still arguably provide protection to some expressive NFTs, but probably
only where the unauthorized use of the mark is less prominent than the uses at issue in the Hermes and Yuga

Labs cases.
D. Courts Should Adopt a Flexible Approach to Rogers

The Jack Daniel’s Court purported not to be overruling or taking a position on the Rogers doctrine more
generally, as far as how exactly it should apply when it does apply.2L2 Although the Court in Jack Daniel’s did
not decide the issue of the correct approach to Rogers (if any), it did provide something of an invitation for

courts to reconsider the issue.

As outlined in Part II, courts have split between essentially three different approaches to the Rogers doctrine.
Courts led by the Second Circuit take a flexible approach, requiring a “particularly compelling” case for
confusion when the allegedly infringing work is expressive. Courts led by the Ninth Circuit take a rigid

approach, holding that an artistically relevant use of a mark is infringing only if it is “explicitly misleading.”
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And some courts, such as the Fourth Circuit, hold that Rogers is unnecessary because confusion is unlikely in
the case of a true parody. The flexible approach is the most coherent and well developed, providing sufficient

First Amendment protection while avoiding the need to draw arbitrary binary lines.

Although the likelihood of confusion factors can and should take into account whether the allegedly infringing
work is expressive, the confusion inquiry alone does not seem well suited to fully account for some forms of
expression such as parody.2LL For example, although the similarity of the marks normally weighs in favor of
confusion, in the case of parody, some degree of similarity is required to evoke the original, but the parodist
should not necessarily be penalized for this. Similarly, generally the strength of the plaintiff’s mark weighs in
favor of confusion, but in the case of a parody it may be the very thing that allows consumers to recognize the

mark being ridiculed, and so its weight should likely be diminished in this context.

As such, the approach taken by the Fourth Circuit is not always adequate, and some added protection under
Rogers may be appropriate. In other words, although courts can try to fit the likelihood of confusion factors
into a parody analysis, this is to some extent like fitting a square peg in a round hole, so some additional

doctrinal protection for expressive works such as parodies may be helpful 212

As far as the rigid approach, there is no good reason that trademark infringement in the case of an expressive
use of a mark (now, when not used “as a mark™) should turn solely on whether the use is implicitly or explicitly
misleading, and it is not even clear what that means. Even courts, such as those in the Ninth Circuit,
purportedly using the “explicitly misleading” formulation do not limit the inquiry to that question and appear to

»213

mean “very misleading. If courts mean something else when they say “explicitly misleading,” then they

should say something else, in the name of judicial candor, to focus the inquiry appropriately, and to allow the

law to develop in a more coherent and less confusing manner.214

As shown in Part 11, the “explicitly misleading” approach essentially results from a misreading and
overextension of one particular sentence from the Rogers decision. That sentence merely suggested how the
more general balancing of free expression against consumer confusion would “normally” come out in the
situation of artistic titles using celebrity names. It is worth emphasizing that even the judge that created the
“explicitly misleading” formulation appears to have repudiated it.22 It is difficult to say whether the Ninth
Circuit’s approach is significantly more protective of free expression as compared to the Second Circuit’s
approach. What seems clear though is that the Ninth Circuit’s approach is less coherent and does not focus as

directly on the inquiry of the actual values at stake.

Although the Supreme Court did not end up addressing the appropriate Rogers standard in Jack Daniel’s, a
colloquy with Justice Gorsuch during oral argument showed some appropriate skepticism as to the “explicitly

misleading” test.216
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Justice Gorsuch also wrote a concurrence in Jack Daniel’s cautioning courts to “handle [Rogers] with care”
noting that “it is not entirely clear where the Rogers test comes from” and asking “is it commanded by the First
Amendment, or is it merely gloss on the Lanham Act, perhaps inspired by constitutional-avoidance
doctrine?”21Z The Rogers court did seem to be purportedly applying constitutional avoidance.218 But the court
did not discuss whether its saving interpretation was reasonable or fairly possible as required by that
doctrine.212 Another advantage of the Second Circuit’s approach over that of the Ninth Circuit’s is that it is
more closely linked to the text of the Lanham Act, for although the words “explicitly misleading” do not
appear in the relevant statutory text, the words “likely to cause confusion” do appear.22 But the Act does not
state how likely the confusion must be, so it seems reasonable to interpret the Act to require a more compelling

case for confusion where the allegedly infringing work implicates First Amendment concerns.

Another problem with the Ninth Circuit’s approach is that it leads to an arbitrary binary distinction between
expressive works entitled to strong protection, and other works entitled to no protection.22L If there is one thing
that the Supreme Court made clear in Jack Daniel’s, it is that this line will not be drawn so as to give full First

Amendment protection to anything with a mere modicum of expressiveness.

The Second Circuit’s flexible approach helpfully allows for more of a sliding scale, analyzing the degree to
which the likelihood of confusion needs to be “particularly compelling” in relation to the weight of the First
Amendment interest on the other side of the balance.222 The stronger the case for First Amendment protection,
the more compelling the case for confusion must be to outweigh it. True parody or creative criticism should

require a very compelling case for confusion given the strong First Amendment interests at play.223

On the other side of the balance, a successful parody is not generally confused with the original but rather is
recognized to be criticizing the original.22% So while a plaintiff targeting a transformative parody not only must

meet a higher bar in showing confusion, the plaintiff also tends to have a weaker case for confusion.222

This article has argued that likelihood of confusion generally should be considered ultimately an issue of
law,225 and the balancing of likelihood of confusion against the free expression interests for an allegedly
infringing expressive work should a fortiori be considered a legal issue. The Court in Hermes arguably erred
by treating the issue as too much of a factual one, essentially punting to the jury not only on weighing the
various likelihood of confusion factors but also even on the Rogers balancing of confusion against free

expression.ﬁ

The primary argument in favor of the Ninth Circuit’s rigid and somewhat incoherent explicit misleadingness
approach is that it is necessary to prevent properly protected speech from being chilled by the high cost of
litigating the amorphous and unpredictable issue of likelihood of confusion. But this concern would be
mitigated by treating the likelihood of confusion question generally as one of law as argued above, or at least
doing so in cases where Rogers applies, and the likelihood of confusion must be balanced against First

Amendment free expression interests. Moreover, in light of Jack Daniel’s, Rogers will likely only apply in
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cases where confusion is rather unlikely, so courts should not have much trouble in such cases deciding well
before trial that as a matter of law there is no sufficiently compelling case for confusion to outweigh the First

Amendment free expression interests at stake.
E. First Sale Doctrine Should Generally Not Protect Unauthorized NFTs

The first sale doctrine is closely tied to likelihood of confusion, thought it can potentially be useful from a
procedural perspective in straightforward cases, enabling quick dismissal without expensive litigation on the
likelihood of confusion factors.228 The use of NFTs to track physical products, however, does not present such
a straightforward case for the first sale doctrine. At the very least, an NFT digital version of a purchased
physical product is likely “materially altered,” (at least by being converted into digital form) and thus the first
sale doctrine should not apply.222 An NFT representing a pair of sneakers is simply not the same thing as a
physical pair of sneakers, just as an NFT depicting a Birkin bag is not the same thing as a physical Birkin bag,

and a painted image of a pipe is not the same thing as a physical pipe.23Y

In general, NFTs should be considered separate products from their physical counterparts (when there is such a
counterpart), and thus buying a product should not necessarily give the buyer a right to create an NFT of that
product. That is certainly not to say that there is necessarily trademark infringement, but whether there is

should depend (as usual) on whether consumers are likely to be confused.

The factor of degree of similarity between the products or goods presents an interesting question when we are
faced with an NFT with a physical counterpart. One might expect an NFT of a Nike shoe to have been made by
Nike more than one might expect an Andy Warhol style painting of a Nike to have been made by Nike;
although most established brands do not generally make paintings of their products, many are starting to make
NFTs of their products.22L So perhaps an NFT should be considered something like a t-shirt, a common place
for brands to advertise and extend their reach into the digital world. But the more the NFT picture is stylized or
altered from its original, as in the case of the fuzzy Birkin bags,232 the more this factor should tend to weigh

against confusion.

