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Etienne Brunet - ebrunet@magisteradvisors.com 
 Analyst at Magister Advisors (London, UK)
 MSc Stockholm School of Economics (SE) & Saint Gallen (CH)

Jeremy Millar - jmillar@magisteradvisors.com 
 Partner at Magister Advisors (London, UK)

 Mentor at Barclays/TechStars FinTech Accelerator 

 Angel Investor: Origin, Ravelin, EngageSciences

 Previously
 Goldman Sachs—Advised on >$25B of transactions

 Oracle—Senior roles building Oracle’s Java business from 1998–2005

 Bitcoin and Blockchain markets have fundamentally 
diverged over the past 12 months

 Bitcoin governance (as a ‘standard’), compliance and 
regulation is maturing quickly. Lack of clear ‘Bitcoin 
native’ use cases in developed markets giving way to 
consumer finance apps with ‘Bitcoin inside’ combined 
with a surge of developing economy applications

 We estimate over $1bn will be spent by large financial 
institutions on Blockchain over the next 24 months

 $474m of venture funding covered

 Equivalent to 51% of global funding in Bitcoin/Blockchain

 33 companies ( 21 EU, 10 US and 2 from RoW)

 12 Blockchain companies

 21 Bitcoin companies including 6 Exchanges, 
2 Miners, 4 Wallets, 5 Payments and 4 Others

 Large Financial Institutions, Hedge Funds and Investment 
Banks were also part of the survey 

Bitcoin Blockchain

Executive Summary

Companies Surveyed
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ALMOST $1BN OF TOTAL INVESTMENT
OVER THE PAST 36 MONTHS

Source: CoinDesk, Pitchbook, VentureSource, VentureScanner, Crunchbase
Note: Data as of December 1, 2015

Total: $916m

2015 has marked a transition to investors backing leaders rather than experiments, 
with the top 10 companies raising more than 80% of the total funding this year

$653m

$158m

$104m

North 
America

# Investments 3 4 7 12 11 16 11 22 13 10 6

≥$10m - - - 1 2 2 1 2 2 4 1

Europe
# Investments 0 0 1 1 3 2 7 2 6 4 6

≥$10m - - - 1 - 1 1 2 1 1 1 

RoW
# Investments 0 1 2 4 11 4 6 6 5 2 3

≥$10m - - - - 1 1 - - - - 1



$177m
$187m

Financial Institution Participation
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FINANCIAL INSTITUTIONS
HIGHLY ACTIVE INVESTORS

Jul 2014: Fortress invested in 
Xapo’s $40m financing round

Jan 2015: NYSE & BBVA invested in 
Coinbase’s $75m financing round

Apr 2015: GS invested in Circle’s 
$50m financing round

Sep 2015: Visa, Nasdaq & Citi 
invested in Chain’s $30m round

FIs are even more represented in large rounds

Source: CoinDesk, Pitchbook, VentureSource, VentureScanner, Crunchbase
Note: Data as of December 1, 2015

$321m

$595m

May 2015: CME invested in 
Ripple’s $28m Series A round

Sep 2015: AmEx invested in Abra’s
$12m financing round

FIs have participated in $321m worth of financing rounds in 18 Bitcoin/Blockchain companies
and have invested in more than half of all $25m+ financing rounds 

All financing rounds $25m+ financing rounds

No Financial Institution Participation



Latest Round Feb-2015 Jan-2015 Apr-2015 Jul-2015 Sep-2015 Jun-2014 Oct-2015 May-2014 May-2015 Oct-2014 Jan-2015

Funding Round Series C Series C Series C Series C Series C Series A1 Series A Series A Series A Series A Series B

Investors  A16Z
 Khosla Ventures
 Pantera Capital
 Peter Thiel
 Qualcomm
 RRE Ventures
 Data Collective
 Winklevoss 
 Yuan Capital

 A16Z
 BBVA Ventures
 Blockchain Cap.
 DFJ Growth
 Digital Currency
 Docomo Capital
 IDG Ventures
 NTT DoCoMo
 Ribbit Capital
 SV Angel
 NYSE
 Union Square
 Valor Capital
 Y Combinator

 Accel Partners
 Blockchain Cap.
 Breyer Capital
 Digital Currency
 General Catalyst
 Goldman Sachs
 IDG Capital
 Oak Investment
 Pantera Capital

 Binary Financial
 Blockchain Cap.
 DRW Trading
 Georgian Co-

Investment
 iTech Capital
 Jonathan Teo
 Lars Rasmussen
 QueensBridge
 William Tai
 ZAD Investment

 500 Startups
 Capital One 
 Citi Ventures
 Digital Currency 
 Fiserv
 Homebrew
 Khosla Ventures
 NASDAQ OMX
 Orange
 Pantera Capital
 RRE Ventures
 SV Angel
 Thrive Capital
 Visa

 AME Cloud
 Benchmark
 Blockchain Cap.
 DST
 Emergence
 Fortress
 Greylock 
 Index Ventures
 Jerry Yang
 Ribbit Capital
 Slow Ventures
 Winklevoss

 AME Cloud
 A16Z
 Celtic Media
 Core Innovation
 Digital Currency
 Founders Fund
 Google Ventures
 IDG Capital
 Lightspeed
 Pantera Capital
 RRE Ventures
 Santander
 Wicklow Capital

 A-Grade
 AME Cloud
 Digital Currency
 Felicis Ventures
 Founders Fund
 Heisenberg
 Horizons
 Index Ventures
 Richard Branson
 RRE Ventures
 SeedInvest
 TTV Capital

 Blockchain 
Capital

 Canaan
 Gaurav Burman
 James Pallotta
 Jay W. Jordan II
 Jim Pallotta
 Liberty City
 RRE Ventures
 Solon Mack 

Capital

 Amit Jhawar
 Future Perfect 

Ventures
 Lightspeed
 Mosaic Ventures
 Nat Brown
 Prudence
 Richard Branson
 Wicklow Capital

