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This document is the May 2019 issue of Blockchain Quarterly – a 
series of in-depth studies that started in 2017 – and is published on 
a trimestrial basis. Our report systematically highlights key global 
activities and trends related to distributed ledger technologies (DLTs).

To ensure comprehensive coverage, each issue of Blockchain 
Quarterly refers to the material presented in previous issues and 
elaborates on already-debated considerations – thereby updating 
views, introducing new solutions, and going deeper into the analyses.

In this edition, we discuss research, principles and fundamental 
elements related to the crypto-sphere as a whole. This includes the 
latest technical evolutions, updates on use cases, new regulations, 
etc. for the entire span of blockchain and other DLTs. The purpose 
is to reach a reasonably comprehensive understanding of crypto 
developments worldwide ultimately. Hence, based on this review, 
the reader should gain an educated view of the direction in which 
the industry is evolving. In particular, we aim to identify the current 
underlying forces that are driving DLT-based currencies and token 
markets, to identify possible scenarios.

Each analysis is becoming more complex, as the blockchain 
environment is evolving quickly. All information presented herein 
is considered to be accurate at the time of production, but as a 
disclaimer, no warranty of accuracy is given, and no liability in 
respect of any error or omission is accepted. Any examples used 
are generic and for illustration purposes only. All forecasts, figures, 
opinions or strategies set out are for information purposes only; we 
explicitly do not provide any kind of investment advice.

If, despite the care taken in gathering accurate information, some 
errors or lack of precision are found, please contact us at research@
bqintel.com.

Blockcha in  Quar te r ly  -  2nd Quar te r  2019Blockcha in  Quar te r ly  -  2nd Quar te r  2019



EXECUTIVE SUMMARY

In summary, here are the main points to retain from the studies and 
research presented in this, the seventh edition of Blockchain Quarterly:

• The “crypto-winter” is over; the downtrend in the cryptocurrency 
market ended brutally on April 2nd on high trading volumes. All signs 
indicate that the “crypto-spring” is here: the genuine enthusiasm of 
the communities, the increase in widespread interest, especially in 
developing economies, the statements expressed by big investors, 
whales’ long positions, the amount of on-chain transactions, academic 
training offers, the amounts continually raised by crypto-funds – virtually 
everything points in the same positive direction.

• By past standards, the reversal appears to have been too fast and 
dynamic, so one should be cautious because the bullish strength might 
not be immediately as deep as it seems. Logically, the upward trend 
should take a bit of time to accumulate confidence, particularly after 
such a negative year in 2018. Nevertheless, crypto assets continue 
to trade at a significant discount to their potential, so one should not 
hesitate too long at the present moment.

• After officials promised that 2018 would be the year of strict 
crypto regulations, the outcome is still very permissive. Except for the 
more stringent and unrelenting imposition of KYC, and the anticipated 
restrictions on anonymous cryptocurrencies, the trend is for jurisdictions 
to assist DLT-related businesses to attract them. Legally-speaking, not 
everything is settled, but the uncertainty regarding the philosophy of 
regulators is primarily clarified.

• With both start-ups and projects developed within corporations, 
we have observed several teams involved in DLT-related businesses 
recording progress and even delivering on some of their promises. 
Research is actively occurring, and an abundance of applications have 
been implemented in a range of industries, with different emphasis in 
each one. In many sectors, the approach to specifying an industry-wide 
DLT standard protocol and process is maturing.

• To balance this likely scenario, on the technical side, progress will 
take time to materialize. However, we cannot say there is total inertia. 
Of course, the Lightning Network is gaining momentum, but Ethereum, 
Cardano, and others still have to deliver on the expectations, especially 
in terms of scalability and confirmation time. The devil lies in the 
implementation of the good ideas that were formulated a few years ago. 
We now are in a phase that will see incremental progress, rather than 
new, bright ideas emerging every week, but lacking substance.
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UPDATE ON THE PAST THREE MONTHS

In January, February and March, we witnessed a typical financial 
market battle of opposing bulls and bears, especially in Bitcoin. Investors 
convinced that Bitcoin was bottoming and would go up in short to 
medium term, acted on their predictions that the next cycle was about to 
begin. On the opposing side, critics responded by saying that DLTs had 
failed miserably, and were yet to produce a single viable application.

Soon enough, we started hearing about the crypto-spring that was 
coming, and that it would put an end to the crypto-winter. However, many 
remarked, with reason, that the feeling of total despair, which usually is 
associated with a significant bottom, had not been experienced. So, 
with markets in a constant battle between the positive and the negative 
views, this equilibrium was interesting to observe. Technical analysts 
were excited and, depending on their conviction, could see technical 
reasons to support their point of view.

Then, on April 2nd, that was it, a breakthrough occurred. Not only 
Bitcoin, but also many altcoins, surged by 25-30%+, but this happened 
on huge exchange volumes. On the charts, this looked very much like 
the end of the downtrend; and with no surprise; as of end April 2019, 
the longs have it. The reversal of the 2018 short seller’s market can be 
considered to be over.

However this appears to be a little too easy, and it happened a bit too 
fast. So, it is worth trying to understand, in detail, why cryptos jumped 
that way, and at that moment in time.

First, contextually, as we made clear in the last review of this Quarterly, 
selling pressure was low. After such a catastrophic year in 2018, the 
value of crypto-assets was so depreciated that exiting from positions 
had become almost pointless. Then, a series of new reports about 
technical developments, as well as the continuous development of 
business applications, even though timid, began to support the notion 
that the future was brighter than the markets were reflecting.

Low volatility and relatively small volumes on exchanges made it possible 
for some actors to influence the market quickly. Moreover, indeed, it was 
observed that a few coordinated over-the-counter orders (worth several 
hundred million euros) were placed on the leading exchanges on April 
2nd. When executed, these orders provided a sudden upward surge in 
the markets. As they watched technical resistance levels break, traders 
naturally acknowledged the fact that the upward trend was reasserting 
itself, and they piled in on the movement.

Whether you regard this initial surge as artificial, an indication of 
market manipulation, or whether you think this is reasonable market 

price action, the fact is that, after prices went up, they were able to 
maintain the higher levels. So, you can look at it as something that was 
meant to happen, with some actors taking the opportunity to trigger it 
spectacularly. The question remains whether this has been a big move 
that will hold and will be followed by further rises, or whether the step 
will soon be extinguished, at least partially, and drift back to normal 
behavior. However, of course, cryptos are hardly “normal”!

Also, the parallel of the years 2018-2019 and the years 2014-2015 
cannot be overlooked. Our feeling matches that of many observers who 
have lived with awareness through both periods: in 2015, it felt like 
cryptos were dead, it was difficult to find reason to hope that markets 
would ever pick-up again; in 2019, so much is going on that it might not 
be actually possible to compare both situations… A pity, as it is easy to 
draw parallels, but that’s how it is.

So, let’s study where we all could be going from here.

EXCHANGE VOLUMES

Volumes of traded cryptocurrencies have 
risen big-time, mainly when expressed in 
cryptocurrencies.

A significant feature that was observed in the 
weeks immediately preceding April 2nd was 
the sharp increase in volumes traded on the 
exchanges. Something was happening, and 
today it can be said the bulls have had their 
hopes confirmed.

Some caution must be shown, though. It has been 
revealed that unscrupulous exchanges have been 
reporting fake volumes. From an exchange point 
of view, one of the most critical statistics traders/
investors look at is liquidity. So, when you look 
at CoinMarketCap.com and identify a crypto-asset you like, your next 
step is to check the exchanges on which it trades; you will tend to pick 
an exchange that trades the highest volume in the pair that interests 
you. This is why some exchanges are tempted to cheat when reporting 
volumes, to improve their rank and attract customers.

Some observers estimate that up to 95% of reported volumes are fake, 
mostly due to exchanges matching their own buy and sell orders, 
which are created simultaneously when the spreads are wide enough. 
Notably, BitWise issued a report for the attention of the US SEC in which 
they analyzed raw data reported by exchanges, from several angles, 
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and plotted the volumes per size of the deal by 
exchange, and other metrics. Very convincingly, 
they demonstrated, with a few exceptions, that 
exchanges process systematically created fake 
orders to inflate volumes. It is worth mentioning that 
BitWise also identified several reliable exchanges, 
by volume: Binance, Bitfinex, Kraken, Bitstamp, 
Coinbase, Bitflyer, Gemini, itBit, Bittrex, and 
Poloniex.

So, the method may be irrelevant, but what matters 
is the fact that fake exchange volumes are reported 
– a lot. The crypto world is still a wild west! The 
positive consequence is that volume variations in 
the short-term might be useful data, but analyses of 
volumes over several months or years may not be as 
helpful for drawing long-term conclusions.

ARTICULATION OF THE GLOBAL ECONOMIC 
SITUATION

The Nasdaq index and the stock prices of the large 
tech companies within it are back to their highest 
levels, without having purged anything from this 
considerable bubble that has accumulated. All this, 
despite a movement in October last year that could 
have easily been interpreted as the end of the cycle. 
In our view, this is more insane than anything else.

So, stock exchanges can exhibit strainge behaviour. 
Although, not as much as crypto-assets. However,  
we will not draw any conclusions here, and we 
won’t bring any inference from stocks; instead, we 
will focus on what crypto-assets are worth in any 
given situation.

MACROECONOMICS

The point we would like to emphasize here is how 
important we should expect the impact of DLT 
implementation to be in making markets more 
efficient.

Take the transportation sector for example. By 
defining a business protocol based on DLT, that 
would rely on non-fungible tokens to manage 
elementary movements of standardized objects 

(a container, a person, a parcel of this or that 
dimension), in a way that the barrier to entry to 
provide a service in the ecosystem becomes very 
low, you enable a bunch of new and small actors 
to enter the transport sector, and compete with one 
another to provide transportation solutions more 
effectively, and at more competitive rates. Thanks to 
a whole range of functionality and services that can 
be plugged into the ecosystem, customers can have 
confidence in people they do not know and have 
faith that settlement is going to be enforced, on 
standard terms; while also enabling resources can 
be allocated by financial actors more efficiently.

This vision of a future applies to the 
telecommunications sector, the energy sector, the 
banking sector, and others. Quite an exciting future 
insight isn’t it. And of course, there will be many 
exciting projects that will transform every industry.
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GENERAL APPROACHES BY GOVERNMENTS

2018 opened with public announcements by commentators that “a 
storm of regulations [were] going to clamp down on cryptocurrencies.” 
More than a year later, it is time to analyze and provide feedback on 
what happened.