Of course, similarity of the goods is just one factor. Even if the NFT contains an unvarnished picture of the
product, courts should remain open to the possibility that where an NFT truly is being used as just a
technological tool to track a physical product, and this is made completely clear to consumers, confusion may
not be likely. In such a situation, noninfringement of the NFTs could be found based on no likelihood of

confusion, whereas resale of the physical goods would be protected by the first sale doctrine.

In discussing the Nike v. StockX case, Mark McKenna has recently seemingly questioned whether NFTs should
be considered separate products from the underlying shoes in this context, and argued that NFTs should
generally not be protected by trademark law, in part because marks on NFTs don’t convey information about

quality in the sense of “durability or comfort, suitability for running, or anything analogous.”232 He recognizes
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the counterargument that consumers might still care about the origin of digital goods such as NFTs “just
because the care about ‘authenticity’ as such—not because those digital shoes have characteristics as shoes, or
even because the digital Nike shoes from Nike will ‘work’ differently than other digital Nike shoes.”234 But he
rejects this counterargument, in part because the information about source can be recorded in the blockchain,
that is, “[i]f you want to know if my avatar’s digital shoes really came from Nike, that information can be

carried in the token.”232

It is certainly true that information about source can be carried in an NFT token, but the question is whether a
typical consumer would be aware of this information. To the extent that consumers are made aware of this
information at the point of sale, that would diminish the likelihood of confusion and thus the likelihood of
trademark liability. If consumers are not adequately made aware, confusion is still a possibility. In any event,
the fact that the blockchain may provide a mechanism for avoiding confusion is no reason to use the first sale

doctrine to categorically exclude NFTs from the likelihood of confusion analysis.

Professor McKenna also argues that if one were to “strip away the NFTs from the StockX case, [then] it’s a
first sale case where the question is whether the fact that StockX’s authentication process is imperfect makes it
a counterfeiter.”22 That does not seem correct, in part because a painting, photograph, or digital image
containing a Nike symbol is not the same thing as a Nike itself; it is a material alteration of the actual Nike
shoe and as such should not be covered by the first sale doctrine. Buying a Nike shoe does not give one the
right under the first sale doctrine to start selling artistic paintings or photographs of the Nike, and the fact that
the image is linked to or sold via an NFT should not change that outcome. The artist’s sale of the image may be
protected under Rogers (though that is far from clear after Jack Daniel’s), or there may be no likelihood of

confusion, but regardless, there is not a viable first sale defense.

One might also attempt to analogize the Nike v. StockX situation to a coat check where one receives merely a
plain claim ticket. If one were then to sell the claim ticket including the rights to the underlying coat, would
that be covered by the first sale doctrine? The transfer of the coat itself would certainly be covered, as would
the transfer of the underlying Nike’s. With respect to the claim ticket, there would be no reason to think that it
was made or sponsored by the coat manufacturer, so there would be no likelihood of confusion and no
trademark infringement. That would be the key distinction from the StockX case, where the NFT contains the
Nike trademark and thus at least arguably creates confusion. But the coat check ticket is still a separate item
from the coat itself, so if there were possible confusion as to whether it was made by the coat manufacturer, the
seller of the ticket should not necessarily be protected from a trademark claim merely because they lawfully

purchased the coat.

Another difference is that unlike plain claim tickets NFTs are a new and separate category of products or
investments that are usually not even linked to any physical item. The separateness of the NFTs from the Nikes
is also evidenced by the fact that the NFTs seem to sell for prices greater than and uncoupled from the value of

the Nikes themselves. Thus, an NFT would seem to be a separate product from, or at least a material alteration
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of, an associated physical item, so a trademark claim on the NFT should turn on likelihood of confusion rather

than a first sale defense founded in the lawful purchase of any associated physical item.
Conclusion

The general confusion surrounding the likelihood of confusion inquiry in trademark law is exacerbated by the
general confusion surrounding NFTs. Given the degree of circularity inherent in the likelihood of confusion
analysis and the relative novelty of the context, courts have an important opportunity to shape how the

confusion analysis will apply to NFTs.

When applying likelihood of confusion to NFTs, courts should keep in mind that the value of NFTs is largely
based on prestige or clout, and thus courts should ask whether any alleged confusion would increase the
amount that buyers are willing to pay for the NFTs. For example, if the NFT is making unauthorized use of a
luxury brand’s trademark, this could well increase the amount that buyers would be willing to pay for the NFT,
as the prestige of the luxury brand would likely add to the clout and thus the value of the NFT. This
consideration should factor into the weight given to any evidence of actual confusion, such as survey evidence.
Likelihood of confusion should be considered a question of law based on underlying facts, so ultimately it

should be up to the court to weigh and balance the various factors.

With respect to parody and the First Amendment, courts should move in the direction of a flexible approach to
Rogers, such as that taken by the Second Circuit, where a more compelling case for confusion is required to
outweigh the free expression interests at stake. This balancing should also (and a fortiori) be considered a legal
matter for the court. The balancing can still apply even after Jack Daniel’s where an NFT makes a less
prominent or more minor parodic use of another’s trademark without using aspects of that trademark as its own
trademark or to indicate source. Evidence of confusion as to whether a parody was authorized by the brand
being ridiculed should be given less weight if it does not appear that such confusion is likely to alter consumer

purchasing decisions.

The first sale doctrine should generally not protect the use of NFTs to track physical products, as the NFT
should be considered a separate product or at least a material alteration. But where it is made clear to
consumers that the NFT is merely being used as a technological tool to track an underlying physical product

and was not produced by the same brand that made the physical product, confusion may be unlikely.
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any such rights, and most NFTs don’t.”). <

27. See, e.g., Part I(A), infra. <

28. See Lee, supra note 23, at *3-4 (“[T]he sale involves a purchase of the virtual token stored on
blockchain, plus a content license that determines the uses of the associated copyrighted work, such as
commercial uses and the right to make derivative works.”). <

29. See id. at *37 (explaining that “the resale royalty requirement is programmed right into the smart
contract stored on blockchain that creates the NFT”).

30. See Frye, supra note 26, at 341 (“The NFT market recognizes the owner of a ‘legitimate’ NFT of a work
as the ‘owner’ of the work, even though NFTs typically don’t convey copyright ownership of the work. I call

this ‘pwnership,” because it consists of ‘clout,’ rather than control.”). <
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31. See Adler, supra note 1. <

32. See Frye, supra note 26, at 348. <

33. See Adler, supra note 1, at 761 (“Everyone has access to the same image and can ‘right-click’ and save
it. Typically, all you own is the token itself, pointing to a limitlessly reproducible work.”). =

34. Seeid. <

35. See Mary Kate Brennan, Soniya Shah, Anna Naydonov, Demystifying NFTs and Intellectual Property:
Trademark and Copyright Concerns, Westlaw Today (June 17, 2022) (“Many brands across industries have
applied for NFT trademark registrations, including Johnson & Johnson, 3M, L’Oreal, Coach, Gucci,
Balenciga, Wendy’s, Utz, Mastercard, Mattel, and Lion’s Gate.”); Mark McKenna, Trademarks in the
Metaverse at *5 (forthcoming) (available at:
https://www.law.nyu.edu/sites/default/files/Mark%20McKenna%20-
%20Trademarks%20in%20the%20Metaverse.pdf) (discussing “the explosion of parties claiming trademark
rights specifically in relation to ‘digital goods’”). <

36. See Elle Reeve, Snoop Dogg, his ape and a question of celebrity hype, CNN Business (Apr. 7, 2023)
(discussing the controversy surrounding the allegation by Ryder Ripps that Snoop Dogg and other celebrities
were paid by Yuga Labs to buy and promote the BAYC NFTs). <

37. See Yuga Labs, Inc. v. Ryder Ripps, No. 2:22-cv-04355, Complaint D.I. 1 (C.D. Cal. June 24, 2022)
(“Yuga Labs Complaint”). <