 Accel Partners
 Creandum
 GP Bullhound
 Martin Wattin

LARGEST VC-BACKED COMPANIES
BITCOIN/BLOCKCHAIN 

5Source: CoinDesk, Pitchbook, VentureSource, VentureScanner, Crunchbase
Note: Data as of December 01, 2015

Interviewed by Magister

$116m
$107m

$76m

$60m

$44m $40m $38m
$33m $32m $31m $29m

$52m

$75m

$50m

$20m
$30m

$20m

$4m

$30m $25m $31m

$15m

Total Funding Latest Round Size

2/3rds of total Bitcoin/Blockchain investment has been raised by the top 11 companies



EU BITCOIN/BLOCKCHAIN COMPANIES
WITH $10M+ OF FUNDING
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$60m

$31m $29m

$10m $10m
$20m

$31m

$15m
$10m $10m

Total Funding Latest Round Size

Latest Round Jul-2015 Oct-2014 Jan-2015 May-2015 Dec-2013

Funding Round Series C Series A Series B Early Stage VC Series A

Investors  Binary Financial
 Blockchain Cap.
 DRW Trading
 Georgian Co-Investment
 iTech Capital
 Jonathan Teo
 Lars Rasmussen
 QueensBridge
 William Tai
 ZAD Investment

 Amit Jhawar
 Future Perfect Ventures
 Lightspeed
 Mosaic Ventures
 Nat Brown
 Prudence
 Richard Branson
 Wicklow Capital

 Accel Partners
 Creandum
 GP Bullhound
 Martin Wattin

 Northzone
 White Star Capital

 Pantera Capital Management

Interviewed by Magister

Only 5 Bitcoin/Blockchain companies in Europe have raised at least $10m

Source: CoinDesk, Pitchbook, VentureSource, VentureScanner, Crunchbase
Note: Data as of December 01, 2015



BITCOIN AND BLOCKCHAIN HAVE DIVERGED 
OVER THE PAST 12-18 MONTHS
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 The leading digital currency

 Numerous consumer/SME and 
financial service payment 
applications, particularly in 
developing economies

 A favourite for speculators given its 
volatility and liquidity, with high-
frequency trading and hedge fund 
participation

 Distributed ledger with cryptographic 
integrity 

 Potential replacement for middleware 
networks and clearing houses in 
financial transactions where 3rd party 
verification is required

 Applications extend to other 
networks where veracity is critical to 
performance

BlockchainBitcoin

While Bitcoin is established as the leading digital currency, 
banks are more focused on applications of the underlying Blockchain technology



WHAT IS DRIVING BITCOIN EVOLUTION
AND WHAT IS NEXT?
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Rapidly maturing governance, regulation and compliance

Improving ‘on/off ramps’ between Bitcoin and local banking networks 
(a potentially ‘hidden’ value of regional exchanges)

Next-Gen Consumer finance apps leveraging Bitcoin 
as an alternative payment rail, but not branded Bitcoin

Bitcoin wallet leaders are well-funded, and some have started to become 
‘Bitcoin banks’, raising barriers to entry

Accelerating adoption in developing economies, particularly those with 
frequent cross-currency payment requirements and weak financial institutions 

Institutional-like usage as instrument for speculation, 
given backdrop of low yields and volatility

 Failures and consolidation 
where economies of scale and 
network effects drive 
economics, notably exchanges 
and mining

 In established Bitcoin markets, 
the full service model has 
gained significant traction and 
scale

 In the developing economies, 
local market considerations are 
significant

 Consumer services with ‘Bitcoin 
inside’, but the crypto-currency 
aspects to be largely invisible

 Continued growth both as a 
store value and transactions 

1

2

3

4

5

6



WHAT IS DRIVING BLOCKCHAIN EVOLUTION
AND WHAT IS NEXT?
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Broad recognition of potential transformational impact for financial institutions, with 
benefits estimated in the tens of billions annually in infrastructure savings alone

Large financial institutions typically already have identified portfolios of 
10-20 potential Blockchain projects to evaluate

Blockchain technology providers have adopted a collaborative approach to working 
with financial institutions, who in turn are frequently major investors

The market has already split between broad platform or ‘fabric’ vendors
and domain-specific application providers

The largest technology providers we spoke with tended to have 20-30 client projects 
underway, often involving multiple counter-parties collaborating on projects

The market is largely at the POC phase, proving that Blockchain-based implementations 
can replicate or complement existing infrastructure

 2016 marks a ‘race to 
production’ as innovators seek 
to push beyond the prototype 
stage. This is particularly 
important for the vendors 
looking to establish market 
position

 We estimate that over $1bn will 
be spent by large financial 
institutions on Blockchain 
projects over the next 24 
months

 Even within the collaborative 
approach, we see a certain 
degree of ‘co-opetition’ 
between the vendors and 
financial institutions vying for 
technology leadership

1

2

3

4

5
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I. BITCOIN LANDSCAPE
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Created by Satoshi Nakamoto in 2008, Bitcoin is a decentralised cryptocurrency based 
on Blockchain technology. Bitcoin provides lower transaction costs, cryptographic 
security and cross-currency portability

Transaction: Transactions in Bitcoin are made by sending an encrypted message signed 
by a key which is private to the user. This transaction can be verified by others in the 
network by using a public key

Blockchain: The public ledger refers to a long list of blocks known as Blockchain. 
Whenever a new block of transactions is created, it is added to the Blockchain, creating 
an increasingly lengthy list of all the transactions that ever took place on the Bitcoin 
network

Mining: Bitcoin mining is a decentralized computational process where miners use their 
computing power to calculate cryptographic hash functions in order to verify and record 
payments into a public ledger

Proof of Work: Miners can create a hash to update the Blockchain after each 
transaction. Creating a hash, however, requires solving a cryptographic function. This 
process is called proof of work

Reward: Proof of work requires significant computational power. To provide incentives 
to the miners, they are rewarded with Bitcoin every time they create a hash to update 
the Blockchain. Today, miners receive 25 Bitcoins per hash and transactions fees