Back in early 2018, various politicians (more or less technically 
knowledgeable, e.g., Bruno Lemaire) made repeated and strong 
statements calling for the regulation of Bitcoin and other cryptocurrencies. 
Reacting to crazy price increases, politicians felt the need to explain 
and then express some sort of position on cryptos, and they did what 
politicians do: claimed to be in control of what was going on.

In effect, the reality has been much more nuanced when financial market 
authorities around the world were asked or decided, to look at the 
situation, most found that existing laws were very relevant and adequate 
in most cases.

Further, the primary requirement to “protect investors” actually led 
to the realization that Bitcoin and other currencies in decentralized 
infrastructures were, by definition, beyond the control of any particular 
government, and there was not much they could do about it, even if 
they thought it was necessary. In other words, imposing restrictions on 
cryptos required some laws that would limit the freedom of citizens – 
and indeed, laws that limited freedom has been enacted exclusively by 
regimes that qualify as authoritarian.

So, the only real action that ended up being taken by governments 
and regulators was to impose strict KYC procedures on crypto-verse 
professionals and their operations. That was an easy and obvious 
action, because what matters to governments is to ensure that taxes are 
collected, and financial flux is controlled. So, this happened, and beyond 
just decentralized exchanges; today any financial service starting a 
crypto-related business has no choice but to comply with KYC / AML / 
CFT laws applicable to its customers (often including extraterritoriality.

Apart from that, regulators in most countries have instead refrained 
from implementing stringent requirements and controls. Blockchain is 
regarded by all as an unexpected factor of innovation that, if mastered 
and embraced before other nations, has the potential to deliver a 
significant competitive advantage. So, competition is on between 
jurisdictions to attract DLT-related businesses, and this has proved to be 
a powerful incentive for many rulers not to adopt a “wait and see” or 
“laissez-faire” approach.

Interestingly as well, we can observe that nations that were open to 
cryptocurrencies and DLTs from the beginning are speeding up their 

progress on adoption, while most of the formerly suspicious jurisdictions 
are opening up. So, the trend is in a positive direction, and not the 
opposite way around. In conclusion, the anticipated 2018 regulatory 
storm has not eventuated, and the ground on which start-ups are 
venturing is becoming firmer and less uncertain as each month passes. 
All in all, the situation is quite favorable.

From here, what should we expect?

• Anonymous blockchains will no doubt be the focus of many 
governments, with some already proposing a complete ban. This 
will be a running extension of the KYC/AML/CFT battle.

• Bitcoin (and similar non-anonymous fully-decentralized friends) now 
seem to have survived significant regulatory danger. Most officials 
seem to have conceded, more or less reluctantly, that they have no 
choice but to accept them as objects that exist beyond their empire. 
We can, however, expect that the management of cryptocurrencies 
by financial services will continue to be carefully examined.

• BTC and other cryptos not being banned 
does not mean that they are going to gain 
legal tender status (i.e., businesses obliged to 
accept it). We will probably see this in very 
few jurisdictions, if at all.

• Security token offerings (and maybe 
ICOs) are going to be strictly controlled 
everywhere on the planet, with countries that 
were permissively remaining so, and cautious 
countries moderating their position and 
accepting tokenized securities.

• A significant issue for some countries is the 
prevention of capital outflow. Even though 
this is currently of limited concern for most 
nations, shortly, cryptocurrencies will enable increased mobility of 
financial wealth and will make it very easy to escape the impositions 
of a given government. This will then become a problem for 
jurisdictions with high tax rates, compared to countries with low tax 
rates. At that time, we are likely to see some bans on the conversion 
of national fiat to crypto, or conversions limited to a specific amount 
within a given period.

In recent months, there has been considerably less news about regulators 
working on crypto/DLT frameworks than there was before. Pressure from 
governments eased in 2018, thanks to prices of crypto assets coming 
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FIGURE 1: 

LEGAL & REGULATORY STATUS OF CRYPTO-ASSETS AROUND THE WORLD

Note: 1. Anti-Money Laundering & Anti-Terrorism Financing Laws; 2. Taxation, AML, ATF laws

Source: Law Library of Congress; bitcoinmarketjournal
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back down to earth. So, as soon as prices look as 
though they are rising again, regulatory pressure is 
likely to return as well!

WORLDWIDE COORDINATION

In line with our comments above, international 
coordination concerning cryptocurrencies is 
probably at its lowest since the early 2018 
declarations. Governments have other hot topics 
to tackle. And meanwhile, with DLTs appearing to 
struggle, other priorities have diverted the attention 
of regulators.

The Basel Committee on Banking Supervision BCBS 
(linked to the Bank of International Settlements) 
stated that cryptocurrencies represent a danger to 
banks, with crypto adoption a significant concern. 
They further acknowledge that the continual growth 
of cryptocurrency exchanges poses a threat to its 
members. The Committee continues to name the 
good old crypto demons: volatility, lack of control, 
lack of safety due to no backing, etc.

Nevertheless, for financial institutions that wish 
to venture down the path of proposing some 
crypto-related services, the BCBS has issued strict 

guidelines: carry out careful 
analyses, put in place some risk 
management, etc.

The International Monetary 
Fund, on the other hand, has 
been consistently positive about 
the blockchain technology. 
Christine Lagarde, its president, 
while touring and meeting 
crypto-entrepreneurs at the end 
of 2017, strongly encouraged 

the financial services sector to embrace distributed 
ledgers fully. She also declared that cryptocurrencies 
were “definitely shaking the system.”

It is also significant that the IMF and the World Bank 
are experimenting with the technology: they have 
launched an internal “Learning Coin” as part of this 
initiative.

STATUS OF OFFICIAL INITIATIVES TO PASS 
FIAT ON DLT

Many countries are exploring the feasibility of a 
central bank digital currency (CBDC), including 
several developing or under-developed countries.

Cambodia is among them; anyone who has visited 
this country, which is among the poorest in South 
East Asia due to its troubled recent past, will be 
aware that the country’s tourist industry operates 
exclusively with the US dollar. Transactions based 
on blockchain would be a clear alternative to 
that. It could allow authorities to reclaim monetary 
control, a primary sovereign tool that cannot be 
left untackled if the country is to have a chance to 
develop.

Among the latest concrete developments: The 
Eastern Caribbean Central Bank is preparing to test 
a pilot of a blockchain-based central bank digital 
currency, and is planning for a potential roll-out in 
2020; the Bank of Thailand is collaborating with 
the South African Reserve Bank in experimenting 
with interbank payments and settlement efficiencies 
using blockchain.

On the topic of CBDC, it is worth noting that two 
different approaches are not incompatible, but 
with various outreach. It depends whether these 
officially-tokenized fiats will be available only to 
banks for inter-bank settlements, or whether they 
will be circulated at the primary level among the 
population. The former approach involves only a 
technological change. But with the latter approach, 
we have the potential to witness a refreshing move, 
in the sense that money demultiplication by the 
commercial banks would be competing, with each 
one benefitting from its cost reductions. The position 
of central banks on this issue is unclear; logically we 
can expect a continuation of the current approach, 
but we hope that some jurisdictions will try to 
experiment with the disruptive approach!

KYC / AML / CFT

As we expressed in the previous paragraph, KYC is 
the one thing that governments relentlessly impose 

on crypto-related businesses. The level at which it is 
imposed always exceeds what is required of non-
crypto businesses. The fear behind this has been 
that the borderless transfer of value avoids standard 
processes that are intended to prevent tax evasion, 
money laundering, and financing of terrorism.

There is no limit to the level of detail that regulators 
may expect crypto investors to report, and 
businesses to enquire of their customers. Extending 
the control to higher levels is easy, but the pressure is 
never released: it always goes in only one direction; 
more and more inspections, audits, checks. In our 
view, it is not always reasonable for regulators to 
expect all risks to be eliminated, and in some caes 
they should resist enforcing KYC because business 
is always about taking at least some risks. The 
question is, what is a reasonable level of risk?

So, in the short-term KYC will remain a pain for all 
crypto-related businesses – except those that are 
profiting from it. And here it becomes interesting: 
if you concede, as a prerequisite, that all your 
financial activities will be monitored by authorities, 
then an on-chain ecosystem with KYC done once 
per customer would make sense. In this case, 
all transactions occurring within this controlled 
environment would allow fiscal administrators as 
well as anti-money laundering entities to audit what 
is going on transparently. In turn, this would remove 
all the operational burden for customers and 
businesses to do the checking. On-chain address 
bans could be available, and identity mapping 
could be possible to relevant official bodies.

It is likely that this will be coming, and it will not be 
the only paradox related to cryptocurrencies, which 
were invented to escape governmental control of 
financial activities. On the other hand, we should 
also expect a non-KYC environment to be created 
and to thrive.

One other consideration is that KYC is a condition 
sine qua non for traditional financial institutions to 
provide any crypto-related service. This is because 
there is significant pressure on all of them to have 
to deal with a scandal and a damaged reputation.

TAXES

Taxation bodies are traditionally among the most 
efficient and active services within the administration 
of any country. Of course, going after money is much 
more interesting than fighting inefficiencies in the 
system. As a result, fiscal authorities are all working 
actively to close any loophole in their policies, so 
that gains can be identified and taxed.

Countries particularly active in this area include:

Denmark, which asks exchanges to report on the 
activities of citizens.

Japan, probably due to the extent to which the 
population invests in cryptos-assets.

The USA, where ad hoc software and consulting 
companies have sprung up to assist people with 
their crypto tax declaration.

Switzerland, where some cantons even accept tax 
payments in cryptocurrencies – Ohio in the USA is 
following this example.

Some other countries, however, have low taxation 
rates on crypto assets, as an attractive differentiator 
to seduce crypto-related businesses.

Interestingly, as soon as a country takes a position 
concerning taxation of crypto-assets, this is actual 
recognition of the existence and legality of these 
crypto assets, and the legitimacy of citizens to 
trade, own and use it. So, in a sense, efforts to tax 
gins related to crypto-assets trading is a part of it 
becoming recognized and ubiquitous.
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REVIEW OF BLOCKCHAIN 
INDUSTRY PLAYERS

MINERS

Market growth and profitability
The viability of mining Bitcoin is tightly linked to the price, expressed in 
fiat currencies, which means that miners are considering their opportunity 
cost, regardless of their equipment amortization or a bet on the price of 
BTC. In other words, the dynamic of the amount of hash power joining 
or leaving the network has caught up with the economic incentive to 
participate in the consensus mechanism, as opposed to being motivated 
by enthusiasm for the business.

