
WHY BLOCKCHAIN AND FINTECH

Blockchain has gained a lot of interest as a platform for the 
development of financial apps and services because of the 
transparency and trust built into it. The fintech sector, which 
includes everything from online lending to applying blockchain 
to capital markets is booming worldwide. Fintech is dominating 
the startup scene. With the disruption that startups are causing 
banks are finally taking a serious look and progressively seeking 
opportunities to collaborate with startups. This means that 
startups can work with large corporations, especially in finance, 
earlier than ever before.

Low cost

Cost reduction is perhaps the most substantial benefit of 
Blockchain in commerce. In today’s world, business transactions 
move through a complicated list of participants such as vendors, 
credit card networks, banks, and payment processors. By 
removing the unnecessary middlemen, Blockchain allows for 
inexpensive, rapid and reliable peer-to-peer transactions.

Transparency

Blockchain’s transparency makes it one of the most attractive 
features, which is guaranteed by the distributed ledger system. 
By having a public ledger, it is possible to trace information back 
to its origin as well as having the bits of information recorded. 
Blockchain guarantees trust and transparency with these 
features. Confidence is an essential ingredient between the 
buyer and seller.

1 http://www.worldbank.org/en/programs/globalfindex/overview
2 https://www.forbes.com/sites/nikolaikuznetsov/2017/07/24/how-emerging-markets-and-blockchain-can-bring-an-end-to-poverty/#fdbd8014a0c7 

Speed

With numerous stakeholders, e-commerce transactions can 
be unnecessarily complicated. The various parties delay the 
process by series of bureaucratic steps, creating additional 
friction. By its decentralized methodology, the processing 
disentangles into a simpler interaction between buyer and 
merchant. Free of the need for central authorization, the money 
can travel almost instantly and without resistance.

Security

Blockchain’s commerce security derives from its immutable 
nature and decentralized structure. By simply removing the 
ability to alter data it inherently prevents fraudulent transactions.

Accessibility

In the latest Global Findex report1, there are 2 billion adults that 
still do not have formal access to banking. Although these are 
mostly poor people, 37% of the world’s population is still an 
astonishing number of unbanked people. However, because of 
its digital nature, blockchain is easy to incorporate2.

Blockchain most likely won’t end poverty, but its digital solutions 
are simple, easy and affordable to implement and this gives it a 
lot of potential in permitting people of all segments of society to 
partake in the global economy.
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BLOCKCHAIN

Banks, traders, exchanges and regulators are involved in many 
pilot projects and have launched multiple industry consortia to 
study blockchain’s use. While the internet is a world-changing 
medium for information exchange, blockchain is “the first native 
digital medium for peer-to-peer value exchange. Its protocol 
establishes the rules — in the form of globally distributed 
computations and heavy duty encryption — that ensure the 
integrity of the data traded among billions of devices without 
going through a trusted third party. Trust is hard-coded into the 
platform. [Blockchain] acts as a ledger of accounts, a database, 
a notary, a sentry and clearinghouse, all by consensus.3  

• A billion dollars in venture capital has flowed to more than 
120 blockchain-related startups, with half that amount 
invested in the last 12 months.4  

• Nasdaq is piloting a blockchain-powered private market 
exchange.5  

• Microsoft has launched cloud-based blockchain-as-a-
service.6  

• IBM has made nearly 44,000 lines of code available to the 
Linux Foundation’s open-source Hyperledger Project to help 
developers easily build securely distributed ledgers that can 
be used to exchange almost anything of value.7 

• Blockchain concepts, prototypes, and investments are 
emerging in every major industry.

FINTECH

Fintech stands for financial technology, and in its broadest 
definition, that’s exactly what it is: technologies used and 
applied in the financial services sector, chiefly used by financial 
institutions themselves on the back end of their businesses.8  
It allows businesses and ordinary people to leverage new 
technologies for the management of their financial affairs far 
beyond Bitcoin or Ethereum. Levels of financial technology 
(Fintech) adoption among consumers has surged globally 
over the past 18 months and is poised to be embraced by the 
mainstream, according to the latest EY FinTech Adoption Index. 
An average of 33% of digitally active consumers across the 20 
markets in the EY study now use Fintech.9

The term fintech encompasses various products and 
technologies, much of the recent press is almost solely 
concentrated on one digital currency, bitcoin. We believe that 
focusing exclusively on bitcoin ignores the complex nature 