38. Yuga Labs Complaint at para. 33. <

39. See Thaler v. Perlmutter, 2023 U.S.P.Q.2D (BNA) 980 (D.D.C. 2023) (“human authorship is an essential
part of a valid copyright claim”). <

40. See id. at para. 24-30, 34. <

41. See Lee, supra note 23, at *44 (“The Bored Ape licenses give the NFT buyers unlimited
commercialization rights to use their Bored Ape characters, including to make derivative works based on
them.”); Yuga Labs Complaint at para. 17 (“Once minted, a Bored Ape NFT confers on its holder certain
commercial rights with respect to content featured on the NFT (here, digital art).”); Michael D. Murray,
Transfers and Licensing of Copyrights to NFT Purchasers, 6 Stan. J. Blockchain L. & Pol’y 119, 130 (2023)
(“In general, a creator selling an NFT on a sales platform will have the opportunity to write the description
of the NFT in the listing itself, and so can input the license terms or a link to the license right in the listing at

the point of purchase.”).
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42. See Hypebeast, Bored & Hungry, The First Bored Ape Yacht Club Restaurant Has Officially Opened
(Apr. 11, 2022) (available at: https://hypebeast.com/2022/4/bored-hungry-first-bored-ape-yacht-club-

restaurant-officially-opened-info) (“Nguyen spent $267,000 USD to purchase Bored Ape #6184 . . . to

receive access to the IP ownership rights and community granted to holders of the NFT.”). <

43. See Yuga Labs Complaint at para. 20 (“The Bored Ape Yacht Club’s popularity is reflected in the value
of Bored Ape NFTs . . . . Individual Bored Ape NFTs likewise sell for high prices, including one that went
for $3.4 million.”).

44. See Barton Beebe, An Empirical Study of the Multifactor Tests for Trademark Infringement, 94 Cal. L.
Rev. 1581, 1600 (2006) (“The similarity of the marks factor is by far the most influential.”). <

45. See Ambassador East, Inc. v. Orsatti, Inc., 257 F.2d 79 (3rd. Cir. 1958) (enjoining the defendant from
using the name “Orsatti’s Pump Room” for a restaurant as an infringement of the plaintiff’s trademark in the
restaurant name “Pump Room,” finding that the plaintiff “is entitled to have its name protected in full, not
modified by other people’s qualifying names.”). <

46. See Yuga Labs Complaint at para. 40 (“Ripps has gloated that it is consumers’ own fault for being
confused by his fake NFTs, even though Ripps’ actions lay bare that he welcomes the confusion.”). <

47. See, e.g., Xtreme Lashes, LLC v. Xtended Beauty, Inc., 576 F.3d 221, 227 (5th Cir. 2009) (“A
suggestive term suggests, but does not describe, an attribute of the good; it requires the consumer to exercise
his imagination to apply the trademark to the good.”). The strength of trademarks is generally rated on a five
point scale ranging from fanciful (the strongest) to generic (the weakest), with suggestive being the middle
(third) level of strength. See Two Pesos, Inc. v. Taco Cabana, Inc., 505 U.S. 763, 768 (1992). <

48. See, e.g., Andy Sutherland, Jodorowsky’s Dune - How Understanding Copyright Can Save You $3
Million, IP Bytes (May 3, 2022) (available at: http://blogs.luc.edu/ipbytes/2022/05/03/jodorowskys-dune-

49. Ripps Answer at *13 (“Yuga’s Trademark Infringement Claims . . . [a]re Legally Insufficient Under the
Rogers Free Speech Test.”). <

50. See Yuga Labs, Inc. v. Ryder Ripps, No. 2:22-cv-04355, Answer D.I. 29 at *1 (C.D. Cal. Aug. 15, 2022)
(“Ryder Ripps used conceptual art to critique hateful imagery in the popular ‘Bored Ape Yacht Club’ project
....For example, Yuga’s ‘BA YC logo’ imitates the Nazi Totenkopf emblem for the Schutzstaffel (SS),
which was the Nazi organization primarily responsible for the Holocaust . . . . Yuga quietly embedded its
company’s trademarks, artwork, and products with these coded ‘dog whistles,” drawing from neo-Nazi
culture and racist communities within forums like 4chan.org/pol/ — while simultaneously racking up

celebrity endorsements.”) (“Ripps Answer”). <

38


https://hypebeast.com/2022/4/bored-hungry-first-bored-ape-yacht-club-restaurant-officially-opened-info
http://blogs.luc.edu/ipbytes/2022/05/03/jodorowskys-dune-how-understanding-copyright-can-save-you-3-million/
http://4chan.org/pol/

Stanford Journal of Blockchain Law & Policy Confusion in Trademarked NFTs

51. Ripps Answer at *4 (“High profile neo-Nazis . . . routinely discuss the ‘Kali Yuga.’ Yuga co-founder
Wylie Aronow was aware of (and apparently embraced) this neo-Nazi dog whistle as part of his public
Twitter profile.”). =

52. Id. at *6 (claiming that “Mr. Ripps’s use of pointers to the same images is a form of ‘appropriation art’
that serves several purposes” including “to bring attention to Yuga’s use of racist and neo-Nazi messages and
imagery” and “to educate the public about the technical nature and utility of NFTs.”). <

53. Id. at *7-8 (“Mr. Ripps further required each purchaser to adopt the following disclaimer: ‘By
purchasing this Ryder Ripps artwork in the form of an NFT, you understand that this is a new mint of BAYC
imagery, recontextualizing it for educational purposes, as a protest and satirical commentary. You cannot
copy an NFT.””).

54. Yuga Labs, Inc. v. Ripps, et. al., No. 22-4355-JFW, D.I. 225 (C.D. Cal. Apr. 21, 2023). <

55. Id. at *11-12. <

56. Id. at *16. <

57. See Hermes Int’1 v. Rothschild, 2022 U.S. Dist. LEXIS 89799 at *4 (S.D.N.Y. May 18, 2022). <

58. Id. at *2-3. <

59. Seeid. at*7. <

60. Rogers v. Grimaldi, 875 F.2d 994, 999 (2d Cir. 1989). <

61. See Part II(B), infra. <

62. Hermes, 2022 U.S. Dist. LEXIS 89799 at *14 (“the Court declines to resolve at this stage whether
‘MetaBirkins’ clear the admittedly low bar of artistic relevance”); Dr. Seuss Enters. V. ComicMix LLC, 983
F.3d 443, 462 (Sth Cir. 2020) (stating that “any artistic relevance ‘above zero’ means the Lanham Act does
not apply unless the use of the trademark is explicitly misleading”) (quoting Twentieth Century Fox
Television v. Empire Distribution, Inc., 875 F.3d 1192, 1198 (9th Cir. 2017)). <

63. See, e.g., Twin Peaks Prods. v. Publ’ns Int’], Ltd., 996 F.2d 1366, 1379 (2d Cir. 1993) (“the finding of
likelihood of confusion must be particularly compelling to outweigh the First Amendment interest
recognized in Rogers”); Cliffs Notes, Inc. v. Bantam Doubleday Dell Publishing Group, Inc., 886 F.2d 490,
495 n.3 (2d Cir. 1989) (explaining that in an artistic context, the likelihood of confusion factors “should be
applied with proper weight given to First Amendment considerations™). <

64. Hermes, 2022 U.S. Dist. LEXIS 89799 at *15-16. <
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65. Id. at *6. <

66. Id. at *16 and n.5. <

67. Hermes Int’l v. Mason Rothschild, Memorandum of Law in Support of Defendant Mason Rothschild’s
Motion to Dismiss the Complaint, No. 22-cv-00384-AJN-GWG, D.I. 17 at *8 (S.D.N.Y. Feb. 9, 2022). <
68. See Cliffs Notes, 886 F.2d at 495 (noting that “somewhat more risk of confusion is to be tolerated when
a trademark holder seeks to enjoin artistic expression such as a parody”). <