So, stating the obvious, in recent weeks the higher BTC, ETH and other 
crypto-assets prices have made the operation of mining rigs profitable 
again for many operators, repeating the phenomenon observed at the 
end of 2018.

Material
One question not yet addressed in this Blockchain Quarterly is: why do 
miners use processors on graphics cards (GPU) instead of just the CPU 
of the machine? The answer lies in the design of the GPU.

Central Processing Units (CPUs) are usually designed for “executive 
work”, that is, handling all of the tasks the computer has to perform. 
These diverse operations include processing math functions, executing 
various types of programming instructions, permissions, managing data 
flow, etc. The different requirements imposed on CPUs led manufacturers 
to make some technical decisions that resulted in a chip that can process 
a modest amount of calculations by a unit of time, but that is also suited 
to handle a range of other tasks that are expected of a computer.

A Graphics Processing Unit (GPU), by contrast, is a much more 
specialized device. It can handle a lot more instructions per clock 
cycle, and in particular, the computation-intensive operations required 
to render graphic displays, e.g., for gaming applications. GPUs are 
designed specifically for this purpose, and this is why they can typically 
execute significantly more instructions per clock cycle, compared to 
standard CPUs.

It happens that the hashing power needed for proof-of-work mining is a 
repetitive yet simple task that graphics processors are far more efficient 
at tackling than the standard CPU.

The concentration of hash power
With prices of BTC and other cryptos increasing again, break-even is 
easier for miners to reach, thus slightly easing the Chinese dominance.

Environmental issue – electricity consumption
It was big news for the sector when Chinese authorities recently 

announced they were considering banning Bitcoin mining in the country; 
currently, it is estimated that 70% of BTC mining occurs in China, so 
the impact could completely reshape the industry. Chinese miners may 
start delocalizing, just like their exchanges successfully did in 2017 
after Yuan/crypto trading was prohibited, and ICOs were banned in 
the country. One of the main reasons advanced 
for a potential crypto mining ban is the terrible 
environmental impact of the activity.

Just a fun fact to mention in this section: US police 
were suspicious of the high electricity consumption 
and ventilation system installed by a resident. 
Dubious that they were dealing with cannabis 
cultivation, the police set up an operation to 
break in and enforce the law. After they violently 
entered, doing much damage on the way in, all 
they discovered were mining rigs in production.
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EXCHANGE PLATFORMS

Decentralized exchanges (DEX)
The momentum gained by decentralized exchanges 
in the past few months, and highlighted in the 
previous Quarterly, is not slowing down.

As with any decentralized application, the user 
interface of DEXs is still not very friendly or 
practical. Necessary graphic masks, allowing the 
display of data retrieved on-chain (offers/bids) 
and to manage private keys, so that users can send 
their orders to the DEX, are not yet mature. User 
interfaces need to be improved before a mainstream 
breakthrough can occur for DEX’s.

Of course, decentralized exchanges make sense 
for tokens that are instantiated on the same 
infrastructure. As such, it comes as no surprise that 
most DEXs have been built on Ethereum, where most 
tokens have been deployed (ICOs, etc.) – hence the 
type of manageable assets makes the most sense. 
However, other platforms are also getting their own 
DEX operating: an example is Scopuly on Stellar. 
Nash, among others, intends to build its application 
on NEO.

Off-chain crypto exchange platforms
Crypto exchanges should expect to face fierce 
competition from each other. One can argue that 
their fees are far too high at the moment, especially 
small exchanges that list minor tokens. Not even 
mentioning slippage of illiquid pairs, gateways to 
the crypto world (exchanges) still do not hesitate 
to charge high fees. Coinbase is probably the most 
shameless actor. We can expect competition to 
become fierce in this sector, thereby driving these 
fees down.

Another differentiating factor could be how the 
various exchanges redistribute the actual benefits 
derived from the tokens owned. Consider staking 
Maker or Tezos: when exchanges own a large 
chunk of the current supply, as custodians for their 
customers, they also have an incentive to play the 
role of significant stakes. As such, they logically 
are making big money that, at the moment, is not 
returned to the owners. Exchanges keep that for 

themselves, but hopefully, this will soon come under 
scrutiny. Some timid initiatives have begun work on 
this, but a lot more can be expected.

From data published by exchanges, we see, for 
instance, that Kraken has 4 million users. It is safe 
to assume that half of the active users, at least in the 
Western world, have a Kraken account. This means 
that 8 million individuals are trading crypto-assets 
in the western world. Let’s make it four times this 
number to account for Asia. We now have a figure 
of 32 million people on the planet that have created 
an account on a crypto exchange platform. Now, 
let’s extrapolate and say that this means 32 million 
people have already had a taste of crypto. Out of 
7 billion people on the planet, that indicates that 
around 0.5% of the human population is involved 
today. This is significant, but still small compared to 
the potential.

Some other news in summary:

• CoinBase has proposed a Visa card for British 
customers that allows them to spend their Bitcoin, 
Litecoin, etc. Following the same approach 
as TenX or Crypto.com, cryptocurrencies are 
exchanged automatically when the customer 
purchases some goods at a retailer. This is an 
interesting example of an exchange expanding 
vertically in the value chain.

• CoinDeal, a crypto exchange, is sponsoring a 
football team in the UK, showing the exposure 
that these businesses are obtaining.

• CoinSquare, a Canadian centralized exchange 
has acquired StellarX, a Stellar Federated 
Byzantine Agreement, zero-fee, decentralized 
payment network.

FIGURE 3: 

TOTAL BTC VOLUME IS CONSIDERABLY LESS 
THAN REPORTED

Actual volume ("Real 10"): $270M 

Reported volume: ~$6B

Source: BitWise submission to SEC

FIGURE 4: 

JUST A TINY FRACTION OF THE WORLD POPULATION EXPERIENCED CRYPTO-CURRENCIES
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Legacy exchanges
In a sign of crypto integration with traditional 
exchanges, Nasdaq now lists now Bitcoin and 
Ethereum indexes, with Ripple to follow. The aim of 
Brave New Coin (the entity behind this) is to provide 
price liquidity that does not depend on a single 
exchange, given that huge disparities still exist 
between the various markets on the planet at any 
given point in time. Importantly, this step might be 
used to defend the validity of Bitcoin ETFs further, 
because it could address the SEC’s assertion that 
the price of the cryptocurrency could be subject to 
manipulation.

MONETARY EROSION

We estimate the monetory erosion to be around 
15% for Bitcoin over ten years, which is probably 
1% per annum.

BLOCKCHAIN CREATORS, ENTREPRENEURS

From an entrepreneur’s perspective, attracting 
money for a DLT business was not easy in early 2019, 
at least not in Europe – otherwise, there would be 
fewer ICOs. Projects that invested in BTC and ETH 
are hoping that the value will continue to increase 
in the medium term, funding them comfortably in 

the process, despite the meager amounts raised 
(compared to 2017). In parallel, ventures that 
owned cryptos experienced a revaluation of their 
assets, which must have had a positive impact on 
their mindset.

One piece of recent news relates to a 21-year-old 
entrepreneur attempting to sell his failed ICO (i.e., 
his aborted development efforts) on eBay. In his 
description, he claims that he took the advice of a 
lawyer who advised him to have an MVP before 
launching. However, the ICO craze was over, so he 
was not able to raise funds.

Apart from this, it is worth noting that crypto 
entrepreneurs are struggling to open regular bank 
accounts. This is a concern in even the most crypto-
friendly nations, which are Malta and Switzerland. 
The situation can be illustrated through an example : 
an enterpreneur manages to raise funds in Bitcoin or 
Ether, and then exchanged them for fiat on a crypto 
exchange through a corporate account. But then, if 
they want to use these funds, they need to transfer 
the money to a regular bank account. At this stage, a 
banker is going to ask them where this money came 
from; that is the crux of the concern. How do they 
explain that they conducted an ICO and that they 
want to exchange virtual money from the proceeds? 
Currently, they are almost sure to lose.

INDIVIDUALS ACTING FOR THEMSELVES

Whales
Exploration of the ledger (which does not allow 
active tracing of owners by type) in February-March 
showed that large holders were accumulating coins 
rather than selling them. The casual observation 
indicated that several hundred million euros worth 
of Bitcoin were bought by wealthy holders in the first 
three months of 2019. One would argue that these 
investors are not likely to sell these assets before 
prices rise again, and probably would even be 
willing to hold in the event of another decline.

Interestingly, evidence of large wallets accumulating 
Bitcoin was also seen for addresses that have been 
dormant for years.

On February 18th, a whale placed an order worth 
almost 300M euros for Bitcoin futures; a sign, 
among others, of bulls taking positions. In March-
April, there were big moves on Bitcoin Cash, which 
can also be attributed to whales.

Crypto billionaires that can be confidently classified 
as whales, such as Binance’s Changpeng Zhao, 
the Winklevoss twins, and 
EOSs Blumer, all voiced their 
faith that Bitcoin has a bright 
future; will replace gold, and 
prices will hit several hundred 
thousand, etc. While this is in 
no small degree daydreaming, 
these opinions indicate there 
are embers under the ashes.

Casual holders
Limited research indicates 
that trading activity has significantly increased in 
developing economies: Indonesia, Iran and South 
America, in particular, are showing similar patterns. 
This is very interesting, as it is likely to represent 
significant progress in the acceptance of pure 
cryptocurrencies. We can ask ourselves, what is 
going on here? Why is this happening? Why now? 
And, is this trend likely to continue? Let’s propose an 
intellectual perspective.

Africa, South-East Asia, and Latin America did not 
deliberately lag, but as usual, it was the developed 
countries that had the opportunity to be involved 
early, DLTs being no exception. Now that knowledge 
of cryptocurrencies has spread more widely, not 
only at all social levels but also in all geographies, 
it is normal that some growth is observed in 
developing countries. An additional effect is “leap-
frogging”, where unbanked individuals now have 
the option to immediately become their banker, 
with the ability to make and receive payments, 
and thanks to cryptocurrency, enjoying a parallel 
economic system more efficient than the traditional 
banked one.

In economies that are still somewhat fragile, trust 
in fiat currencies issued by central banks raises 
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FIGURE 5: 

MULTIPLES FOR CRYPTO-EXCHANGES VS TRADITIONAL PLAYERS

Source: BQ Intel crypto-exchange benchmark, Bloomberg, Kraken, CoinBase

MARKET CAP / VALUATION

OPERATING MARGIN

   $12B           $31B           $14B            $11B           $43B           $64B            $5B             $8B             $4B

45-50%       40-45%      40-45%       40-45%      55-60%      65-70%      50-60%       45-50%     50-60%

1515 16Blockcha in  Quar te r ly  -  2nd Quar te r  2019 Blockcha in  Quar te r ly  -  2nd Quar te r  2019



questions. This is true of Argentina and South Africa 
for instance. Individuals in these countries are 
tempted to try alternatives, such as among which 
Bitcoin. As long as central bank currencies are 
poorly managed, this is likely to encourage crypto 
adoption.