Security: Blockchain serves to confirm to the rest of the network what transactions have 
already taken place. Bitcoin nodes use the Blockchain to distinguish legitimate Bitcoin 
transactions from attempts to re-spend coins that have already been spent elsewhere

BITCOIN TECHNOLOGY OVERVIEW
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Key Concepts Cryptographic Integrity

No wonder Bitcoin has captured the imagination. It combines a number of complex theoretical constructs from computer science and economics, into a 
globally distributed system that has already scaled to millions of transactions a day globally, operating in near real-time

Source: Bitcoin original white paper by Satoshi Nakamoto

100% Veracity

Hash Hash

Hash

Owner 0’s
Public Key

Transaction

Hash

Owner 1’s
Public Key

Transaction

Hash

Owner 2’s
Public Key

Transaction

Cryptographic Signature

Owner 1’s
Public Key

Owner 2’s
Public Key

Owner 3’s
Public Key

Transaction Hashing

ItemItem … ItemItem …

Block Block

Owner 1’s
Private Key

Owner 2’s
Private Key

Owner 3’s
Private Key
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Nov 2015: 
Barbados Central Bank 
considers holding Bitcoin 
in foreign reserves

Oct 2013: 
Baidu begins 
accepting Bitcoin

Mar 2013: 
Bitcoin market cap 
reaches $1B

Mar 2013: 
FinCEN issues 
guidance on 
virtual currencies

BITCOIN: A HISTORY OF VOLATILITY
THOUGH RELATIVELY STABLE IN ’15 TILL LATE

12Source Blockchain.info as of December 1, 2015

Significant Bitcoin price volatility in 2013 and 2014 hindered general Bitcoin adoption;
However, the price stability since the beginning of 2015 is now helping to support adoption

May 2013: 
Mt. Gox funds 
seized by 
Homeland Security

Oct 2013: 
FBI shuts down 
online black 
market Silk Road

Mar 2014: 
Bitcoin 
Foundation’s Vice 
Chairman charged 
in Silk Road case

Dec 2013: China's 
Central Bank bans 
banks’ Bitcoin 
transactions 

Sep 2014: 
PayPal starts 
accepting Bitcoins

Dec 2014: 
NY financial regulator 
proposes lighter rules 
for new Bitcoin 
companies

Nov 2015: 
Bitcoin surges as Chinese 
flock to Russian 
fraudster’s site

Sep 2015: 
Bitcoin price rallies 
amid financial 
uncertainty in China 
and Greece

Aug 2015: 
Barclays to become the 
first UK high street bank 
to start accepting Bitcoin

Sep 2015: 
Samsung announces 
plans to use Bitcoin tech 
for new apps

Oct 2015: 
European Court of 
Justice rules that Bitcoin 
exchange is tax-free



BITCOIN: 6TH LARGEST RESERVE CURRENCY 
BY 2030?

13
Source: International Monetary Fund, Currency Composition of Official Foreign Exchange Reserves (COFER), Blockchain.info
Note: Data as of December 2, 2015 
Note: (1) Total Allocated Foreign Exchange Reserves at Q2 2015 was 4,249,907 USD

# Currency
Total FX Reserves 

$B (COFER)
% Reserves

1 4,250 65.8%

2 1,367 21.2%

3 313 4.8%

4 255 4.0%

T-5 128 2.0%

T-5 128 2.0%

6 20 0.3%

- 5 n.m.

$0bn

$4bn

$8bn

$12bn

$16bn

Jan-13 Jun-13 Nov-13 Apr-14 Sep-14 Feb-15 Jul-15

Bitcoin Market Capitalisation
(1)

‘Adding Bitcoin to the reserve portfolio of the central bank would 

not significantly increase volatility, but could provide opportunities 

to offset exchange rate depreciations against major currencies such 

as the Pound and the Euro. In addition, the appreciation in the 

value of the Bitcoin portfolio (in US dollars) would have also 

generated a significant return for the Bank.’ 

– Central Bank of Barbados Working Paper, Nov 2015

Becoming the 6th largest currency globally is well in sight, given the sharp drop-off outside the top 5
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BEYOND PRICE
A FEW STATISTICS

14
Source: Blockhain.info, Press Release
(1): 30 Day Moving Average, Data as of 1 Dec 2015
The Volume, Value data and Off Blockchain transaction data are obtained from Magister Advisors survey

10%

90%90%

10%

Emerging Markets Developed Markets

Volume Value

According to our survey, ~90% of total Bitcoin transactions by volume are used for commercial purposes 
(frequently in developing and emerging markets) while 90% of Bitcoin value is retained for speculation, 

often by HNW and ‘near-institutional’ purposes
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The number of days to turn total Bitcoins outstanding has been constantly decreasing 
since Jun 2014, implying an increase in liquidity and confidence

Liquidity Actual vs. Reported Bitcoin Transaction

According to our survey c. 90% of transactions by volume are for commercial purposes, 
whereas 90% of Bitcoin value is held for speculation

k

50k

100k

150k

200k

Dec-13 Jun-14 Dec-14 Jun-15 Dec-15

Total No. of On-Chain Bitcoin 
Transactions

(1)

3-5x more
Off-chain transactions

270%
Growth of on-chain transactions 

between Dec-13 and Dec-15

But under-reported by 

Transaction volume reported on public sources such as Blockchain.info are misleading because they 
fail to take off-chain transactions by wallets and custodian into account



SECURITY & TRUST HAVE CREATED ANXIETIES
THAT LEADERS ARE ADDRESSING 
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Proceeds of Crime Bitcoin GovernanceDeposit Security

Bitcoin has held a negative reputation particularly in regards to crime and fraud, 
but over the past 12-24 months leaders have moved quickly to address concerns.