69. Hermes, 2022 U.S. Dist. LEXIS 89799 at *4-5, *16 n.5. <

70. See id. at *12 n.3 (“Rogers might not apply, Rothschild seems to concede, if the NFTs were attached to a
digital file of a virtually wearable Birkin handbag, in which case the ‘MetaBirkins’ mark would refer to a
non-speech commercial product.”); id. at *3 n.1 (explaining that fashion companies “are just starting to
branch out into offering virtual fashion items that can be worn in virtual worlds” and that “NFTs can be used
to create and sell such virtual fashion items” but that “what Rothschild sells are digital images of (faux fur,
not leather) Birkin bags, and not virtually wearable Birkin bags”); see also Syler v. Woodruff, 610 F. Supp.
2d 256, 264 (S.D.N.Y. 2009) (explaining that the First Amendment concerns are not implicated when the
“allegedly infringing marks are used in connection with . . . mundane commercial merchandise”). <

71. See E.S.S. Entm’t 2000, Inc. v. Rock Star Videos, Inc., 547 F.3d 1095, 1099-1100 (9th Cir. 2008)
(applying Rogers and First Amendment protection to the use of a strip club’s trademark in the virtual world
of the video game Grand Theft Auto, explaining that “that neighborhood, with all that characterizes it, is
relevant to Rockstar’s artistic goal, which is to develop a cartoon-style parody of East Los Angeles™). <

72. Hermes v. Rothschild, No. 1:22-cv-00384-JSR, D.I. 62 (S.D.N.Y. Oct. 7, 2022). <

73. Id. at 6. <

74. Id. at 4. <

75. Id. at 18-19. <

76. Hermes Int’l v. Rothschild, 2023 U.S. Dist. LEXIS 17669 (S.D.N.Y. Feb. 2, 2023). =

77. Id. at *11. <

78. Id. at *13. <

79. Id. at *23-25. <

80. Hermes v. Rothschild, No. 1:22-cv-00384-JSR, D.I. 143 at 21. <
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81. The court acknowledged this in response to post trial briefing, but declined to grant Rothschild’s request
for a new trial, reasoning that this standard was, if anything, more favorable to the defendant than what
Rogers requires. See Hermes v. Rothschild, No. 1:22-cv-00384-JSR, D.I. 191 at 9 (S.D.N.Y. June 23, 2023)
(stating that “by defining ‘explicitly misleading’ to include an intent to mislead, the Court actually accorded
Rothschild greater First Amendment protection that [sic] Rogers arguably required”). <

82. See Part II(B), infra. =

83. See Nike, Inc., v. StockX LLC, No. 1:22-cv-00983, Complaint, D.I. 1 (S.D.N.Y. Feb. 3, 2022). <

84. See Nike, Inc. v. StockX LLC, No. 1:22-cv-00983, Answer D.I. 21 at *2 (S.D.N.Y. Mar. 31, 2022)
(“Nike’s claims lack merit, disregard settled doctrines of trademark law, including the doctrines of first sale
and nominative fair use, and show a fundamental misunderstanding of the various functions NFTs can
serve.”) (“StockX Answer”); id. at *3 (“Consumers purchase the Vault NFTs and have two choices regarding
ongoing possession: (1) retain digital possession of the Vault NFT and leave the authenticated physical good
in StockX’s climate-controlled, high-security vault . . .; or (2) take possession of the physical good from the
vault at any time, in which case the Vault NFT is removed from the customer’s digital portfolio and
permanently removed from circulation.”).

85. Id. at *2.
86. Id. at *3.
87. Id. =

It

It

88. See id. at *4 (“The actual product of value is the underlying Stored Item, and there is no mark-up for the
actual Vault NFT. While StockX sets the initial price for Vault NFTs, StockX does not set or control prices
for subsequent trades, which are dictated completely by StockX users.”). <

89. See id. at *3-4 (“As explained on StockX’s product pages, a ‘Vault NFT represents and tracks proof of
ownership of the actual sneaker stored within [the] StockX Vault.’”). <

90. See, e.g., Streetwise Maps, Inc. v. Vandam, Inc., 159 F.3d 739, 743 (2d Cir. 1998) (“A probability of
confusion may be found when a large number of purchasers will likely be confused as to the source of the
goods in question.”). <

91. See Park ’N Fly, Inc. v. Dollar Park & Fly, Inc., 469 U.S. 189, 198 (1985) (“The Lanham Act provides
national protection of trademarks in order to secure to the owner of the mark the goodwill of his business
and to protect the ability of consumers to distinguish among competing producers.”). <

92. See Jack Daniel’s Properties, Inc. v. VIP Products LLC, No. 22-148, at *4 (June 8, 2023). <
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93. See Bartow, supra note 12, at 749 (“Predictably, the diverging viewpoints in this area have produced a
muddled body of case law, characterized by such inconsistency among and within the circuits that it has
become difficult to predict how a court will deal with a particular case.”) (quoting Jane C. Ginsburg et al.,
Trademark and Unfair Competition Law 419 (3d ed. 2001)); Beebe, supra, 94 Cal. L. Rev. at 1582-83 (“This
heuristic device [the likelihood of confusion test] is the fulcrum of American trademark law, and yet, for all
of its importance, the test is in a severe state of disrepair. Its current condition is Babelian. Each circuit has
developed its own formulation of the test. . . and nearly every factor or combination of factors has been
called the ‘most important’ by one court or another.”).

94. See Beebe, supra, at 1646. <

95. Id. at 1583. <

96. See Bartow, supra note 22, at 748. <

97. See, e.g., Car-Freshner Corp. v. Am. Covers, LLC, 980 F.3d 314, 326 (2d Cir. 2020) (“In a trademark
infringement case, we review de novo a ruling on whether the plaintiff has shown a likelihood of confusion
because we consider the issue to be a question of law.”). <

98. See, e.g., Champions Golf Club, Inc. v. The Champions Golf Club, Inc., 78 F.3d 1111, 1116, 38
U.S.P.Q.2d 1161 (6th Cir. 1996) (“We apply a clearly erroneous standard to the district court’s findings of
fact supporting the likelihood of confusion factors, but review de novo the legal question of whether those
foundational facts constitute a ‘likelihood of confusion.’”); 2 Gilson on Trademarks § 8.05 (explaining that
the Federal Circuit “reviews the Trademark Trial and Appeal Board’s ultimate conclusion on likelihood of
confusion de novo, categorizing it as a question of law”). <

99. See, e.g., Levi Strauss & Co. v. Blue Bell, Inc., 778 F.2d 1352, 1355 (9th Cir. 1985) (en banc); Equine
Techs., Inc. v. Equitechnology, Inc., 68 F.3d 542, 546, 36 U.S.P.Q.2d 1659 (1st Cir. 1995) (“The
determination as to whether a likelihood of confusion exists is a question of fact, which we review only for
clear error.”); Facenda v. N.F.L. Films, Inc., 542 F.3d 1007 (3d Cir. 2008) (deciding that “likelihood of
confusion is a question of fact”); Shakespeare Co. v. Silstar Corp., 110 F.3d 234, 241, 42 U.S.P.Q.2d 1266
(4th Cir. 1997); Sunbeam Prods. Inc. v. West Bend Co., 123 F.3d 246, 257, 44 U.S.P.Q.2d 1161 (5th Cir.
1997); Board of Regents of the Univ. of Wisconsin Sys. v. Phoenix Int’l Software, Inc., 653 F.3d 448, 452,
99 U.S.P.Q.2d 1571 (7th Cir. 2011); Heartsprings, Inc. v. Heartspring, Inc., 143 F.3d 550, 553 (10th Cir.
1998); Frehling Enters., Inc. v. Intl’ Select Grp., Inc., 192 F.3d 1330, 1335 (11th Cir. 1999). <

100. See, e.g., ConAgra, Inc. v. George A. Hormel & Co., 990 F.2d 368 (8th Cir. 1993) (“Notwithstanding
our statement in Life Technologies, every other Eighth Circuit case deciding the issue both before and after

Life Technologies states the likelihood of confusion is a factual question that we review for clear error.”).
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101. See Jack Daniel’s Properties, Inc. v. VIP Products LLC, No. 22-148 (June 8, 2023). <

102. See VIP Prods. LLC v. Jack Daniel’s Props., 953 F.3d 1170, 1172 (Sth Cir. 2020) (“[TThe district court
found in favor of JDPI and issued a permanent injunction enjoining VIP from manufacturing and selling the
Bad Spaniels toy.”). <

103. Id.

104. See, e.g., Kellogg Co. v. Toucan Golf, Inc., 337 F.23 616, 624 (6th Cir. 2003) (finding the mark
“Toucan Gold” for golf equipment not confusingly similar to Kellogg’s “Toucan Sam” for cereal largely
because “if the products are unrelated, confusion is highly unlikely”); id. at 620 (“TGI’s use of the word
mark ‘Toucan Gold’ does not create a likelihood of confusion among consumers, principally because TGI’s
use of its mark is in an industry far removed from that of Kellogg.”); Beebe, 94 Cal. L. Rev. at 1632 (stating
that “in all opinions, regardless of posture, in which the proximity [of the products or goods] factor was
found to disfavor a likelihood of confusion, the plaintiffs’ [likelihood of confusion] multifactor test win rate
was exceedingly low”).