There is no doubt that inhabitants of developing 
countries have been significantly exposed to crypto 
through remittance mechanisms. Sending money 
abroad has always been a hassle and very costly 
for workers employed abroad. Forwarding funds 
across borders has been a visible and significant 
first-application of Bitcoin, thereby triggering 
crypto awareness in those countries. 

Rising crypto-currency prices can only create a 
positive feedback loop here. So yes, we’d say that 
the phenomenon is likely to continue.

A study in the United Kingdom concluded that 
crypto-investors are still mostly motivated by the 
prospect of getting rich fast. There are two ways to 
read this: one is, of course, that the opportunity of 
getting more prosperous always drives an investor, 
and the faster, the better; the other assumes that 
actors in the market today are mostly the same 
as those who were active in early 2017, and who 
are convinced the crypto-sphere is going to keep 

behaving the same. 
They may or may not be 
correct, but it is essential 
to acknowledge that 
they are the people that 
are playing out there. 
While some of them 
still don’t have much 
of an understanding 
of cryptocurrencies, 
on average, they have 
now had time to do 
their research and start 
to settle down.

A surge in Google searches, using Bitcoin as the 
keyword, was once a great indicator of the hype. 
The number of these searches skyrocketed in early 

April, suggesting that some of the crazes have 
returned.

From our direct observation, individuals who tasted 
crypto in late 2017, with more or less success, are 
starting to get involved again. The April 2nd upward 
shock awakened the enthusiasm of investors that 
had not been too badly hurt.

Long story short, all available indicators show a 
return of excitement among casual holders towards 
cryptos and blockchains.

INVESTMENT FUNDS [OF ALL SIZES AND 
OPERATING AT ALL STAGES]

PE/VCs
Every day, it is more evident that the PE/VC business 
can never be the same again. Whether it be through 
ICO, STO, private offerings or other mechanism, 
the tokenization of shares in small companies is 
forever changing the coupling of the action to help 
companies to achieve a capital reward for investors. 
One of the impacts is that an owner (or major 
shareholder) of business will dedicate themselves 
to the success of the venture, while those that are 
“free riders” will hopefully be there to enjoy the 
right results.

PE firms and VCs are reported to be continuously 
investing heavily in DLT-related businesses, and 
many of them are of course acquiring the real stuff: 
shares, as opposed to utility tokens (and as a result, 
they go below the ICO radars).

Some observers have estimated there will be over 1 
billion euros in PE/VC investments in DLT start-ups 
in 2019. This is below the 2018 high (of 5 billion 
euros), but still more than the level of venture capital 
investment in 2017.

Private bankers and classical investment/
hedge funds
There is an ongoing race among banking 
conglomerates to offer crypto-related services 
to their customers, in terms of custody and access 
to crypto-markets. This has been triggered by 

their high-net-worth clients who want to diversify 
into crypt-assets, and in the process, forcing their 
bankers to offer the new asset class to them. As can 
be expected, it takes some time for the banks to 
adapt their operations, and for the management to 
ensure adherence to regulatory requirements, and 
so the first banks have recently started to advertise 
this service officially.

Time will tell whether the introduction of custody 
services by traditional financial institutions will be 
the entry door for them. If they are open to that, 
it can result in them having first-mover status, that 
triggers the rest, and normalizes cryptocurrency 
involvement by traditional financial institutions. 
Indeed, whether institutional investors participate 
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FIGURE 6: 

GLOBAL INVESTMENT IN CRYPTOCURRENCY AND BLOCKCHAIN START STRONGLY IN 2019
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Note: 1. Global investment in cryptocurrency and blockchain startups involving corporate venture capital. 
2. Global VC investment in crypto and blockchain

Source: PitchBook (2019 data as of April 8)

in the crypto market sooner or later is of uttermost 
importance, and will determine whether crypto 
prices increase significantly.

There are still no convincing signs that active trading 
by the traditional big banks and investment funds 
has started. One article reported: “Traditional asset 
managers – the likes of BlackRock, Vanguard, and 
Pimco – remain on the sidelines due to a lack of 
regulatory clarity across the world’s major markets. 
This is not to say their interest has not been piqued, 
but volatility, liquidity concerns, and an unfamiliar 
market infrastructure render the new asset class 
relatively untouchable, while regulatory uncertainty 
also persists.”
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However, they are no longer loudly voicing how 
much Bitcoin is a fraud and is unsustainable, and 
how "untouchable" it is for them. So, they could 
well be preparing to be ready if and when they 
finally decide to enter the space. Journalists  often 
complain that they are unable to get big bankers 
to express their intentions with blockchain; the 
example of Bank of America filing 60 DLT patents 
and refusing to speak to Forbes about its progress, 
is indicative.

Otherwise, there is still no Bitcoin ETF out there. 
The latest prospectuses submitted for SEC approval 
will not be examined before mid-May 2019. Some 
argue that disapproval of an ETF because of 
potential manipulation, and protection of investors, 
is contradictory, because without an investment 
fund the investor is susceptible to buying Bitcoin 
on deregulated exchanges, and could lose their 

investment.

Warren Buffet, despite 
being a classic critic of 
cryptocurrencies, has 
expressed the view that 
blockchain technology 
“is important and 
ingenious”, but stated 
his negative opinion on 
Bitcoin again.

Dedicated (and new) 
crypto investment 
funds

The news from crypto-focused funds is not too bad, 
overall. Despite posting disastrous performances 
in 2018, funds were still able to attract capital 
in February and March (before April 2nd). For 
example, Pantera Capital raised over 150M euros 
in the first three months of the year. According to the 
fund, this was a difficult period, but clearly, it could 
have been worse.

UNIVERSITIES AND RESEARCH CENTERS

Universities are actively developing their courses, 
with their focus on DLTs. The following are some of 

the most prominent schools and their initiatives:

• In China, Fudan University has opened a 
research center focused on blockchain.

• The University of Luxembourg has partnered 
with the trading platform VNX Exchange in a 
bid to improve the security of digital assets. 
The collaboration entails the University of 
Luxembourg developing higher levels of 
network security for digital assets.

• Ripple has built a “global University Blockchain 
Research Initiative (UBRI)”.

• EMURGO, the investment venture arm of 
Cardano, has established an academy in 
Bengaluru, India. The goal is to train developers 
and blockchain experts to promote the use of 
technology.

• The Institute of Decentralized Economics in 
the UK has launched a study of blockchain 
economic systems. The goal is to “help 
organizations better understand the economics 
that underlies the blockchain industry”.

• The New York City Economic Development 
Corporation (NYCEDC) has announced that it is 
opening a Blockchain Center in Manhattan, to 
offer blockchain-oriented educational services 
to the general public, such as programming 
classes and lectures for software developers.

• The University of Zürich is building an 
impressive pool of PhDs involved in all fields of 
cryptocurrencies and blockchain research.

• The National University of Singapore has 
announced it will work with a Chinese tech 
company to research and develop blockchain 
solutions.

• Economist and researcher, Niall Fergusson, has 
stated that he has been very wrong “to think 
there was no use for a form of currency based 
on blockchain technology”.

More and more training courses and diplomas are 
being offered by traditional education institutions, 
focused on distributed ledger technologies; a sure 
indication that DLTs are a tech component that is 
here to stay. Let’s make no mistake; recognition by 
the academic world is complete.

EMPLOYEES – TALENT

Among start-ups, lay-offs of staff continued in 
March. This was the case at CoinSquare (a crypto 
exchange), at the Dash Core Group (the company 
behind Dash), at the NEM Foundation, and Bithumb 
in Korea, which has laid off 50% of its staff. 
However, since then there have been no further 
reports of layoffs.

On the other end of the industrial spectrum, i.e., 
as far as large corporations are concerned, the 
biggest hirers blockchain competences have been: 
IBM, Cisco, the big 4, and above all the others, by 
far… JP Morgan.

Also, the flow of investment bank executives joining 
crypto-centered funds continues.

CONCLUSION ON CASH ENTERING AND 
LEAVING THE CRYPTO ECOSYSTEM

Compared to 2015, and even if the value of crypto-
assets has fallen by between 85% and 95%, the 
situation today is different by order of magnitude. 
For the crypto-sphere to move up in proportions 
comparable with the period from 2015 to 2017, it 
is necessary for much money to enter the crypto 
market.

What will be the source of this money? This is a 
crucial question with some potential answers:

• Financial institutions have the potential to bring 
cryptocurrencies into another dimension. They 
are likely to treat the various crypto-assets 
professionally, Bitcoin in particular, and native 
cryptocurrencies, in general, will focus back the 
attention, while utility tokens will be handled by 

these actors for what they are, valuation-wise.

• Citizens of developing countries may continue 
catching up with the rate of adoption in more 
mature economies. The potential here is 
exciting, especially if we consider extrapolating 
to the whole planet the proportion of Korean 
population that is actively involved.

• The phenomenon of failing central banks, 
resulting in hyperinflation of official currencies, 
primarily if a financial crisis occurs. In some 
countries, we can expect the monetary situation 
to be bad enough for people to try to use 
alternatives, even if officially banned. Scaling 
solutions will make this possible.

• The need to hedge the astonishingly high stock 
prices might be another mechanism pushing 
in the same direction. On the other hand, 
institutions may have no choice but to hedge 
against the price of Bitcoin, by just buying some.

• There will be a requirement for more crypto 
volume, despite the reduced inflation rate, 
primarily if cryptos become widely used 
for payments. Starting from the low or non-
existent acceptance where we currently stand, 
this usage can only increase; even if a tiny 
fraction of traveler’s payments, remittances 
and shopping are conducted using Bitcoin, the 
impact on the valuation will be huge.

• The generalization of tokenized finance will 
require a “moneta franca”, i.e., a commonly-
used backbone currency, that cannot be the 
only fiat. Pure cryptocurrencies as a vehicle of 
exchange will benefit from the building of this 
new environment. There is no alternative.
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Here are the highlights of the latest applications of DLTs by sector. 
Insight: some elements relevant for this sector review can be found in the 
paragraph that reviews tokenized assets.