Source Company, Press



BITCOIN REGULATION 
IS DEVELOPING RAPIDLY

16Source Press, Company

The most surprising aspect to note is the speed and pragmatism 
with which regulators are taking action towards Bitcoin

Oct-2015Jun-2015Mar-2015



BITCOIN ECOSYSTEM
COVERED IN THIS SURVEY
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Mining
 Mining – i.e. compute farm which maintain the cryptographic integrity of the network - is evolving into a 

‘natural monopoly’ due to economies of scale and increasing capital intensity with the top five players 
collectively commanding c. 78% of market share

Exchanges
 There are many regional players but only a few market leaders crossing only a few currencies
 Unlike elsewhere in the Bitcoin ecosystem, exchanges have seen an early wave of M&A activity

Wallets
 Wallets are evolving into banks, crossing their own currency pairs and making off-chain transactions 
 Development of full-service models including forex, custody, payments and brokerage
 Offer SaaS platforms/SDKs providing APIs for others to build consumer applications

Payment & Remittance
 Few clear commercial use cases are visible in the developed world beyond speculation
 The last mile is the key challenge in developing and emerging markets
 Next-gen consumer services are leveraging ‘Bitcoin inside’ as a payment rail

Financial Products
 Financial products have emerged in the Bitcoin ecosystem ranging from ETFs and saving accounts to 

derivatives
 With a lack of mass public adoption, Bitcoin-related financial products are still in their infancy



Jan-13 Jul-13 Jan-14 Jul-14 Jan-15 Jul-15

Miners Revenue (in $m)

Computational Difficulty

ECONOMIES OF SCALE & CAPITAL INTENSITY
LEAD TO NATURAL MONOPOLY

18

23% 

21% 

15% 12% 

7% 

22% 

Increase in computational difficulty 
and reduction in rewards…

…creating barriers to entry and 
market concentration

Others
(1)(1)

(1)

(1)
(1)

Note: 1: Source Blockchain.info as of November 3, 2015
2: Miner’s revenue is the revenue earners for mining a block (in USD) 
3: Computational Difficulty refers to difficulty in mining a block

(2)

(3)

…require increasing capital costs / 
complexity and lowering Opex

CPU minters

GPU miners

ASIC miners

Capital Intensity

O
p

e
x

Mining capacity has increased, driving up 
computational difficulty while rewards are 

falling

To maintain margin, the leading miners 
have evolved from simple computer to 

custom ASIC systems

The leading five miners are generating 78% 
of the revenue

Started as a hobby for tech enthusiasts, Bitcoin mining has moved to enterprise-grade data centres with specialized 
ASICs and $100m+ facilities; today the market is fragmented with only a handful of leaders including 2 European 

companies (KnCMiner and BitFury)



55%31%

9%

5%

BITCOIN EXCHANGES HAVE BECOME 
AN OLIGOPOLISTIC MARKET 

19

… But Few Winners At Scale…Many Regional Players….

31%

24%
13%

8%

7%

4% 13.0% 

Segmented By 
Bitcoin Exchange 
Firms(1)

Other

Segmented By 
Bitcoin Exchange 
Currency(1)

… Crossing Only a Few Currencies

Source: Bitcoinx’s website, Press release, Company, Magister analysis 
Note: (1) Bitcoincharts, (2) Chinese Yuan Currency

USD

CNY

USD

USD

USD

EUR

(2)

Other

Depth of liquidity rewards scale but local bank partnership critical; 
M&A consolidation a natural consequence



Announced Acquirer Country Target Country

Sep-15

Aug-15

Jun-15 Coinverse

Apr-15

Apr-15

Jan-15

Jul-14

Mar-14

Dec-13

EARLY EXCHANGE CONSOLIDATION
ALREADY OCCURING

20Source: 451Research, Pitchbook, Press Release

Given the potential economies of scale we expect consolidation to continue or even accelerate in 2016



$107m

$40m
$31m

$14m

WALLET LEADERS HEAVILY FUNDED
CREATING HIGH BARRIERS TO ENTRY

21Source PitchBook as of December 02, 2015

Latest Round Jan-2015 Jun-2014 Oct-2014 Sep-2014

Funding Round Series C Series A1 Series A Series A

Investors  A16Z
 BBVA Ventures
 Blockchain Capital
 DFJ Growth
 Digital Currency Group
 Docomo Capital
 IDG Ventures
 NTT DoCoMo
 Ribbit Capital
 SV Angel
 NYSE
 Union Square
 Valor Capital
 Y Combinator

 AME Cloud
 Benchmark
 Blockchain Capital
 BitFury Group
 DST
 Emergence Capital
 Fortress
 Greylock 
 Index Ventures
 Jerry Yang
 Ribbit Capital
 Slow Ventures
 Winklevoss Capital

 Amit Jhawar
 Future Perfect Ventures
 Lightspeed
 Mosaic Ventures
 Nat Brown
 Prudence
 Richard Branson
 Wicklow Capital

 Redpoint Ventures
 Bridgescale Partners
 BitFury Group
 A-Grade Investments
 Blockchain Capital
 Founders Fund
 Inventures Group
 Liberty City Ventures
 Radar Partners

21% of total VC funding is invested in the top 4 Bitcoin wallets



WALLETS ARE EVOLVING INTO BANKS…
COINBASE DEVELOPMENT SINCE 2012

22Source: Company

2012 2013 2014 2015

Since its inception in 2012, Coinbase has expanded its offering from a Bitcoin wallet to a full-featured 
Bitcoin bank. This exemplifies the trend of wallet providers evolving to gain additional market share 

Jan 2012: Coinbase 
launches Bitcoin wallet

Jan 2013: Coinbase
launches a new version of 
its API enabling users to 
buy, send, and accept 
Bitcoin

May 2013: Coinbase 
launches subscription 
payments

Jun 2014: Coinbase 
launches new mobile site

Jul 2014: Coinbase Vault 
goes live to all customers

Aug 2014: Coinbase
announces that it holds 
insurance against theft or 
loss of its Bitcoins

Jan 2015:
Coinbase launches the 
first regulated Bitcoin 
exchange in the US

Jun 2015:
Coinbase launches 
Instant Exchange, a 
feature that allows users 
to send or receive Bitcoin 
payments while 
eliminating exposure to 
Bitcoin exchange rate 
fluctuations

Jul 2015:
Coinbase launches 
market orders on 
Coinbase Exchange

Nov 2015:
Coinbase launches 
first US-issued 
Bitcoin debit card, 
the Shift Card

Dec 2012: Launch of 
Coinbase payment button 
to accept Bitcoin on any 
website by copying and 
pasting a few lines of 
code



... AND SAAS PLATFORMS
BLOCKCHAIN IS A PRIME EXAMPLE

23Source: Company

In contrast, Blockchain has been pursuing a strategy of providing software and data to the ecosystem 

API

Payment Processing

Blockchain Wallet API

Bitcoin-Qt Compatible 
JSON RPC

Create Wallets

Blockchain Data API

Simple 
Query API

WebSocket

Exchange 
Rates

Charts and 
Statistics

‘Our API solution may be our most valuable piece of technology. 