105. See VIP Prods., LLC v. Jack Daniel’s Props., 291 F. Supp. 3d at 910. <

106. See Kellogg, 337 F.23 at 625 (“Kellogg’s presence in the golf industry was insignificant, and nothing
more than a marketing tool to further boost sales of its cereal”). <

107. See David A. Simon, The Confusion Trap: Rethinking Parody in Trademark Law, 88 Wash. L. Rev.
1021, 1033 (2013) (explaining that the infusion approach “accounts for First Amendment considerations by
altering the infringement analysis,” for example, on the similarity of the marks factor “a parody can
neutralize a factor that would otherwise weigh in favor of the plaintiff”). Courts have found marks more
similar to be distinct enough to avoid likely confusion, even where the products are far more similar. See,
e.g., Streetwise Maps, Inc. v. Vandam, Inc., 159 F.3d 739, 744 (2d Cir. 1998) (finding that the two marks
“Streetwise” and “StreetSmart,” both for use on street maps, were “not confusingly similar, given the
context in which a purchaser sees them”). <

108. See VIP Prods., LLC v. Jack Daniel’s Props., 291 F. Supp. 3d 891, 908 (D. Ariz. 2018) (“It is
undisputed that in designing and marketing ‘Bad Spaniels,” VIP’s intent was to copy the Jack Daniel’s
trademarks and trade dress for the purpose of parody. . . . Thus, the intent factor favors Jack Daniel’s.”). <
109. See Cliffs Notes, Inc., 886 F.2d at 494 (“A parody must convey two simultaneous—and contradictory—
messages: that it is the original, but also that it is not the original and is instead a parody. To the extent that it
does only the former but not the latter, it is not only a poor parody but also vulnerable under trademark law,

since the customer will be confused.”). =
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110. See Jordache Enterprises, Inc. v. Hogg Wyld, Ltd., 828 F.2d 1482, 1486 (10th Cir. 1987); see also
Louis Vuitton Malletier S.A. v. Haute Diggity Dog, LLC, 507 F.3d 252, 263 (4th Cir. 2007) (“Despite Haute
Diggity Dog’s obvious intent to profit from its use of parodies, this action does not amount to a bad faith
intent to create consumer confusion. To the contrary, the intent is to do just the opposite—to evoke a
humorous, satirical association that distinguishes the products.”). <

111. Louis Vuitton, 507 F.3d at 261 (citing Tommy Hilfiger Licensing, Inc. v. Nature Labs, LLC, 221 F.
Supp. 2d 410, 416 (S.D.N.Y. 2002)). =

112. See VIP Prods., LLC v. Jack Daniel’s Props., 291 F. Supp. 3d at 908. <

113. See Rogers, 875 F.2d at 1001 & n.8 (noting that “38 percent responded ‘yes’ to the question ‘Do you
think that the actress, Ginger Rogers, had anything to do with this film,’” but finding “that risk of
misunderstanding, not engendered by any overt claim in the title, is so outweighed by the interests in artistic
expression as to preclude application of the Lanham Act”). <

114. Cf. Streetwise, 159 F.3d at 746 (“due to the fact that the subject maps were rarely offered for sale at the
same place and were generally impulse purchases, any lack of sophistication among buyers could not
contribute to confusion between the two maps”). <

115. See Louis Vuitton, 507 F.3d at 262 (affirming a summary judgment that the “differences are sufficiently
obvious and the parody sufficiently blatant that a consumer encountering a ‘Chewy Vuiton’ dog toy would
not mistake its source or sponsorship on the basis of mark similarity”); Cliffs Notes, 886 F.2d at 495-96
(finding that the lower court erred as a matter of law in finding a strong enough likelihood of confusion to
outweigh the public interest in parodic free expression, “especially in a form of expression that must to some
extent resemble the original”). <

116. See VIP Prods., 953 F.3d at 1175-76 (“Because Bad Spaniels is an expressive work, the district court
erred in finding trademark infringement without first requiring JDPI to satisfy at least one of the two Rogers
prongs.”). <

117. Jack Daniel’s Properties, Inc. v. VIP Products LLC, No. 22-148, at *2 (June 8, 2023). <

118. Id. at *18. <

119. Id. at *10.
120. Id. at *18. <

121. See Jack Daniel’s at *15 n.2 (“That is not to say (far from it) that every infringement case involving a

It

source-identifying use requires full-scale litigation. Some of those uses will not present any plausible
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likelihood of confusion—because of dissimilarity in the marks or various contextual considerations. And if,
in a given case, a plaintiff fails to plausibly allege a likelihood of confusion, the district court should dismiss
the complaint under Federal Rule of Civil Procedure 12(b)(6).”). <

122. Id. at *9. (“The District Court found, based largely on survey evidence, that consumers were likely to
be confused about the source of the Bad Spaniels toy.”).

123. Indianapolis Colts, Inc. v. Metro Baltimore Football Club Ltd. Partnership, 34 F.3d 410, 416 (7th Cir.
1994); see also John P. Liefeld, How Surveys Overestimate the Likelihood of Consumer Confusion, 93
Trademark Rep. 939 (2003); Daryl Lim, Trademark Confusion Revealed: An Empirical Analysis, 71 Am. U.
L. Rev. 1285, 1313-14 (2002). <

124. Jack Daniel’s v. VIP, 599 U.S. _ (2023) (Sotomayor, J., concurring) (quoting some of the survey
answers in the case, such as: “I’m sure the dog toy company that made this toy had to get [Jack Daniel’s]
permission and legal rights to essentially copy the[ir] product in dog toy form.”). <

125. Id. =

126. Id. =

127. Id. <

128. Rogers v. Grimaldi, 875 F.2d 994, 996 (2d Cir. 1989). <

129. Id. at 996-97. <

130. Id. at 997. <

131. Id. at 996. <

132. Id. at 999. <

133. Id. (emphases added). <

134. Rogers, 875 F.2d at 1005 (Griesa, J., concurring). <

135. Id. at 1007. =

136. Cliffs Notes, Inc. v. Bantam Doubleday Dell Publishing Group, Inc., 886 F.2d 490, 494-95 (2d Cir.
1989). <

137. Id. at 495. <

138. Id. <
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139. See id. (“[TThe degree of risk of confusion between Spy Notes and Cliffs Notes does not outweigh the
well-established public interest in parody”). <

140. See id. at 496 (stating that “a Cliffs Notes book is not likely to be bought as an impulse purchase”). <
141. Twin Peaks Prods. v. Publ’ns Int’l, Ltd., 996 F.2d 1366, 1379 (2d Cir. 1993). <

142. Id. (emphasis added). <

143. Id. (emphasis added). <

144. See, e.g., Hermes Int’l v. Rothschild, 2022 U.S. Dist. LEXIS 89799, at *14-15 (S.D.N.Y. May 18,
2022) (Rakoff, J.) (explaining that “in considering explicit misleadingness under the Rogers balancing test,
the Court should consider the Polaroid factors to determine whether the likelihood of confusion is
sufficiently compelling to outweigh the public interest in free expression”) (citing Twin Peaks, 996 F.2d at
1379). <