BANKING

End-customer payments
A large Japanese bank, Mizuho Bank, has partnered with over 60 other 
financial institutions to launch and use a “J-Coin” pegged to the Yen 
to serve as a means of payment for a base of 60 million customers. 
They claim significant ease of use, even compared with credit cards, and 
are expecting competition from other players trying to enter the sector, 
such as e-commerce platforms (Rakuten in the case of Japan). J-Coin 
launched on March 1st, but has nothing to do with DLT; it is a central-
database managed coin.

Chinese mobile payment operators, the first of which was Alipay’s Ant 
Finance, are reported to be investing heavily in the technology.

Visa is hiring a technical team for a cryptocurrency project. We are 
betting we will hear more about it at some point in time. One cannot help 
but notice these giants that were critical of DLTs, and now cannot get 
involved fast enough. As of early 2019, still rooted in the bear market, 
this is a clear indication that, if nothing else, DLTs are seen as being able 
to add value.

HK based Crypto.com, ex Mona.co, saw a massive increase in the price 
of its token when it listed, and demonstrated that it could be readily used 
to pay for almost anything.

Interbank settlements
One of the big headlines this quarter was JP Morgan Chase releasing a 
JPM dollar token, managed on Quorum, JP Morgan’s version of privacy 
enablement on Ethereum.

The bank made much noise around the launch and has a good chance of 
actually succeeding in imposing its use, as it clears 80% of the S&P500, 
in addition to being the first mover.

Be aware that this turnover (and Mizuho Banks’s yen, even more so) 
scripturally emitted by banks ultimately might not be all equal, depending 
on the trust in the various institutions as soon as (unavoidably) they may 
not all keep the same proportion of fiat (or gold, or any kind of valuable 
assets) in their vaults. That is precisely what banks do, and it appears 
that the 19th-century attempts are poised to be repeated.

Lots of criticism from the crypto-sphere has been leveled against 
JP Morgan, claiming that they are missing the point of blockchain 

altogether. Some criticism has come from Ripple, claiming that JP 
Morgan is effectively trying to compete with it.

The Italian Banking Association is testing a Corda-
based tool to power settlement for the consortia 
members.

Streamlining internal processes 
One estimate has quoted potential savings, for the 
financial sector, of up to 50 billion euros, thanks to 
improved operational efficiencies, reduced human 
error, and streamlined compliance.

Custody and management of crypto-assets
Interestingly, in addition to using the technology to 
streamline internal processes, traditional banks are 
speeding up moves to provide cryptocurrencies-
related services. The case of Julius Baer in 
Switzerland is emblematic, while Liechtenstein’s banks (Bank Frick, 
especially) have already been serving the segment for some time.

Banking crypto-related businesses
For crypto-related businesses, it is not easy to find a safe harbor on 
the planet where banks are willing to open a bank account for you – 
let alone to manage the custody of your crypto-assets, typically those 
proceeding from your ICO. Switzerland’s banks are reportedly reluctant, 
even though it is theoretically possible, and Malta is experiencing the 
same problem. The most hardened stance has been taken by JP Morgan, 
who are explicitly refusing to service crypto-related businesses.

“It is, most of the time, not illegal for big banks to serve the crypto 
industry, but it’s a massive compliance headache for them that they don’t 
want to put the resources in to solve”, as says an analyst.

Somehow, there is no sign that the divide between the crypto financial 
world and the legacy one will be bridged. It is quite the opposite: the 
boundary is always bound to be quite clear.

Asset management
Société Générale has proposed an actively-managed fund investing in 
companies exposed to DLTs. A clear example of old finance trying to get 
involved in new finance!

Northern Trust is implementing smart-contracted logic to automate yield 
management on the already-tokenized assets it deals with.

Others
Bank of America has voiced its skepticism: despite a considerable 
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number of patents obtained in the field of DLT, their 
message is that they do not see a use case where 
DLT can enhance existing processes, compared with 
what is already in place.

INSURANCE

Generali has declared that they are pursuing many 
projects; they believe that they need to try many 
things and try them with end users. The view is that 
most will fail, but the few that succeed will be scaled 
as fast as possible.

The Swiss-based Blockchain Insurance Industry 
Initiative (B3i) is expanding its investor base, and it 
has raised money to pursue its objectives. The “first 
product” of the consortium is intended to mitigate 
risk associated with reinsurance.

We are curious and bemused that no insur’tech has 
yet emerged proposing smart-contracted insurance 
products for the public… Maybe it is awaiting 
scalable platforms? .

SUPPLY CHAIN

Many large companies (Accenture, Mastercard, 
Everledger and Amazon Web Services) are co-
operating to serve the supply chain segment. The 
specific goal is to create a circular economy where 
consumers would be able to reward producers 
according to their choices of production mode 
directly.

Alibaba is making progress with a project that 
uses DLT to manage complex cross-border supply 
chains. Reportedly, one of the features is to be 
able to streamline the interactions with official 
administrations.

Carrefour is betting further on blockchain. It has 
stated that it intends to track 20% of all its in-house 
products using DLT by the end of 2019! However, 
interestingly, it is in China that the adoption of 
supply-chain traceability looks set to capture 
the interest of customers the most. An example is 
pomelos sold in China, where 50% of customers 

scan the product and make the selection based on 
where it comes from. In France and Belgium, only 
one out of 20 customers will examine their pomelos. 
Asian people are more likely to test new technology 
– but this should come as no surprise: consumers are 
concerned about the origin of their food. Another 
exmple of blockchain technology conveying trust.

INFORMATION AND TELECOMMUNICATIONS

Amazon is creating its own family of DLT solutions, 
removing the “distributed” part. Their “Quantum 
Leger Database” technology proposes the same 
functionality that Ethereum has, and they are 
packaging it cautiously, not calling it a blockchain 
(the reason for using the word Quantum is also 
unclear). Of course, it probably scales better in a 
private environment.

Baidu is closing the gap on its competitor. The 
Baidu Blockchain Engine (BBE) platform has been 
presented as a kind of operating system allowing 
developers to produce blockchain applications 
“just like mobile apps”, and get around the storage 
and computing “bottlenecks” that are holding up 
blockchain’s potential. The publication says that 
the system uses a modular blockchain framework to 
provide developers with a multi-chain system that 
includes smart contract templates, DApp templates 
and other services aimed at making development 
fast and straightforward.

Orange is implementing a system to “fight fake 
news”, by verifying on a blockchain that the press 
communication comes from the specified company 
— in effect, tracking the authenticity of press 
releases thanks to their notarization.

IBM: for a while, it has been fair to say that 
everything that IBM does uses Hyperledger, and 
almost every project that uses Hyperledger does 
so due to the influence of IBM. The most prominent 
projects they are involved in include:

• TradeLens with Maersk, a follow-up for the 
container shipment business.

• TrustChain (ex Everledger), traceability of 
diamonds and other precious resources.

• An advertising project with MediaOcean.

• A Dubai blockchain platform, government-
endorsed.

• Food Trust, for traceability along the food sector 
supply chain, involving Carrefour, Walmart, 
and many others.

• IBM has recently ventured outside of 
Hyperledger by issuing a blockchain-based 
global payment network using the Stellar 
cryptocurrency. This is recognition of Stellar, 
and an interesting move, recognizing that they 
cannot bet only on Hyperledger.

Pundi X has released a phone that has a 
“blockchain mode”; when turned on (requires a 
data connection), all functions like call routing are 
performed in a decentralized manner, thanks to the 
usage of DApps.

A journalism platform is emerging, named Civil. 
Using tokens, participants will be able to challenge 
news items by betting tokens on what they consider 
to be fake or inappropriate information. The 
community will then vote, and winners will be 
rewarded.

MEDIA, INCLUDING SOCIAL NETWORKS

Rumors about a Facebook payment system 
have been incessant; it will be DLT-based and 
integrated into WhatsApp. Facebook is already 
well advanced with the roll-out and is negotiating 
a listing on the leading exchanges. India will be 
an ideal playground for this, as a large segment of 
the subcontinent’s population remains unbanked. 
Facebook CEO, Mark Zuckerberg has made a 
few announcements and is looking for additional 
funding to roll it out.

Privacy-oriented discussion applications continue 
to work on their solutions, Telegram being #1.

The New York Times has recruited a head of DLT 
publications. An exciting move for such a leading 
media organization.

TRANSPORTS

IBM hosted a colloquium in Shanghai to bring 
members of the Mobility Open Blockchain Initiative 
(MOBI ^^) together to discuss setting standards for 
the ecosystem. As with the energy sector, actors 
realize that if they act independently, chaos is 
likely to ensue, and there is a real need to define a 
commonly-endorsed protocol using DLT.

Automotive
Porsche has been exploring blockchain for over 
a year and has been developing blockchain 
applications to park cars, lock and unlock vehicles, 
and simplify the process of loaning company cars 
to employees.

BMV and GM are developing a way for vehicle 
manufacturers to share self-driving car data using 
blockchain. They claim that “data marketplaces call 
technically for blockchain because you can create 
an environment when rules are clear in terms of who 
shares what data.” In other words, instead of having 
each actor jealously guard its data, storing it in 
distributed ledgers would allow it to be more widely 
accessible while rewarding the owners accordingly. 
A smart implementation of Zero-Knowledge Proof 
principles would, for research, also enable the 
exploitation of data even without knowing the data.

Renault has sponsored a hackathon based on IOTA.

Shipping
The Maersk alliance is attracting even more 
members, the most recent being Livingston, a 
large “customs brokerage service provider”, i.e., a 
business helping customers to go through customs.

China Shipbuilding Industry Corporation has 
announced it is planning to use blockchain to finance 
its upstream suppliers. It is partnering with a bank to 
do so, thereby building a dedicated ecosystem.
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HEALTHCARE

It is noteworthy that healthcare, especially the 
pharmaceutical industry, is extensively researching 
DLTs. This is a specific ecosystem coordinating 
various types of actors and a range of operational 
functions:

• Traceability in the supply chain context, to 
ensure the authenticity of drugs and to fight 
counterfeiting, which is a considerable concern, 
costing the industry billions yearly. This is a 
classic and unique supply chain use case.

• Management of patient data: this is an important 
issue, as accessing patient data for scientific 
and industrial research is crucial and has 
significant value. Large companies that conduct 
research and development have a considerable 
interest in this area, as can be seen by the use of 
DLT in healthcare. More specifically, ownership 
and usage of patient data is a sensitive issue in 
modern societies, with governments preventing 
companies from systematically gathering and 
exploiting this data. Most of the time, however, 
official bodies are involved, dealing with patient 
medical data (e.g., in France). Gaining direct 
access to the healthcare records of individuals 
is seen as a key to gathering the information 
necessary to mine and hopefully find patterns 
and correlations that, in turn, can open the path 
to new drug research and design.