3 This definition is from “How the Tech Behind Bitcoin Will Change Your Life,” Time, 6 May 2016, © 2016 Time Inc., by business technology guru Don 
Tapscott and his son Alex, a blockchain expert. They also coauthored the book, Blockchain Revolution: How the Technology Behind Bitcoin Is Changing 
Money, Business, and the World.
4 Sources: CoinDesk, “Bitcoin Venture Capital,” www.coindesk.com/bitcoin-venture-capital/, and Deloitte analysis.
5 Laura Shin, “Nasdaq selects Bitcoin startup chain to run pilot in private market arm,” Forbes, June 24, 2015, www.forbes.com/sites/laurash-
in/2015/06/24/nasdaq-selects-bitcoin-startup-chain-to-run-pilot-in-private-market-arm/
6 http://www.zdnet.com/article/microsofts-next-step-for-blockchain-as-a-service-making-it-more-usable-by-businesses/
7 https://letstalkpayments.com/3-companies-leading-the-blockchain-as-a-service-baas-revolution/
8 https://www.forbes.com/sites/bernardmarr/2017/02/10/a-complete-beginners-guide-to-fintech-in-2017/#184c4fa83340
9 http://www.ey.com/gl/en/newsroom/news-releases/news-ey-fintech-services-poised-for-mainstream-adoption-on-a-global-scale
10 http://www.pwc.com/gx/en/industries/financial-services/fs-technology.html
11 http://www.ey.com/gl/en/newsroom/news-releases/news-ey-fintech-services-poised-for-mainstream-adoption-on-a-global-scale
12 https://hbr.org/2017/01/the-truth-about-blockchain 

of fintech, including its many applications that are currently 
revolutionizing the financial services industry from the ground 
up. Fintech is the new business model…you must embrace it or 
become irrelevant.10 

ADOPTION OF FINTECH

The EY Fintech Adoption Index evaluates services offered by 
fintech organizations under five broad categories – money 
transfers and payments services; financial planning; savings and 
investments; borrowing; and insurance. It reveals that money 
transfers and payments services are continuing to lead the 
fintech charge with adoption standing at 50% in 2017, based on 
the consumers that were surveyed.11

50% Money Transfer and 
Payments

24% Insurance

20% Savings & 
Investments

10% Borrowing

FINTECH

10% Financial Planning

Source: EY Fintech Adoption Index 2017 Key Findings

WHERE IS THIS GOING

Blockchain—a peer-to-peer network that sits on top of the 
internet—was introduced in October 2008 as part of a proposal 
for bitcoin, a virtual currency system that eschewed a central 
authority for issuing currency, transferring ownership, and 
confirming transactions. Bitcoin is the first application of 
blockchain technology. A team of volunteers around the world 
maintains the core software. Just like e-mail, bitcoin first caught 
on with an enthusiastic but relatively small community.12



Fintech adoption rates across EY 20 markets
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JP Morgan is working with the Royal Bank of Canada (RBC) as 
well as Australia and New Zealand Banking Group Limited (ANZ) 
to develop and test a new use case for blockchain technology. 
The Interbank Information Network (IIN) will increase the speed 
and security of payments. To better understand the ramifications 
of the IIN and how it works with JP Morgan’s permission 
version of Ethereum, Quorum.13 With big financial players and 
exchanges embracing blockchain technology we are making 
large steps forward. 

Blockchain technology has become a major focus for 
commercial, industrial, and public sector interests. Governments 
across the world are preparing legislation for token offerings and 
cryptocurrencies ensuring regulation and oversight. 

$8.4bn Global 
Investment in 
Fintech across 

293 deals
Q2'17

 Fintech innovation remains a 
race – and there are no clear 
winners yet. Incumbents have 
a great opportunity to drive 
value from fintech given their 
customer relationships, capital 
resources and established 
reputations. While most 
organizations don’t see 
themselves as leaders in this 
space, there are many 
success stories from leading 
institutions shared throughout 
the report.

13 https://www.ethnews.com/ethnews-exclusive-jp-morgans-umar-farooq-on-the-interbank-information-network 
14 https://home.kpmg.com/xx/en/home/insights/2017/10/forging-the-future-with-fintech-fs.html
15 Beyond Fintech: How the successes and failures of new entrants are reshaping the Financial System. Part of the future of financial services series, 
prepared in collaboration with Deloitte August 2017 p.14
16 Beyond Fintech: How the successes and failures of new entrants are reshaping the Financial System. Part of the future of financial services series, 
prepared in collaboration with Deloitte August 2017 p.21

At the rate the industry is evolving, financial products and 
services – and the technological infrastructure behind them – will 
look remarkably different in a decade. Financial institutions that 
take the time to define their fintech strategy and align it with their 
future vision and business goals, will be best positioned to forge 
the future of financial services.14 

The World Economic Forum has identified eight forces that have 
the potential to shift the competitive landscape and the financial 
ecosystem.