Developers can build on the top of it and have access to all of our 

data including wallet information, data on transactions & blocks, 

and market information.’ 

– Nicolas Cary, Co-Founder of Blockchain Snapshot of API Users



PAYMENT USE CASES VARY SIGNIFICANTLY
BY GEOGRAPHY AND APPLICATION

24Source Press, Company

 The remittance market could benefit substantially from Bitcoin given the high fees on 
international money transfers and the oligopoly of incumbents with limited competition 
and accessibility (due to the limited number of locations and opening hours of branches)

Remittance

 Tight capital control policies are a hurdle for traditional cross-border payments
 Bitcoin technology can replace correspondent banks in the cross-border process by 

providing cheaper transactions for merchant clients

Cross-Currency Payment

 Circle uses Bitcoin technology to offer digital money transfers to consumers, thereby 
competing against Venmo, Google Wallet, and Apple; users do not know they are 
exchanging through Bitcoin, but nonetheless enjoy Bitcoin benefits

Consumer Products

 Traditional cards were not designed to support online micropayments. Bitcoin offers a 
flexible solution without borders 

 Ability to charge for services rather than content would be broadly useful

Micropayments

Emerging Markets

Developed Markets

The Bitcoin payment landscape is rapidly evolving and is use case dependent 



FINANCIAL PRODUCTS
ARE STARTING TO EMERGE

25

Bitcoin ETFs

May-2015

Bitcoin Savings Accounts

Jun-2015

Bitcoin Derivatives

Sep-2015

Source Press, Company

Bitcoin financial products have started to emerge, but the sector is still in its infancy

Bitcoin Hedge Funds

Sep-2014



II. BLOCKCHAIN LANDSCAPE
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BLOCKCHAIN FOR FINANCIAL INSTITUTIONS
DIFFERENCES VS. EXISTING ARCHITECTURES 

27

 Architecture: Distributed ledger with 
cryptographic integrity 

 Settlement Process: Consensus
 Speed: Near real-time to minutes
 Transaction Cost: Similar to internal 

databases
 Benefits: Enables third-party 

transaction to be as simple and 
efficient as internal transactions

 Issues: Tech maturity, integration with 
existing systems/workflows 

Blockchain

Blockchain/distributed ledgers provide the potential efficiency of a central database and the robustness 
of a third-party clearing house for complex/distributed transactions without costly middleware

 Architecture: Secure inter-party 
messaging/queue-based middleware

 Settlement Process: Independent (but 
enabled by messaging)

 Speed: Up to 3–5 days 
 Transaction Cost: External provider + 

settlement costs
 Benefits: Secure transaction between 

external parties, standardized data 
formats

 Limitations: Data errors slow 
transactions, flexibility 

Middleware/Messaging

 Architecture: Centralized internal 
database (e.g. IBM, Oracle)

 Settlement Process: Internal
 Speed: Real-time
 Transaction Cost: Internal IT
 Benefits: Speed, cost and (relative) 

simplicity
 Limitations: Committing transactions 

with third parties/across network

Internal Transaction Systems

Credit Debit Debit Credit

Clearing Houses

 Architecture: Third party agent-in-
possession 

 Settlement Process: Via clearing 
house

 Speed: Days (transaction dependent)
 Transaction Cost: Third-party service
 Benefits: Reduced settlement risk/ 

DVP 
 Limitations: Complex and 

cumbersome, expensive 

Send 
Shares

Clearing House

Receive 
Money

Send 
Money

Receive 
Shares

Stock Transaction



BLOCKCHAIN ‘FLAVOURS’

28

Currently, financial institutions are experimenting with all flavours of Blockchain. Winners can come 
from any category, and winning will rely on successful deployment and ROI over the next 12–24 months

 Mining-based Proof-of-Work 
consensus model enables a 
global, permissionless 
currency network

 Extensibility through e.g. side 
chains

 Can be layered, e.g. Lightning 
payment contracts

? Speed and weight for financial 
institutions

? Permissioning where trust is 
already established between 
counterparties

 Focus on specific 
applications

 Integration into existing 
systems / processes key 
priority

 Significant domain-specific 
logic and workflow 

? Interoperability and cross-
chain integration will require 
additional protocols 

 Significant groundswell 
support/enthusiasm for e.g. 
Ethereum

 Open source is a proven 
model, e.g. Linux, Hadoop

 Ambitious projects to date

? Funding and ability to deliver 
enterprise-class solutions

? Potential for conflicts, scope 
creep in projects

 General purpose Blockchain 
platforms, akin to e.g. 
relational databases for 
building enterprise 
applications

? Vendor-specific 
implementations will vary

? Interoperability and cross-
chain integration will require 
additional protocols 

Bitcoin Blockchain Private PlatformDomain-Specific
Open Source
(Non-Bitcoin)

Proof-of-work consensus and 
permissionless model enables Bitcoin to 

function without established trust 
relationships between counterparties. 
However, this overhead is not required 
for most applications between financial 
institutions where trust levels are well 

understood

Domain-specific approaches, focusing 
on specific business processes such as 

forex or settlement, benefit from focus 
and delivery of complete solutions that 

can be readily adopted

General purpose platforms provide 
flexibility and allow institutions to 

tailor their applications to their 
individual requirements, unrestricted 

from assumptions on business 
processes

The Ethereum smart contract platform 
in particular has garnered interest from 
both IT vendors, such as Microsoft, and 

financial institutions. However, the 
project is hugely ambitious and funding 

has been in question



BLOCKCHAIN APPLICATIONS 
ALREADY IN DEVELOPMENT WITH FIS
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Dealer/
Trader/

Borrower Deliver Collateral 
(e.g. Securities, Agreement..)