A new app on the new blockchain-enabled HTC 
phone, Exodus 1, can record some of your data, 
most of it linked to your behavior and health, and 
sell this data for cryptocurrency to healthcare 
companies.

ADMINISTRATION AND POLITICS

Legal
A sustained trend is that some specialized cabinets 
open and propose their services. This is, of course, 
because the demand is there, with most of their 
clients proposing cryptocurrencies as a means 
of payment, which will increase its usage and 
adoption!

Of course, there is a wide range of legal expertise 
available to the various actors, from operational 
licensing to framing ICOs, to opening a bank 
account. However, the most common request 
appears to be from retailers worried about 
accepting cryptocurrencies as payment. You can 
probably see the connection: yes, another sign of 
broader adoption.

Voting
Consensys has chosen South Burlington in the USA 
to conduct the test of a polling system. “Residents 
will be able to use the app to opine on issues like 
growth, affordable housing, traffic, a proposed 
bicycle and pedestrian bridge, and airplane noise”. 
The city mayor may have a specific question to ask, 
for example: Would the population be in favor of 
or against raising taxes by 1% in return for having 
a given pathway paved? This approach opens 
possibilities for more “direct” democracy, which 
people in Europe, like the French "Gilets Jaunes" 
(yellow vest movement), are demanding.

GAMING AND ENTERTAINMENT

Many potentials are seen in decentralizing 
gambling. With “the house” having immense power, 
as it does today, it could easily cheat because it 
manages the outcome of every bet. In particular, 
smart contracting on a public ledger could move the 
probability of winning closer to zero (as opposed 
to being negative, as it is today, due to the “house 
margin”, which makes gambling intrinsically a 
losing activity).

Blockchain support of gaming has specific 
requirements in terms of low latency and a high 
throughput rate, which in turn could help put 
pressure on the infrastructure’s developers to 
provide a suitable solution. Some attempts have 
already received exposure, such as TomoChain.

Some ICOs have come to light these days as 
supporting gaming projects; NEO-based Nash 
(mentioned earlier for its DEX capabilities) is another 
‘metaverse’ attempt, for instance. It is interesting to 
notice that these projects could have been launched 

based on centralized server technology, however, 
the concept of decentralized governance makes 
it viable for game enthusiast to invest their time to 
build virtual universes in the mode of the “Snow 
Crash” novel!

Ripple has invested close to 100 million euros, 
supporting game developers.

CONCLUSION ON INDUSTRIAL 
APPLICATIONS THROUGHOUT SECTORS

Many of the projects highlighted, across 
various industries, represent quite an impressive 
endorsement of the technology by many major and 
credible actors. This is a clear reply to those who 
continue saying that DLTs have not yet delivered a 
working solution for anything.

A striking aspect is the vast diversity of applications 
and the wide span of activities touched by the 
DLT revolution. Whether it directly serves the 
management of cryptocurrencies or the mere usage 
of the virtual machine tool to support an 
alternative implementation of otherwise 
continuous processes, virtually no area 
will remain untouched.

Some developers have an insistent view 
that the adoption of DLTs is primarily 
about making DLTs invisible; “We need 
to hide blockchain.” Talking about it 
creates more confusion in the minds of 
people, while what matters is service 
delivery. After all, how it works behind 
in the backend is not the user’s concern.

WOULD THE 

POPULATION BE IN 

FAVOR OF OR AGAINST 

RAISING TAXES BY 

1% IN RETURN FOR 

HAVING A GIVEN 

PATHWAY PAVED? 
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When applying our original classification, A/I/F/O/P, to the crypto-
assets that we assess as part of our in-depth analyses, we believe 
that using the functionality to classify crypto-assets is an appropriate 
approach. We have proved that the resulting groups of tokens are 
homogeneous, and the logic makes perfect sense. Irrespective of 
whether this classification gains acceptance, we will continue to base 
our analysis on it in future issues of Blockchain Quarterly.

However, in practice, we have recognized that we need to introduce 
a sixth functionality/characteristic to refine our classification of crypto 
assets: E vs Ē, which stands for “Execution environment”.

This addition is primarily intended to refine the “Infrastructure” 
component; in short, we need to make a distinction between DLTs that 
merely introduce a unit of account simultaneously with the deployment 
of the blockchain, from the platforms that provide an environment for 
logic execution attached to the ledger, i.e. a state machine coupled to 
the client software, that runs on every validating node of the network.

Let’s now review each functionality separately (that are then combined, 
depending on the crypto-asset).

A – ANONYMITY CHARACTERISTIC

As expected, some jurisdictions, including US State Texas and France, 
have started to voice their concerns about privacy-oriented coins. It 
will probably not be long before actual bans are announced. This is, of 
course, a big concern for crypto in general.

However, the situation is likely to be interesting because it is undetermined.

On the one hand, the acquisition and trade of these crypto-assets will be 
more difficult. At the extreme, exchanges may be obliged to delist such 
tokens to retain their licenses. Therefore, the demand for anonymous 
cryptocurrencies will be negatively affected, and the public may avoid 
these cryptos altogether.

On the other hand, the appeal due to its unique functionality will still be 
there, and several applications will need them to work properly; not the 
least being illegal activities, of course. However, as the cypherpunks’ 
vision was always to allow individuals to escape from the control of the 
government and big corporations, obviously a fraction of the population 
will still have an appetite, and there is no doubt that alternative ways of 
exchange will emerge. So, these crypto assets will continue to exist and 
gain traction, if only because of being outlawed.

People still like cash for a variety of reasons: for instance, if one does 
not appreciate merchants and marketers tracking them each time they 
purchase something, then using cash is a sure way not to be personally 
associated with buying patterns in their databases. Alternatively, if a 
person is comfortable purchasing a product that others would deem 
embarrassing or even shameful, even if not illegal – there is no reason 
to take this freedom away.

To sum up, there are several situations where traceability is problematic, 
and when some people prefer to use good-old cash. And anonymous 
cryptocurrencies are what comes closest to it.

(I)E – INFRASTRUCTURE (EXECUTION ENVIRONMENT) 
PLATFORMS

Let us make a comparison between existing DLT infrastructure platforms 
to illustrate in detail state of the art using various relevant parameters 
(refer to the table below). Some comments regarding this panel:

Consensus mode is important only as long as it allows a high throughput 
rate with fast confirmation. In this respect, PoW is not suitable (in addition 
to being statistically found), and most PoSs is also too slow, especially 
Ethereum, even post-scaling. Practical Byzantine Fault Tolerance and 
Federated Byzantine Agreement provide the best results, if one does 
not want an approach with some sort of delegated PoS – which, when 
implemented, often leads to degradation of decentralization – or a fully 
permissioned distributed ledger.

Even for highly scalable solutions, “scaling to infinite” is a continuing 
concern. Having a ceiling is restrictive for business applications, and 
currently only sharding / side-chains / Lightning Network / off-chain 
accounting is solutions. They all equate to registering transactions and 
running logic on a separate blockchain that is anchored to a higher one, 
in a pyramidal architecture; this can work well, but only if the interaction 
between participants can be segregated.

The quality of the execution environments offered by the various 
platforms is very heterogeneous. Some rudimentary solutions that are 
merely consensus engine do not have built-in space for code execution 
(Tendermint). Apart from Ethereum’s Solidity, it is a drawback for a 
platform to have its own specific language; this, in turn, is directly linked 
to the size and dynamism of the community around the platform.

Management of confidential data is a continuing concern and will 
probably remain so for the near future, with no practical solution 
available for industrials to use, except when it has been formulated from 
the beginning, e.g. in Corda’s approach.

TRENDS BY CRYPTO-
ASSET CLASS5
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BEST AMONG PEERS WORST AMONG PEERS

HIGH-RESOLUTION IMAGE OF THE TABLE: bqintel.com/dlt-infrastructure-compare 

PLATFORM
NAME

COMMENTS
CONSENSUS 

MODE

CONTROL ON 
PARTICIPATING 

NODES

DATA 
CONFIDENTIA-

LITY 

TRANSACTIONS 
PER SECOND PER 

SHARD

APPROACH TO 
"SCALING TO 

INFINITE"

VALIDATION 
TIME

SUPPORT OF 
SMART-

CONTRACTING

COST OF 
EXECUTION

MATURITY OF 
THE PLATFORM

CURRENCIES 
AVAILABLE ON-

CHAIN

DEVELOPMENT 
TEAM 

ROBUSTNESS

DEVELOPMENT 
ECOSYSTEM

ETHEREUM 
(pre-PoS upgrade)

PoW
Public distributed 

ledger

Not easy - to be 
engineered 
specifically

1x
Sharding from a 
"Beacon-chain"

10s
Built-in, 

Turing-complete

Gas, market 
price; can get 

expensive
Available All sorts

State-of-the-art 
and well funded

Largest existing

ETHEREUM 
(post-PoS upgrade)

PoS
Public distributed 

ledger

Not easy - to be 
engineered 
specifically

1000 Sharded 16s
Built-in, 

Turing-complete

Gas; price is 
manageable; if 
too expensive 

then new shard 
created

Yet to be 
deployed

All sorts
State-of-the-art 
and well funded

Largest existing

NEO

Same family as 
Ethereum

Delegated 
Byzantine Fault 

Tolerant

Public distributed 
ledger

Not easy - to be 
engineered 
specifically

100x
Probably some 

sort of sharding (a 
priori)

10s
Built-in, 

Turing-complete
Gas principle Available

Finance oriented, 
assets a priori on-

chain
Chinese

Non-specific 
programming 

languages

TRON

Focus on "dWeb"; 
based on 

Ethereum logic, 
with 27 elected 
nodes every 6h

dPos

Pseudo-
centralized; 

inconvenients from 
both world

Not easy - to be 
engineered 
specifically

1000
Probably some 
sort of sharding 

(a priori)

Around 2 blocks 
per second

Built-in, 
Turing-complete

Minimal Available

To be introduced 
by ad hoc bank; 

no technical 
problem

Heavily criticized 
for not being able 

to deliver

Smartcontracts in 
java (=not 
specific)

STELLAR

Federated 
Byzantine 
Agreement

Public distributed 
ledger

Not easy - to be 
engineered 
specifically

1000x

Not debated yet; 
sharding not a 
priority due to 
already decent 
throughput rate