145. Hermes Int’l v. Rothschild, 22-cv-384 (JSR), D.I. 140, *23 (S.D.N.Y. Feb. 02, 2023) (Rakoff, J.). <
146. See E.S.S. Entm’t 2000, Inc. v. Rock Star Videos, Inc., 547 F.3d 1095, 1099 (9th Cir. 2008). <

147. Seeid. at 1097. <

148. Seeid. <

149. See id. at 1101.
150. Id. <

151. Id. at 1100-01. <

152. See, e.g., Gordon v. Drape Creative, 909 F.3d 261, 270-71 (9th Cir. 2018). <

153. See Rogers, 875 F.2d at 1007 (Griesa, J., concurring). <

154. See Westchester Media v. PRL USA Holdings, Inc., 214 F.3d 658, 667-668 (5th Cir. 2000)

(“Westchester’s First Amendment interest in choosing a title for its magazine requires a particularly

It

compelling likelihood of confusion.”). <

155. See ETW Corp. v. Jireh Pub., Inc., 332 F.3d 915, 937 (6th Cir. 2003); Univ. of Ala. Bd. of Trs. v. New
Life Art, Inc., 683 F.3d 1266, 1278 (11th Cir. 2012). <

156. See, e.g., Facenda v. N.F.L. Films, Inc., 542 F.3d 1007, 1018 (3rd Cir. 2008) (“[T]he Lanham Act
customarily avoids violating the First Amendment, in part by enforcing a trademark only when consumers

are likely to be misled or confused by the alleged infringer’s use”); Anheuser-Busch, Inc. v. Balducci
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Publ’ns, 28 F.3d 769, 775-76 (8th Cir. 1994) (making clear that courts should consider the likelihood of
confusion prior to considering whether the First Amendment bars trademark protection); Eastland Music
Group, LLC v. Lionsgate Entm’t, Inc., 707 F.3d 869, 871 (7th Cir. 2013) (finding it “unnecessary to consider
possible constitutional defenses to trademark enforcement” in a case where the complaint had failed to
allege likelihood of confusion as to source, and “any such allegation would be too implausible to support
costly litigation”). <

157. See Radiance Found., Inc v. N.A.A.C.P., 786 F.3d 316, 321-22 (4th Cir. 2015) (“The Lanham Act and
First Amendment may be in tension at times, but they are not in conflict so long as the Act hews faithfully to
the purposes for which it was enacted.”). <

158. Id. at 324-25. <

159. Louis Vuitton Malletier S.A. v. Haute Diggity Dog, LLC, 507 F.3d 252, 258-263 (4th Cir. 2007). <
160. Id. at 260-261. <

161. Cardtoons, L.C. v. Major League Baseball Players Ass’n, 95 F.3d 959, 970 (10th Cir. 1996). <

162. Stouffer v. Nat’l Geographic Partners, LLC, 460 F. Supp. 3d 1133, 1143 (D. Colo. 2020). <

163. Jack Daniel’s Properties, Inc. v. VIP Products LLC, No. 22-148 , at *2 (June 8, 2023) (“[W]e do not
decide whether the threshold inquiry applied in the Court of Appeals is ever warranted. We hold only that it
is not appropriate when the accused infringer has used a trademark to designate the source of its own goods
—in other words, has used a trademark as a trademark.”). =

164. Id. at *14 (quoting Tommy Hilfiger Licensing, Inc. v. Nature Labs, LLC, 221 F. Supp. 2d 410, 414
(SDNY 2002)). <

165. Id. at *13 (citing S. Dogan & M. Lemley, Grounding Trademark Law Through Trademark Use, 92
Iowa L. Rev. 1669, 1684 (2007)). <

166. See Polymer Technology Corp. v. Mimran, 975 F.2d 58, 61 (2d Cir. 1992) (“As a general rule,
trademark law does not reach the sale of genuine goods bearing a true mark even though the sale is not
authorized by the mark owner. . . . Thus a distributor who resells trademarked goods without change is not
liable for trademark infringement.”); Sebastian Int’l v. Longs Drug Stores Corp., 53 F.3d 1073, 1074 (9th
Cir. 1995) (“The right of a producer to control distribution of its trademarked product does not extend
beyond the first sale of the product.”). <

167. See, e.g., Impression Products v. Lexmark Int’], Inc., 137 S. Ct. 1523, 1532 (2017) (“Because the

purpose of the patent law is fulfilled when the patentee has received his reward for the use of his invention,
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that law furnishes no basis for restraining the use and enjoyment of the thing sold.”). <

168. See id. (stating that “extending patent rights beyond the first sale would clog the channels of
commerce, with little benefit from the extra control that patentees retain”); Kirtsaeng v. John Wiley & Sons,
Inc., 568 U.S. 519, 539 (2013) (“A law that permits a copyright holder to control the resale or other
disposition of a chattel once sold is similarly against Trade and Traffic, and bargaining and contracting.”). <
169. Impression Products, 137 S. Ct. at 1531 (“This well-established exhaustion rule marks the point where
patent rights yield to the common law principle against restraints on alienation.”). <

170. See Davidoff & CIE, S.A. v. PLD Intern. Corp., 263 F.3d 1297, 1301 (11th Cir. 2001) (“Under what
has sometimes been called the “first sale’ or ‘exhaustion’ doctrine, the trademark protections of the Lanham
act are exhausted after the trademark owner’s first authorized sale . . . . This doctrine does not hold true,
however, when an alleged infringer sells trademarked goods that are materially different than those sold by
the trademark owner.”). <

171. See, e.g., Aro Mfg. Co. v. Convertible Top Replacement Co., 365 U.S. 336, 342 (1961) (noting that
“although there is no right to ‘rebuild’ a patented combination . . . replacement of that worn-out essential part
is permissible restoration of the machine to the original use for which it was bought™). <

172. Unlike in patent and trademark law, the first sale doctrine in copyright law has been codified. See 17
U.S.C. § 109. Section 109(a) of the copyright act provides that the owner of a copy has the right “to sell or
otherwise dispose of the possession of that copy,” and 109(c) provides that the owner of the copy may
“display that copy publicly . . . to viewers present at the place where the copy is located.” Id. at § 109(a),(c).
However, digital artwork displayed on the internet would be displayed to viewers who are not present at the
place where the copy is located, so buying a digital copy of artwork likely does not automatically grant
internet display rights via the first sale doctrine, such rights would instead need to be licensed via smart-
contract. <

173. Rogers v. HSN Direct Joint Venture, No. 97 CIV. 7710 (LLS), 1999 WL 728651 (S.D.N.Y. Sept. 17,
1999); see also Iberia Foods Corp. v. Romeo, 150 F.3d 298 (3d Cir. 1998) (“According to the ‘first sale’ or
‘exhaustion’ doctrine, a trademark owner's authorized initial sale of its product into the stream of commerce
extinguishes the trademark owner's rights to maintain control over who buys, sells, and uses the product in
its authorized form.”).