• Cost Commoditization: Financial institutions will accelerate 
the commoditization of their cost bases, removing them 
as points of competition and creating new grounds for 
differentiation. 

• Profit Redistribution: Technology and new partnerships 
will enable organizations to bypass traditional value chains, 
thereby redistributing profit pools. 

• Platforms Rising: Platforms that offer the ability to engage 
with different financial institutions from a single channel will 
become the dominant model for the delivery of financial 
services. 

• Systemically Important Techs: Financial institutions 
increasingly resemble, and are dependent on, large tech 
firms to acquire critical infrastructure and differentiating 
technologies. 

• Experience Ownership: Power will transfer to the owner of 
the customer interface; pure manufacturers must therefore 
become hyper-scaled or hyper-focused.

• Data Monetization: Data will become increasingly important 
for differentiation, but static data sets will be enriched by 
flows of data from multiple sources combined and used in 
real time.

• Financial Regionalization: Diverging regulatory priorities 
and customer needs will lead financial services in different 
regions of the world down distinct paths. 

• Bionic Workforce: As the ability of machines to replicate 
the behaviors of humans continues to evolve, financial 
institutions will need to manage labor and capital as a single 
set of capabilities.15 

As fintechs and banks seek partners to optimize their value 
chain, large tech firms start hosting significant distribution 
platforms. Financial institutions of all sizes are increasingly 
dependent on large techs’ cloud‐based infrastructure to scale 
and deploy processes and to harness artificial intelligence (AI) as 
a service.

Example: Amazon Web Services (AWS) is forming the backbone 
of the financial services ecosystem, with a diverse set of firms – 
from JP Morgan to start-ups such as Xignite – adopting AWS for 
data storage and processing.16

Market infrastructure providers are disrupting themselves to 
preserve a pivotal role in future processes and unlock new 
revenue streams. 
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The Depository Trust & Clearing Corporation (DTCC) is using 
blockchain technology to rebuild its platform responsible for 
processing $11 trillion worth of credit default swaps. The new 
platform will aim to align processing including execution and 
risk management along the trade life-cycle, to make usage and 
reconciliation of multiple databases obsolete.17 

In June 2017 Thomson Reuters launched BlockOneIQ, a “smart 
oracle” that provides users with cryptographic proof of the source 
of external securities pricing data – a prerequisite for many 
“smart contract” use cases of blockchain in financial services. 
The product is one in a suite of potential opportunities currently 
being explored to provide enabling services for those use 
cases.18 

CONCLUSION

The fintech and blockchain industry is much broader than 
just Bitcoin, Ethereum or the other coins, and it consists of a 

17 DTCC Partners With IBM, Startups For Blockchain-Based Credit Default Swaps Solution”. Forbes. Retrieved from https://www.forbes.com/sites/laura-
shin/2017/01/09/dtcc-selects-partners-for-blockchain-solution-for-credit-default-swaps/#28c877395061
18 Thomson Reuters Releases BlockOne IQ into Blockchain Developer Community”. Thomson Reuters. Retrieved from https://www.thomsonreuters.com/
en/press-releases/2017/june/thomson-reuters-releases-blockone-iq-into-blockchain-eveloper-community.html

multitude of disruptive and efficient technologies. As the financial 
services industry continues to recover from the crisis and keeps 
trying to keep ahead of the multitude of start-ups and innovative 
technology as well as an extended low rate environment, we 
believe the fintech industry is poised to continue to disrupt the 
financial sector as well as any other company that manages a 
large amount of transaction data.

Technology companies, which have dealt with the growth 
spurts caused by the internet revolution and who provide the 
infrastructure are best positioned to play a strong role due to 
their current global access and integration of clients. They will 
provide the backbone to the expanding blockchain community 
and play a strong and active role in further development and 
global investment.   

The blockchain, fintech and Internet of things development and 
applications have only just begun to reveal their promise.

Disclaimer: This document is for information and illustrative purposes only. It is not, and should not be regarded as investment advice or as a 
recommendation regarding any particular security or course of action. In the event any of the assumptions used herein do not prove to be true, results are 
likely to vary substantially. All investments entail risks. There is no guarantee that investment strategies will achieve the desired results under all market 
conditions and each investor should evaluate its ability to invest for a long-term especially during periods of a market downturn. No representation is being 
made that any account, product, or strategy will or is likely to achieve profits, losses, or results similar to those discussed, if any.
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