Receive Cash/Loan Amount

Confirm Segregated 
Collateral Position

Loan Syndicated Strips Secondary Transaction Redemption

Fedwire
Nostro 
Debit & FX

Fee

Swift

Transfer Cash

Claim Verification/Assessment

Auto/Manual Claim Adjudication

Follow-ups/Chasers For Missing Information/Documents

Case Management/Assignments

Reserve Calculation

Claim Payment Processing

Recurring Payment Processing 

1

2

3

4

5

6

7

Collateral 
Manager

Investor/
Buyer/
Lender

 Within a trusted network of counterparties, replace the collateral manager with a 
distributed ledger, thereby removing the bottleneck and simplifying the transaction

 Ownership can be tracked, retained, and monitored by the Blockchain
 Significant reduction in loan administration and improved accuracy

 Remove middleware network and replace with a distributed ledger application 
 Leverage Blockchain to ensure process compliance, reduce fraud, and streamline 

document management

Successful Blockchain initiatives depend on the business process and application as much as, if not more 
than, the underlying technology. These involve multi-party exchanges of value where currently a third-

party agent or system is required to ensure transaction robustness

Repurchase Agreement Debt Distribution 

International Payment Insurance Processing 
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‘[Blockchain has] the potential to facilitate 
the fast, efficient, and secure transfer of 
ownership of assets – including bonds, 
shares, and other instruments – [and to 
help] maintain records securely and 
efficiently. In other words, it's all about 
making processes simpler and life easier.’

‒ Harriett Baldwin
Economic Secretary to HM Treasury

Oct-15 

‘In lots of areas, it looks like the Blockchain 
will work and it is easy to see how it could 
revolutionise finance […] The speed of 
execution is so much faster for securities 
settlement. [And] you can see how it could 
reduce the capital, that banks have to hold, 
against each trade.’ 

‒ Rhomaios Ram
Head of Product Management

Deutsche Bank Global Transaction Banking
Financial Times, Nov-2015 

‘This technology has the potential to open 
the door to revolutionary possibilities. Any 
financial asset that currently requires a 
trusted third party to provide verification 
could, theoretically, be disrupted.’

‒ Understanding the Evolving 
Cryptocurrency Market

PwC, Aug-15

‘Our analysis suggests that distributed ledger technology could reduce banks’ infrastructure costs attributable to cross-border payments, 
securities trading, and regulatory compliance by between $15-20 billion per annum by 2022.’

‒ The Fintech 2.0 Paper: Rebooting Financial Services

POTENTIAL IMPACT OF MOVING TRANSACTIONS
TO THE BLOCKCHAIN



2016 BEGINS THE RACE TO PRODUCTION
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According to our survey, large financial institutions have typically already identified 10 – 20 (or more) 
potential Blockchain applications and are in prototype stages with multiples projects 

Oct-2015 Oct-2015

In Sep 2015, UBS became one of the 
first banks to join the R3 

consortium; at the same time, UBS 
is experimenting with using 

Blockchain for various applications, 
such as issuing bonds and settling 

trades

Barclays has been one of the most 
active financial institutions in the 

Bitcoin/Blockchain ecosystem 
supporting Fintech startups via its 

incubator, joining the R3 
consortium, and experimenting 
with various Blockchain projects

Santander is one of the most active 
institutions within the Bitcoin/ 

Blockchain ecosystem, investing in 
Ripple and creating a 

Bitcoin/Blockchain lab working on 
20–25 projects

In Nov 2015, 5 additional 
investment banks signed up with 

the R3 consortium. The total 
number of participants has now 

increased to 30 banks

Nov-2015Sep-2015



REACHING $1BN IN BLOCKCHAIN SPEND BY ’17
IS NOT A STRETCH FOR LARGE FIS
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100 Top Global Financial 
Institutions

c. $1B of Total Investment in 
Blockchain Project By FIs

Average of 10 Projects
Per Financial Institution

Average of $1m of Investment 
Per Project

Blockchain has evolved from zero to the cusp of being a multi billion dollar market in less than 24 months

Source Company, Press



EARLY LEADERS 
HAVE SIGNIFICANT MOMENTUM
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At this stage of market development, there is scope for multiple winners.
The early leaders have momentum and emerging clear value propositions

 Launched: September 2015
 FTE: c. 20
 Total Funding: n/a
 Investors: n/a
 Clients/Partners: 30+ banks including:

 Nov 23, 2015: ING bank joins R3
 Nov 19, 2015: Five more banks join R3
 Oct 28, 2015: Three banks join R3 

Blockchain consortium taking total to 
25

 Sep 29, 2015: An additional 13 banks 
joined R3 consortium including Citi 
and RBC

 Sep 15, 2015: 9 banks, including 
Goldman Sachs and Barclays have 
joined forces R3

Developer of Blockchain/distributed ledger 
applications for the financial services 
industry

 Sep 10, 2015: Chain raises $30m from 
Visa, Nasdaq, Citi, Capital One, Fiserv 
and Orange

 Jun 24, 2015: Nasdaq selects Chain to 
run pilot in private market arm

 Jun 19, 2015: Gyft partners with Chain 
for Blockchain-powered gift cards

 Founded: 2013
 FTE: c. 15
 Total Funding: $44m 

(Series C, $30m, Sep 2015)
 Investors: Capital One, Citi, DCG, Fiserv, 

Khosla, NASDAQ, Pantera, RRE, Visa
 Clients/Partners:

Provider of software used by businesses to 
design, deploy and operate private 
Blockchain networks

Source Company, Press

 Nov 9-13, 2015: Help to set up 5 days 
event about the Ethereum
Foundation in London