174. See Coty Inc. v. Cosmopolitan Cosms. Inc., 432 F.Supp.3d 345, 349 (S.D.N.Y. 2020). <

175. Id. at 350. <

176. Beltronics USA, Inc. v. Midwest Inventory Distrib., LLC, 562 F.3d 1067, 1072 (10th Cir. 2009). <
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177. Id. at 1072-73. <

178. Ledo Pizza Sys., Inc. v. Ledo Rest., Inc., No. CIV.A. DKC 06-3177, 2010 WL 1328538 at *8 (D. Md.
Mar. 29, 2010). <

179. Id. See also Enesco Corp. v. Price/Costco, 146 F.3d 1083, 1084-85 (9th Cir. 1998). <

180. See Bluetooth SIG Inc. v. FCA US LLC, 30 F.4th 870, (9th Cir. 2022) (stating that “the first sale

39y

doctrine is ‘generally focused on the likelihood of confusion among consumers’”) (quoting Au-Tomotive
Gold Inc. v. Volkswagen of Am., Inc., 603 F.3d 1133, 1136 (9th Cir. 2010)). <

181. See McCarthy on Trademarks and Unfair Competition § 25:35.50 (explaining that “use of an
ingredient trademark is proper so long as consumers are not confused or deceived into thinking that the
maker of the ingredient is responsible for the nature or quality of the finished product”). <

182. See id. at § 25:41 (“Some courts have stated the general rule in terms that a trademark owner who sells
products, knowing that they will be resold before reaching the consumer, is held to give an implied consent
to use the mark by each dealer in the chain of distribution.”) (citing Chanel, Inc. v. Casa Flora Co., 159
U.S.P.Q. 189 (1968)); id. (“The exhaustion doctrine means that a court will reject as inadmissible survey
responses of customers who mistakenly believe that an independent and unauthorized dealer is ‘affiliated’
with a manufacturer solely because that dealer sells brand name goods on-line.”) (citing Mary Kay, Inc. v.
Weber, 601 F. Supp. 2d 839 (N.D. Tex. 2009)). <

183. See Mark A. Lemley & Mark P. McKenna, Irrelevant Confusion, 62 Stan. L. Rev. 413, 415 (2010)
(“We think trademark law needs to refocus on confusion that is actually relevant to purchasing decisions.”).
184. It is worth noting that on the sophistication of the relevant consumers factor, the fact that a product is
cheaper generally weighs in favor of confusion, the rationale being that consumers will use more care and
thus are less likely to be confused when they are spending more money. See, e.g., Oreck Corp. v. U.S. Floor
Sys., Inc., 803 F.2d 166, 173-74 (5th Cir. 1986). On the other hand, in at least one case, the fact that cheap
products (NYC street maps) were generally bought as “impulse purchases” was used to find that this factor
did not weigh in favor of confusion. Streetwise, 159 F.3d at 746. Given the indeterminacy and malleability of
this factor, it seems that it rarely weighs very heavily in the ultimate balancing of the factors. <

185. See Part I(A), supra. <

186. Jack Daniel’s v. VIP, 599 U.S. _ (2023) (Sotomayor, J., concurring) (“Courts should also be attentive to
ways in which surveys may artificially prompt such confusion about the law . . . .”).

187. Jack Daniel’s v. VIP, 599 U.S. _ (2023) (Sotomayor, J., concurring) (“Survey answers may reflect a

mistaken belief among some survey respondents that all parodies require permission from the owner of the
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parodied mark.”). <

188. Id. (“Like any other evidence, surveys should be understood as merely one piece of the multifaceted
likelihood of confusion analysis.”). =

189. See, e.g., KSR Int’1 Co. v. Teleflex Inc., 550 U.S. 398, 427 (2007) (“The ultimate judgment of
obviousness is a legal determination.”); Google LLC v. Oracle Am., Inc., 141 S. Ct. 1183, 1199 (2021)
(stating that “the ultimate question whether those facts showed a ‘fair use’ is a legal question for judges to
decide de novo”). <

190. See Google, 141 S. Ct. at 1200. <

191. See, e.g., Two Pesos, Inc. v. Taco Cabana, Inc., 505 U.S. 763, 768 (1992) (noting that “following the
classic formulation set out by Judge Friendly, [trademarks] may be (1) generic; (2) descriptive; (3)
suggestive; (4) arbitrary; or (5) fanciful”) (citing Abercrombie & Fitch Co. v. Hunting World, Inc., 537 F.2d
4,9 (2d Cir. 1976)); Guthrie Healthcare Sys. v. ContextMedia, Inc., 826 F.3d 27, 37-38 (2d Cir. 2016)
(“[W]e have recognized that the assessment of some of the Polaroid [likelihood of confusion] factors may
involve issues of law. This is particularly so for determinations as to whether the senior user’s mark is
sufficiently fanciful or arbitrary in relation to the senior user’s area of commerce to be deemed a strong
mark, or in contrast, merely identifies or describes the senior user’s commerce so as to be unenforceable or
weak....”). e

192. Google, 141 S. Ct. at 1200. <

193. Ronald J. Allen & Michael S. Pardo, The Myth of the Law-Fact Distinction, 97 Northwestern U. L.
Rev. 1769, 1770 (2003) (“By discarding the false notion that ‘law’ and ‘fact’ are fundamentally different, the
haziness surrounding the distinction evaporates, and it becomes clear that functional considerations underlie
the decision to label any given issue as ‘legal’ or ‘factual.””). <

194. Stacey Dogan & Mark Lemley, Grounding Trademark Law Through Trademark Use, 92 Iowa L. Rev.
1693 (2007) (stating that “the likelihood-of-confusion test is, at base circular”).

195. See Parts I(B-C), supra. <

196. Cf. Pierre Schlag, The De-Differentiation Problem, 41 Cont. Phil. Rev. 35, at n.13-14 and
accompanying text (2009) (“This then is reciprocal determination: The law shapes the social and the social
shapes the law.”).

197. See, e.g., Hermes Int’l v. Mason Rothschild, Memorandum of Law in Support of Defendant Mason
Rothschild’s Motion to Dismiss the Complaint, No. 22-cv-00384-AJN-GWG, D.I. 17 at *7 (S.D.N.Y. Feb. 9,

2022) (“If the rule required extensive factfinding before upholding artistic freedom, then a trademark owner
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would be able to deter speech by the threat of a lawsuit, even an unsuccessful one.”) (citing William
McGeveran, The Imaginary Trademark Parody Crisis (and the Real One), 90 Wash L. Rev. 713 (2015), as
“describing the prohibitive costs of going through litigation on likelihood of confusion, even when the
defendant is likely to prevail”). <

198. See Jack Daniel’s at *15 n.2 (“That is not to say (far from it) that every infringement case involving a
source-identifying use requires full-scale litigation. Some of those uses will not present any plausible
likelihood of confusion—because of dissimilarity in the marks or various contextual considerations. And if,
in a given case, a plaintiff fails to plausibly allege a likelihood of confusion, the district court should dismiss
the complaint under Federal rule of Civil Procedure 12(b)(6).”). <

199. Id. at *13 (quoting S. Dogan & M. Lemley, Grounding Trademark Law Through Trademark Use, 92
Iowa L. Rev. 1669, 1684 (2007)). <

200. Dogan & Lemley, supra note 194, at 1674. <

201. Jack Daniel’s Properties, Inc. v. VIP Products LL.C, No. 22-148, at *11 (June 8, 2023) (citing Mattel,
Inc. v. MCA Records, Inc., 296 F.3d 894, 901 (9th Cir. 2002)). <

202. See https://en.wikipedia.org/wiki/Barbie (film). <

203. Jack Daniel’s Properties, Inc. v. VIP Products LLC, No. 22-148, at *11 (June 8, 2023) (citing Mattel,
Inc. v. MCA Records, Inc., 296 F.3d 894, 901 (9th Cir. 2002)). <

204. Jack Daniel’s at *12, 14 (citing Louis Vuitton Mallatier S. A. v. Warner Bros. Entertainment Inc., 868
F. Supp. 2d 172 (SDNY 2012)). <

205. Cf. Dogan & Lemley, 92 Towa L. Rev. at 1683 (explaining that the primary value of the doctrine of

trademark use “is to insulate certain categories of behavior from trademark liability™). <

206. See Part I1I(D), infra. <

207. Hermes Int’l v. Rothschild, 2023 U.S. Dist. LEXIS 17669, *13 (S.D.N.Y. Feb. 2, 2023) (“Rothschild’s
use of Hermes’ marks did not function primarily as a source identifier that would mislead consumers into
thinking that Hermes originated or otherwise endorsed the MetaBirkins collection, but rather as part of an
artistically expressive project.”). <

208. Jack Daniel’s at *14. <

209. See Hermes v. Rothschild, No. 1:22-cv-00384-JSR, D.I. 191 at 8 (S.D.N.Y. June 23, 2023) (“Whether
the Rogers test even properly applies to a case like this one has now been cast in doubt by the

aforementioned recent decision of the U.S. Supreme Court in Jack Daniel’s Properties.”). <
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210. Jack Daniel’s at *13 (“The point is that whatever you make of Rogers—and again, we take no position
on that issue—it has always been a cabined doctrine.”). <