3s
Not 

Turing-complete

Minimal, just to 
prevent network 

flooding
Available

To be introduced 
by ad hoc bank; 

no technical 
problem

Decent Decent

COSMOS

Byzantine Fault 
Tolerant

Permissionning is 
possible

Not easy - to be 
engineered 
specifically

100x
Specific 

architecture of 
sharding

<1s
Not supported 

natively
n/a Maturing

To be introduced 
by ad hoc bank; 

no technical 
problem

Decent
A number of real 

projects use it

EOS

Criticized for not 
being 

decentralized
dPoS

Pseudo-
centralized; 

inconvenients from 
both world

Not easy - to be 
engineered 
specifically

100x Sharding
Around 2 blocks 

per second
Built-in, 

Turing-complete

Free; paid 
through dilution 

over time
Available

To be introduced 
by ad hoc bank; 

no technical 
problem

Important and 
well funded

Large. And EOS's 
smartcontract 
code is non 

specific

CARDANO

PoS
Permissionning is 

possible

Not easy - to be 
engineered 
specifically

100x Sharded
Adjustable in 

Ouroboros, never 
lower than 0.5s

Built-in, 
Turing-complete

n/a
Yet to be 
deployed

To be introduced 
by ad hoc bank; 

no technical 
problem

Research-
oriented, 

technically 
excellent

Decent

TEZOS

Focus on on-chain 
governance

LPoS
Public distributed 

ledger

Some expressed 
plans to 

implement 
reccursive SNARK

1,000
Reccursive 

SNARKs… To be 
demonstrated

60s
Built-in, 

Turing-complete
n/a

Still developing, 
especially the 

smart-contracting 
environment

To be introduced 
by ad hoc bank; 

no technical 
problem

Contradictory 
comments; lots of 

mess with the 
Tezos Foundation

Own language: 
Michelson

QTUM

Implementation of 
a VM based on 
BTC's like UTXO 

logic

PoS
Public distributed 

ledger

Not easy - to be 
engineered 
specifically

10,000 Unknown 15s
Built-in, 

Turing-complete

Gas, market 
price; can get 

expensive
Available

To be introduced 
by ad hoc bank; 

no technical 
problem

Modest
Specific Qtum  
smart contract 

language
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PLATFORM
NAME

COMMENTS
CONSENSUS 

MODE

CONTROL ON 
PARTICIPATING 

NODES

DATA 
CONFIDENTIA-

LITY 

TRANSACTIONS 
PER SECOND PER 

SHARD

APPROACH TO 
"SCALING TO 

INFINITE"

VALIDATION 
TIME

SUPPORT OF 
SMART-

CONTRACTING

COST OF 
EXECUTION

MATURITY OF 
THE PLATFORM

CURRENCIES 
AVAILABLE ON-

CHAIN

DEVELOPMENT 
TEAM 

ROBUSTNESS

DEVELOPMENT 
ECOSYSTEM

ZILLIQA

PoS
Public distributed 

ledger

Not easy - to be 
engineered 
specifically

100x
Specific 

architecture of 
sharding

60s
Not Turing-

complete
Likely to be gas 

principle
Available

To be introduced 
by ad hoc bank; 

no technical 
problem

Decent Unknown

VECHAIN

Thought from the 
beginning for 

traceability and 
supply chain

In between Proof 
of Authority and 
Proof of Stake

Public distributed 
ledger

Not easy - to be 
engineered 
specifically

100x

Probably some 
sharding (not 

specified) - but 
already good 

scalability in basis

10s

Built-in, Turing-
complete; specific 
logics available 
serving supply-
chain use cases

Probably minimal Available

To be introduced 
by ad hoc bank; 

no technical 
problem

Modest Modest

IOTA

Direct Acyclic 
Graph

Gossip of gossip, 
+ currently 

authority by IOTA 
foundation; 

ultimately PoW

Public distributed 
ledger

Not easy - to be 
engineered 
specifically

1000x

In DAG structure, 
more participants, 

higher security 
and throughput

<1s
Not supported 

natively
n/a Available

Just IOTA as long 
as no 

smartcontracting 
can be agreed 

upon

Controversial 
opinions 

expressed about 
the team and the 

technology

Modest

NANO (ex- 
RAILBLOCKS)

Direct Acyclic 
Graph

Vote of 
"representative" 

nodes on gossips 
of gossips

Public distributed 
ledger

Not easy - to be 
engineered 
specifically

1000x

In DAG structure, 
more participants, 

higher security 
and throughput

4s
Not supported 

natively
n/a Available

Just NANO as 
long as no 

smartcontracting 
can be agreed 

upon

Decent Modest

HASHGRAPH

Direct Acyclic 
Graph

Gossip of gossip 
+ "Virtual voting", 
-> Asynchronous 
Bizantine Fault 

Tolerance

Only tested in 
permissionned 

environments so 
far

Not easy - to be 
engineered 
specifically

500000

In DAG structure, 
more participants, 

higher security 
and throughput

n/a

Probably under 
development; 
probably a 

challenge to make 
it supported

n/a Still not launched

To be introduced 
by ad-hoc bank; 
no tech. problem 

once 
smartcontracting

Decent Modest

CORDA

Relies on ad hoc 
Notaries 
identified 

beforehand

Access to the 
network is public, 

but records are 
privates

Yes 1000x

Naturally sharded 
as groups of 

nodes can talk 
directly

~2s
Built-in, 

Turing-complete

Free in principle; 
cost of running 

nodes and 
remunerating 

notaries

Available
Finance oriented, 
assets a priori on-

chain
A priori good

A number of real 
projects use it

QUORUM

Banking-oriented; 
JP-Morgan 

complexification 
of Ethereum

Ethereum's PoW 
on validating 

hashes of 
messages passed 

in private

Public network to 
pass and record 

informations; 
private data  via 
another chanel

Yes 1x
Sharding, 

probably like 
Ethereum

10s
Built-in, 

Turing-complete
Gas principle Available

Finance oriented, 
assets a priori on-

chain

Able to implement 
Ethereum's 

developments
Ethereum's

HYPERLEDGER 
FABRIC

Permissionned 
voting-based 

consensus
Permissionned

In principle yes; 
may hinder the 
functionalities

1000x Unknown <10s

A priori yes, but 
no actual obvious 

example 
implemented…

Free in principle; 
cost of running 

nodes
Available

Not architectured 
to propose it; all 

projects 
separated

IBM & Linux 
foundation

IBM (with pros 
and cons)

CONCORDIUM

Proof of Stake 
(with some 
refining on 

incentivation)

Permissionned Yes, promise 100x
Unknown, 
probably 
sharding

Promise to be fast

Built-in, Turing-
complete, and 

promise to make 
them upgradable

Gas principle (pre-
calculated)

Yet to be 
deployed

To be introduced 
by ad hoc bank; 

no technical 
problem

A priori good
Just starting; own 

language Oak

DFINITY

"Public 
decentralized 

cloud hosting next 
gen of software 
and services”

Proof of Stake
Public distributed 

ledger

Not easy - to be 
engineered 
specifically

1000
Unknown, 
probably 
sharding

120s
Built-in, 

Turing-complete
Gas principle Available

To be introduced 
by ad hoc bank; 

no technical 
problem

A priori brilliant 
minds contributing

Just starting

BEST AMONG PEERS WORST AMONG PEERS

HIGH-RESOLUTION IMAGE OF THE TABLE: bqintel.com/dlt-infrastructure-compare 
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I(Ē) – INFRASTRUCTURE FUNCTIONALITY

All of the trends that were highlighted in the previous 
Quarterly are not only still valid, but are increasing 
in significance:

• Bitcoin acceptance is increasing. A list of cities 
where BTC is accepted for retail purchases 
includes: Prague, Buenos Aires, San Francisco, 
Madrid, New York, Amsterdam, Bogota, 
Vancouver and Paris, in this order.

• The volatility of BTC continues to be consistently 
decreasing.

• Evolution of the lifespan of unspent transactions 
suggests that holder activity is increasing.

“Altcoins” have been more positive than Bitcoin in 
recent months, in the context of a promising trend 
reversal, but are still mired in deep uncertainty. 
How to interpret this is unclear; it depends on how 
you want to look at it. Somehow, the paths of asset 
classes have separated; the correlation among 
crypto-assets is easing. If this is confirmed in the 
next few months, then the ground lost by Bitcoin, 
with respect to its overall dominance, is both an 
opportunity and a concern. A concern because 
it can no longer be seen as an indicator that the 
crowd of altcoins will imitate its major moves. An 
opportunity, because it would be possible to take 
positions with limited concern that the movements 
of grand-daddy Bitcoin would harm legitimate 
significant or promising projects. The truth ultimately 
might be somewhere in the middle.

An individual, Craig Wright, is claiming that he is 
Satoshi Nakamoto. As he is unable to prove it by 
simply moving some Bitcoins originally mined, the 
community could not be more critical of his claim. 
Indeed, it appears highly likely that this individual’s 
claim to be Satoshi is not legitimate, however, 
Wright, who was behind the Bitcoin Satoshi Vision 
fork, is now actively suing some doubters who 
denied his claim.

F – FINANCING FUNCTIONALITY FAMILY 

“Utility Tokens” 2017-Style Icos
A lot of critics continue to express negative views on 
ICOs, despite the fact that the movement continues. 
One way to look at it is to admit that utility tokens 
are the real invention brought about by blockchain-
based financing.

Indeed, transitioning securities to a DLT support is 
positive; there is no doubt that it will revolutionize 
asset management jobs; fund managers will have 
to reinvent their processes, and a lot of automation 
will be introduced, etc. But in principle, not much 
will change: the rights and duties associated with 
tokenized securities will remain the same; further, 
the implementation of KYC and other constraints 
will have to be transposed on chain, which makes it 
practically impossible to offer them on decentralized 
exchanges, at least for primary offerings.

On the other hand, the variety of utilities that can 
be attached to an ICO token is opening up a new 
range of possibilities, with an easiness to manage 
never before envisioned This is why we continue to 
see so many projects going that way.

Another way to look at it is that even the notion of 
crowdfunding is addressing a need in the financing 
world. Today, young entrepreneurs that have a very 
good idea and want to reach for their dreams have 
an alternative to the conservative, codified process 
of VC / PE. ICOs are a great way to shortcut this, 
and provide access to funding for great projects that 
have no support from traditional financing bodies. 
The high risk remains, of course, but is supported by 
a crowd instead of by a few bigwigs.

What we can say is that the principle still has 
definite interest. Naturally, apart from Binance, 
the model still has to demonstrate that it can fly in 
general, i.e. deliver a superior return to investors, 
with a successful platform, as most of the proposed 
utilities are complicated for investors to understand 
and evaluate, and also for businesses to implement. 
However, we would not bet that no utility token will 
prove to be a success, and that all utility tokens will 
disappear.