 Oct 28, 2015: Microsoft partners with 
ConsenSys to offer blockchain 
technology to financial institutions

 Oct 13, 2015: ConsenSys announces 
that it has been in long term talk with 
Deloitte and Microsoft

Developer of decentralized applications and 
end-user tools for blockchain ecosystems on 
Ethereum

 Launched: 2014
 FTE: 60
 Total Funding: Internal funding
 Investors: n/a
 Clients/Partners: 

 Oct 21, 2015: Santander to become 
'Ripple evangelist’

 Oct 6, 2015: Ripple receives $4m from 
Santander arm and inks partnership 
with Accenture

 Aug 5, 2015: Ripple is named a 2015 
World Economic Forum Technology 
Pioneer

 May 19, 2015: Ripple closes $28m in 
funding 

Provider of a cross-currency payment and 
settlement services using a distributed 
financial technology called consensus

 Founded: 2012
 FTE: c. 120
 Total Funding: $38m (Series A, May/Oct 

2015)
 Investors: Core Innovation, Lightspeed, 

Pantera, RRE, Santander and DCG
 Clients/Partners:



FEW EU BLOCKCHAIN COMPANIES
BEGINNING TO GAIN MOMENTUM WITH FIs
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Although the European Blockchain ecosystem is still nascent relative to the US,
a few companies are gaining momentum

Sep-2015

Developer of a hybrid Blockchain 
platform that provides 

interoperability between private 
and public chains

Sep-2015

Provider of a free software platform 
that allows anyone to build their 

own data infrastructure using 
Blockchain and smart contract 

technology

Nov-2015

Provider of Blockchain-powered 
SaaS that delivers instant 

settlement and delivery versus 
payment for financial trades

Oct-2015

Developer of a multi-asset, multi-
currency institutional payment and 
settlement infrastructure based on 

Blockchain technology

Source Company, Press



BROAD APPLICATIONS 
WHERE VERACITY IS IMPORTANT
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Blockchain technology has many applications outside the financial industry,
though these use cases are less publicized

IBM has developed a proof-of-concept that 
uses Blockchain technology to build a 

decentralized IoT

Guardtime’s Blockchain-based data integrity 
solutions can be applied to the telco, defense, 

digital advertising, and public sectors

Honduras is using Blockchain technology to 
build a land title registry, which will help to 

reduce land title fraud

Honduras

Source Company, Press



III. COMPANIES SURVEYED
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Company Description

LU

 Description: Online Bitcoin marketplace for selling and 
buying Bitcoins

 Total Funding: $10m (Pantera Capital)

 Founded: 2011 / Headquarters: Luxembourg / FTE: c. 27

UK / US

 Description: Provider of Bitcoin wallets, block explorers, and 
APIs

 Total Funding: $30m (Lightspeed VC, Wicklow, Mosaic)

 Founded: 2011 / Headquarters: LDN, UK/NYC, US / FTE: c.40

UK

 Description: Provider of Bitcoin cloud mining services and a 
Bitcoin exchange platform

 Founded: 2013 / Headquarters: London, UK  / FTE: 20

Chainalyis
US

 Description: Provider of a compliance solution for the 
Blockchain, enabling monitoring of connections between 
entities and identification of malicious actors / activity

 Founded: 2014 / Headquarters: New York, US / FTE: 8

US

 Description: Provider of an app for sending and receiving 
money free of charge, with Bitcoin acting as an intermediate 
currency

 Total Funding: $76m (Accel, General Catalyst, Goldman 
Sachs, IDG Capital Partners, Oak Investment, Pantera)

 Founded: 2013 / Headquarters: Boston, US / FTE: c. 80

US

 Description: Provider of a Bitcoin transaction platform, 
comprising an exchange, wallet, and API for developers

 Total Funding: $106m (A16Z,, BBVA, DFJ Growth, IDG, NYSE, 
Ribbit Capital, Union Square Ventures, USAA)

 Founded: 2012 / Headquarters: SF, CA / FTE: 100

BITCOIN COMPANIES SURVEYED
SHORT PROFILES (1/2)
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Company Description

US

 Description: Provider of a P2P money transfer platform; 
globally accessible through the Bitcoin Blockchain network 
enabling fast and secure transactions with no transfer fees

 Total Funding: $14m (Amex VC, First Round, RRE VC)

 Founded: 2014 / Headquarters: SF, US / FTE: c. 20

PO

 Description: Provider of an exchange platform for buying 
and selling Bitcoins and Dashcoins

 Total Funding: No external funding 

 Founded: 2012 / Headquarters: Łódź, Poland / FTE: c. 20

Bitex.la 
AR / NL

 Description: Largest Latin American Bitcoin exchange with 
25%+ market share 

 Total Funding: No external funding

 Founded: 2013 / Headquarters: Argentina / NL / FTE: c. 5

US / NL

 Description: Provider of ASICs to consumers for Bitcoin 
mining (i.e. performing cryptographic hashes to process 
transactions on the Bitcoin Blockchain network)

 Total Funding: $60m (Georgian Co-Inv. Fund, Blockchain, 
Binary Fin., iTech Capital, DRW Trading, QueensBridge)

 Founded: 2012 / Headquarters: US / NL / FTE: 70+

NL

 Description: Largest Bitcoin trading platform in the 
Netherlands and Belgium, representing more than half of 
the market or equivalent to $30m+ of transactions annually 

 Founded: 2012 / Headquarters: Utrecht, NL / FTE: c. 11

HK & AU

 Description: Provider of an enabling platform that uses 
mobile virtual SIM cards to secure mobile money, Bitcoin, 
and Blockchain asset transactions 

 Founded: 2014 / Headquarters: HK & Australia / FTE: c. 12

For further information  or enquiries regarding introductions please contact Jeremy Millar (jmillar@magisteradvisors.com) or Etienne Brunet (ebrunet@magisteradvisors.com)   
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Company Description

SE

 Description: Operator of a Bitcoin trading portal that 
enables users to buy, sell, and store Bitcoins; also enables 
users to make donations and send money in Bitcoins