211. See, e.g., Cliffs Notes, 886 F.2d at n.3 (“[T]he Polaroid [likelihood of confusion] test is at best
awkward in the context of parody, which must evoke the original and constitutes artistic expression.”). <
212. Cf. Elsmere Music, Inc. v. National Broadcasting Co., 623 F.2d 252, 253 (2d Cir. 1080) (stating that “in
today’s world of often unrelieved solemnity, copyright law should be hospitable to the humor of parody . .
.”); Russell Jacoby, A Climate of Fear: The free speech skeptics abandon Salmon Rushdie, Harper’s
Magazine 55 (March 2023). <

213. See Part II(B), supra. <

214. See David L. Shapiro, In Defense of Judicial Candor, 100 Harv. L. Rev. 731 (1987); Guido Calabresi,
A Common Law for the Age of Statutes 178-81 (1982) (advocating for a “choice for candor”). =

215. See Part I1(B), supra. <

216. Jack Daniel’s Props., Inc., v. VIP Prods. LLC, No. 22-148, Oral Argument Transcript at 68:25-70:23
(Mar. 22, 2023) (Justice Gorsuch: “I’'m not sure where ‘explicitly’ comes from as opposed to ‘implicitly
misleading.””). <

217. Jack Daniel’s v. VIP, 599 U.S. _ (2023) (Gorsuch, J., concurring). <

218. See Rogers, 875 F.2d at 998 (”Because overextension of Lanham Act restrictions in the area of titles
might intrude on First Amendment values, we must contrue the Act narrowly to avoid such a conflict.”). <
219. See Nat’l Fed’n of Indep. Bus. v. Sebelius, 567 U.S. 519, 563 (2012) (explaining that constitutional
avoidance is appropriate where the saving construction is at least “fairly possible” or “reasonable”). On the
other hand, it is perhaps also worth noting that even Justice Scalia appeared to recognize that when it comes
to the Lanham Act, the text alone will only get you so far. See Dastar Corp. v. Twentieth Century Fox Film
Corp., 539 U.S. 23, 32-33 (2003) (Scalia J.) (considering the “history and purpose of the Lanham Act” in
interpreting Section 43(a)). The Supreme Court sometimes appears to look beyond the statutory text itself in
other areas of intellectual property as well. See, e.g., Alice Corp. Pty. Ltd. v. CLS Bank Int’l, 134 S. Ct. 2347,
2354 (2014) (explaining that the Court has long held that the Patent Act’s section 101 contains an “implicit
exception: Laws of nature, natural phenomena, and abstract ideas are not patentable”); Google LLC v.
Oracle Am., Inc., 141 S. Ct. 1183, 1196-97 (2021) (explaining that 17 U.S.C. 107, the statutory provision
that embodies copyright’s “fair use” doctrine “indicates, rather than dictates, how courts should apply it,”
and that the provision sets forth “general principals, the application of which requires judicial balancing,

depending upon relevant circumstances”). <
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220. See 15 U.S.C.s. 1114, 1125. <

221. Cf. White v. Samsung Elecs. Am., Inc., 989 F.2d 1512, 1520 (9th Cir. 1993) (Kozinski, J., dissenting
from denial of rehearing en banc) (“In our pop culture, where salesmanship must be entertaining and
entertainment must sell, the line between the commercial and the noncommercial has not merely blurred; it
has disappeared.”). <

222. See Twin Peaks, Ltd., 996 F.2d at 1379. <

223. See Berlin v. E.C. Publications, Inc., 329 F.2d 541, 545 (2d Cir. 1964) (stating that “parody and satire
are deserving of substantial freedom—both as entertainment and as a form of social and literary criticism”);
Groucho Marx Prod., Inc. v. Day and Night Co., 689 F.2d 317, 319 n.2 (2d Cir. 1982) (recognizing “the
broad scope permitted parody in First Amendment law”). <

224. See Cliffs Notes, Inc., 886 F.2d at 494. <

225. The case for copyright infringement should be similarly weaker against a truly transformative or
parodic NFT, as the case for fair use would be stronger. See, e.g., Mattel Inc. v. Walking Mt. Prods., 353 F.3d
792, 800 (9th Cir. 2003) (explaining that “parodic works, like other works that comment and criticize, are by
their nature often sufficiently transformative to fit clearly under the fair use exception” to copyright
infringement). The fact that truly creative parodic or transformative works help protect a defendant in both
trademark and copyright is unsurprising given that both doctrines operate to prevent intellectual property law
from trampling on First Amendment interests. See id. at 801 (stating that “because parody is a form of social
and literary criticism, it has socially significant value as free speech under the First Amendment”). =

226. See Part I1I(B), supra. <

227. See Part I(C), supra. However, this may have been harmless error because in light of Jack Daniel’s,
Rogers probably should not have applied in that case. See Hermes v. Rothschild, No. 1:22-cv-00384-JSR,
D.I. 191 at 8 (S.D.N.Y. June 23, 2023). On the other hand, the Second Circuit is one of the few circuits that
purportedly treats the likelihood of confusion inquiry as ultimately one of law (correctly so, in this article’s
view), so even without Rogers, the court arguably still should not have punted the confusion question to the
jury. =

228. See Part I1(C), supra. <

229. See, e.g., Davidoff, 263 F.3d at 1301. <

230. See Hermes v. Rothschild, No. 1:22-cv-00384-JSR, Memorandum of Law in Support of Defendant
Mason Rothschild’s Motion for Summary Judgment, D.I. 62, at *18-19 (S.D.N.Y. Oct. 7, 2022) (“Despite

Hermes’ attempts to characterize the MetaBirkins artworks as ‘digital knockoffs,” there is no such thing as a
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‘digital knockoff’ of a physical handbag. The MetaBirkins artworks are not handbags—nor are they any

more ‘proximate’ to handbags than a painted image of a pipe is to a pipe.”). =

231. See Part I(A), supra.

It

232. See Part I(C), supra.

It

233. See McKenna, supra note 35, at *37; id. at *4 (“[S]trip away the NFTs from the StockX case, and it’s a
first sale case . . . . Nike suggests that the minting and sale of NFTs in relation to the Nike shoes creates a

new and different question.”). <
234. Id. at *41. <

235. Id. at *42. Professor McKenna also argues more broadly against applying trademarks to digital goods
including NFTs, because generally such digital goods “give no information about the nature or
characteristics of the goods as such,” and “are pure representations.” Id. at *9. But, as discussed, with NFTs,
an established brand can potentially give important information as to the clout and thus value of the NFTSs,
so trademarks on NFTs at least arguably serve the purposes of trademark law, preventing both consumer
confusion and free riding. In any event, the application of trademark law to intangible products is fairly well
established, as Professor McKenna recognizes. See id. (“To be sure, a number of developments in trademark
law over the last several decades have pushed in the direction of abstract protection.”). Professor McKenna
also argues that the Supreme Court’s decision in Dastar Corp. v. Twentieth Century Fox Film Corp., 539
U.S. 23 (2003), held that trademarks must be connected to physical goods, id. at *28, but this interpretation
of Dastar has generally been rejected by the lower courts. See, e.g., Hermes Int’l v. Rothschild, D.I. 61, No.
1:22-cv-00348, at 14-16 (S.D.N.Y. Jan. 14, 2022) (stating that “neither Dastar nor its progeny require that a
defendant’s goods be tangible for Lanham Act liability to attach . . . the vast majority of courts agree with
the Court that the Lanham Act extends to trademark claims against intangible, as well as tangible, goods™);
Yuga Labs, Inc. v. Ripps, 2023 WL 3316738 (C.D. Cal. Apr. 2, 2023) (adopting the same reasoning).
Accordingly, this article takes the fact that trademark law will apply to NFTs as largely settled, and makes

recommendations on less settled issues as to how the law should apply in this context. <

236. See McKenna, supra note 35, at *4. <
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