 Total Funding: $1.0m (DCG, Barclays, and Techstars) 

 Founded: 2013 / Headquarters: Stockholm, SE / FTE: c. 11

Softswiss

AT

 Description: Provider of B2B solution enabling online casino 
payment processing functionality through Bitcoin

 Founded: 2008 / Headquarters: Pöttelsdorf, Austria

 FTE: 40+ including 15+ developers 

US

 Description: Provider of a Bitcoin storage platform for 
businesses and financial institutions, and provider of Bitcoin 
wallets and debit cards to retail customers 

 Total Funding: $40m (Benchmark, DCG, Fortress Investment 
Group, Greylock, Index, Pantera, Ribbit)

 Founded: 2014 / Headquarters: Palo Alto, US / FTE: 60+

BITCOIN COMPANIES SURVEYED
SHORT PROFILES (2/2)
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Company Description

UK

 Description: UK-focused Bitcoin marketplace enabling users 
to buy and trade Bitcoins with GBP, EUR, PLN, and USD

 Total Funding: $0.25m (Angel Investors)

 Founded: 2013 / Headquarters: London, UK / FTE: c. 7

UK

 Description: Provider of a Bitcoin wallet and payments 
platform that enables users to buy, sell, and store Bitcoins

 Investor: Coinsilium

 Founded: 2013 / Headquarters: London, UK / FTE: c. 7

UK

 Description: Provider of an AML solution for Blockchain as 
well as a Bitcoin vault and Bitcoin wallet hosting services 

 Total Funding: $2m (Octopus Investments and Seedcamp)

 Founded: 2013 / Headquarters: London, UK / FTE: 10

SE

 Description: One of the largest Bitcoin miners in the world 
with c. 10% of the global Bitcoin mining market share

 Total Funding: $29m (Accel Partners, Creandum)

 Founded: 2013 / Headquarters: Stockholm, SE / FTE: c. 40

UK

 Description: Provider of an online Bitcoin trading platform 
that allows users to open both long and short positions

 Total Funding: $0.5m / Investor: Coinsilium

 Founded: 2013 / Headquarters: London, UK / FTE: c. 6

US

 Description: Developer of tools that enable app developers 
to easily leverage advanced hardware security on phones, 
tablets, and PCs

 Total Funding: $1.2m (Coinsilium)

 Founded: 2014 / Headquarters: San Mateo, US / FTE: c. 8

For further information  or enquiries regarding introductions please contact Jeremy Millar (jmillar@magisteradvisors.com) or Etienne Brunet (ebrunet@magisteradvisors.com)   
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Company Description

US

 Description: Provider of a data layer solution described as a 
giant database in which anyone can insert any type of data 
directly on the Blockchain 

 Funding to date:$1.3m (Coinsilium & Kuala Innovations)

 Founded: 2014 / Headquarters: Texas, US / Employees: c. 17

EE

 Description: Provider of a subscription-based database of 
early-stage startups that allows angel investors and 
entrepreneurs to discover, benchmark, and analyse startups

 Funding to date: $2.2m (3TS Capital Partners, Rockspring)

 Founded: 2013 / Headquarters: Tallinn, Estonia / FTE: c. 16

NL

 Description: Provider of a platform that ensures the 
integrity of systems, networks, and data at industrial scale 
using Blockchain technology

 Founded: 2007 / Headquarters: Amsterdam, NL 

 FTE: c. 100

US

 Description: Developer of blockchain/distributed ledger 
applications for the financial services industry

 Works in conjunction with a consortium of 30+ banks

 Launched: Sep-2015 / Headquarters: NYC, US / FTE: c.20

US

 Description: Provider of a cross-currency payment and 
settlement services using a distributed financial technology 
called consensus

 Funding to date: $38.4m (GV, A16Z, Santander, CME Group, 
Seagate Technology, IDG Capital Partners

 Founded: 2012 / Headquarters: SF, US / Employees: c.120+

UK

 Description: Provider of a private Blockchain-based 
payments and settlements system for financial institutions

 Founded: 2015 / Headquarters: London, UK / FTE: c. 5

BLOCKCHAIN COMPANIES SURVEYED
SHORT PROFILES
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Company Description

DE

 Description: Provider of registry, licensing and visibility 
services for using Blockchain technology

 Funding to date: $2m (Earlybird, Freelands Ventures, DCG)

 Founded: 2014 / Headquarters: Berlin, Germany / FTE: c. 15

US

 Description: Provider of software used by businesses to 
design, deploy and operate private Blockchain networks 
(hosted or on-premise)

 Funding to date: $44m (Citi, DCG, Khosla, Nasdaq, Pantera)

 Founded: 2013 / Headquarters: SF, US / FTE: c. 15

US

 Descrption: Developer of decentralized applications and 
end-user tools for blockchain ecosystems on Ethereum

 Founded: 2014  / Headquarters: New York, US / FTE: 60

UK

 Description: Developer of a hybrid Blockchain platform that 
provides interoperability between private and public chains

 Founded: 2014 

 Headquarters: London & Isle of Man, UK / FTE: c. 12

UK

 Description: Provider of an open-source software platform 
stack to build smart contract applications and permissioned 
Blockchains

 Funding to date: n/a (Anthemis Group)

 Founded: 2014 / Headquarters: London, UK / FTE: 9 

UK

 Description: Provider of certification and verification 
services for diamonds and other luxury goods using smart 
contracts (Blockchain technology)

 Funding to date: Seed round (Barclays, Techstars)

 Founded: 2015 / Headquarters: London, UK 

For further information  or enquiries regarding introductions please contact Jeremy Millar (jmillar@magisteradvisors.com) or Etienne Brunet (ebrunet@magisteradvisors.com)   
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Etienne Brunet - ebrunet@magisteradvisors.com 
 Analyst at Magister Advisors (London, UK)

Jeremy Millar - jmillar@magisteradvisors.com 
 Partner at Magister Advisors (London, UK)

Contacts