Security tokens offerings
STOs are reported to have increased by 130% 
in the first quarter of 2019, compared to the last 
quarter of 2018, again showing a reversal of the 
trend of 2018.

Data shows that, of almost 50 cases, 11 were in the 
US, 4 in Switzerland.

Every day that passes brings news of some 
regulators working on a framework for STO; Hong 
Kong, Mauritius, USA, Thailand, Switzerland, etc. 
Nobody serious enough about remaining a financial 
hub can avoid proposing a legal approach to 
securities on blockchain. We have always said that, 
regarding DLT applications, if only one was meant 
to succeed it would be a transposition of stocks and 
bonds as on-chain-managed assets. This always 
appeared as inevitable to us, and there is less doubt 
than ever that it is coming.

Initial Exchange Offering (IEO)
This is not a new phenomenon, but one that is 
receiving some recognition: instead of offering 
tokens through an ICO, getting the help of exchange 
like Binance to offer the token to the public initially 
is clearly an easier way to go.

This has many advantages: for the investor, it 
indicates that the participating exchange has 
conducted at least basic checks to ensure it is not 
a scam; all the KYC requirements would have been 
addressed, thanks to the standard procedures of the 
exchange. This is far less hassle for the fundraising 
team, and also addresses the concerns of investors.

Airdrops
We do not hear much these days about airdrops, 
however the practice has not disappeared. 
The approach to raising funds and engaging a 
community through the distribution of free tokens 
continues to be practiced.

Various engagement schemes exist; not only are 
on-chain mechanisms still common practice, but 
registering before requesting tokens is being 

used more and more by young companies and 
foundations to register users and know who their 
stakeholders are.

O – ASSET OWNERSHIP / CONCRETE ASSET 
REPRESENTATION

Tokenization of assets is a whole subject in itself. 
Let us review what is going on by asset class. 
[For securities, please refer to the earlier “STO” 
paragraph.]

It must be highlighted that, for a physical asset 
that is unique, such as a collectible, the subject of 
tokenization can be separated into two parts: the 
fractionability of ownership on one hand allows 
crowd-ownership (and the crowd receives the 
profits), and on the other hand, traceability.

Real estate
“Prop-tech” young companies are gaining 
momentum, as more and more real estate 
tokenization projects come to maturity. 

A 3-million-euro real estate development (a 
restaurant + 18 apartments) has been sold in 
Switzerland using blockchain. The development 
was implemented on the Ethereum blockchain, and 
was paid for using tokenized Swiss Franc. So, while 
technically interesting, it is a significant additional 
sign of tokenized fiat being utilized in an actual 
application, and real estate embracing the transfer 
of property titles to the blockchain.

Tokenized real estate is considered a security in the 
US and elsewhere; this is a clear fact. Entering into 
this business requires coping with the very stringent 
impositions that are in place – at least for now.

Other attempts at real estate tokenization have 
been made on R3’s Corda.

Commodities, including precious metals
Tokenized gold is not gaining huge traction these 
days, but it seems to be doing a good job of tracking 
the gold price. In principle, it is demonstrating that 
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the approach holds, even if tokenized gold is not yet 
commercially ready.

The CEO of a Russian nickel and palladium 
mining and smelting company plans to create a 
cryptocurrency backed by palladium through a 
Switzerland-based fund. In other words, palladium 
could be used as a crypto-currency, thereby 
generalizing the precious metal tokenization 
principle even further. Always an interesting topic 
to follow!

Loyalty program points
Various projects have been launched based on 
loyalty programs. As with many other cases, it is 
difficult to keep track of all of them, but FNB-protocol 
and Smathium are among the latest reported.

Artists and athletes’ careers
The idea is good and some initiatives continue to 
explore the opportunity: Ikisport is one of them; 
a French initiative, focusing primarily on tennis 
players.

Collectibles (art, luxury, historical objects, etc.)
The tokenization of the Warhol painting that we 
highlighted in the previous Quarterly obviously 
had a big impact in the art world. A lot of actors 
have been impressed and commented on that. If 
blockchain is able to change the art business, then 
really there is unlikely to be an area that will not be 
impacted! No doubt, many actors are now looking 
at how they can do the same.

P – PAYMENT FUNCTIONALITY

Let’s try to evaluate the dynamic of the monetary 
mass that results from the payment function of pure 
cryptocurrencies.

First, let’s acknowledge that cryptocurrencies are 
likely to exist along with official fiat, at least for 
non-anonymous cryptos, and that they will have 
some value because this is required for the network 
to continue run and be secure. The question is, 
what is the monetary mass that will result from the 
usage across many countries, and the total value 

from individuals who believe it is stronger or safer 
than fiat, and who want it to serve as a means of 
payment?

To answer this, we have to consider the value 
represented by the total amount of paper notes and 
coins that are currently circulating on the planet, 
which is estimated to be 10 trillion euros. Then we 
have to add the value of “narrow money” that is 
held by people in their checking deposits. Then we 
have to estimate the direct payment monetary mass 
that is used today, which amounts to another 20 
trillion euros, giving a total of 30 trillion euros.

What percentage of this total is likely to be served 
by pure cryptocurrencies, anonymous or not? This 
is difficult to estimate, of course, however, even if it 
is just 10%, the market cap will be in the region of 
3 trillion euros. Compared to today’s 150 billion, 
there is a substantial room for growth.

In the next Quarterly, we will discuss, by crypto-
asset class, what can reasonably be expected in 
terms of ultimate market capitalization, if the recent 
run of price increase is confirmed over the next few 
years.
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As usual, but specifically in this Section, it is assumed that the reader is 
up to speed with studies covered in previous reports. Past Blockchain 
Quarterly issues can be accessed through our website.

INVESTMENT IN DLT TECHNOLOGIES

Somehow, investment in purely distributed ledger technology occurred 
mainly in 2016-2017. The main projects with creative ideas have been 
generously funded by their ICOs and the appreciation of their tokens 
in the past few years; Cardano is a typical example. Furthermore, 
communities of developers are active in refining the protocols, and work 
mainly for the sake of making their “product” the best it can possibly be, 
now that there are sufficient proposals to confirm fundamental progress.

Investment in recent times has been mainly in application projects. After 
the ICO funding phase, private equity and wealthy individual investors 
have regained some ground in this respect. And of course, large 
companies and consortiums back their own ventures and pilots, that they 
then try to roll out.

CONSENSUS MODE – AND GOVERNANCE

The consensus method on DLTs largely determines the scalability of the 
infrastructure, and in general, scalability features need to be governed 
carefully. Therefore, we discuss these topics mostly within the paragraph 
on scalability. In this issue of Blockchain Quarterly, please also refer to 
the comparison between execution platform infrastructures.

Technical developments on consensus modes
The EOS consensus mode has been experiencing minor difficulty. Some 
black-listed addresses were able to perform a transaction, thanks to one 
of the block producers not updating their black-listed address list. This 
cast light on the touchy governance of EOS, or generally speaking, of 
blockchains that implement a limited level of decentralization.

Governance
Tezos completed its first blockchain vote in March, which was a historic 
achievement for them. It was between two alternatives, “Athens A” 
and “Athens B”, and concerned some amendments to the protocol that 
would impose a hard fork if not coordinated. Only half of the community 
(validators = bakers) actually voted. Athens A won, increasing the 
computation limit per block, and decreasing the staking amount to be 
selected as a baker. Overall, the test was successful.

Hard forks
Debates about hard forks of the main blockchains have decreased in 
the past year. 

This would tend to indicate that communities of developers and miners 
have merged, at least partially, in their visions. Or it could be because 
less incompatible evolutions have come to light. Anyway, fewer forks 
are good news for the sustainability of blockchain implementations.

SCALABILITY

Scalability in terms of transactions per unit of time

Bitcoin
On Bitcoin, the Lightning Network continues to gain momentum:

An app, Tippin, launched on Twitter, enables users to send small amounts 
of Bitcoin as tweets to selected Twitter accounts. This is introducing the 
use of Bitcoin in a very concrete way on an operational and widely-
used platform – quite a milestone!

The capacity surpassed 3-million-euros worth of Bitcoin. It is reported to 
have more nodes than XRP, LTC and EOS combined.

A “Lightning Torch” has been passed from celebrity to celebrity, each 
one adding a fraction of a Bitcoin; the torch quickly gathered over 100 
euros, and its size has now reached its limit; the current liquidity of the 
network is not sufficient for it to easily move further.

Some critics have emerged, while others have qualified it as “semi custodial 
banking”, with the “degree of custodianship [being] proportional to the 
fee required to escape from a non-cooperative channel." And the point 
seems perfectly valid. It raises the question of how likely the channel is 
to misbehave, and how a non-KYC-AML-enslaved channel will be able 
to resist regulatory pressure and retaliatory action.

Etherium
Joseph Lubin, owner of Consensys, has expressed why, in his view, 
the solutions competing against Ethereum are not viable. With reason, 
his criticisms mostly focus on the reduced level of freedom and 
decentralization that Corda, Fabric, EOS, etc. present, compared to 
Ethereum. Of course, one would argue that not all applications will 
require the level of trustless environment that Ethereum is proposing. The 
debate is philosophical rather than anything else: but still, we reckon 
that, for non-permissioned networks, Ethereum still is the project of 
choice, with no equivalent.

The Constantinople hard fork has been implemented, with limited actual 
effect, being merely a necessary step on the way to PoS implementation 
later on that will be the real thing.

LATEST ADVANCEMENTS 
IN DLT TECHNOLOGIES6
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Cardano
Input Output Hong Kong is the technical 
organization behind Cardano that provides updates 
on scalability and interoperability, and announces 
overall progress.

Quite disappointingly, the Cardano Foundation 
council repeatedly proves its ineffectivness at 
various opportunities, such as the Crypto Valley 
Summit or random meetups. Insiders confirm this 
public perception.

EOS
EOS continues to gain momentum, in comparison 
with Ethereum, merely for its higher scalability.

OmiseGo 
OmiseGo has released the alpha version of its 
network, Ari, implementing a version of plasma, 
usable in particular for ERC20 tokens. In application 
of the plasma principle, the load is transferred from 
the main chain to a child chain, thereby providing 
interesting performance, with a test achieving 
almost 3,000 transactions per second.

Scalability in terms of ledger sizes
At the moment, the issue of ledger size has not yet 
surfaced, mainly due to low scalability. Only when 
throughput rates increase will we find ourselves 
having to deal with high volumes of data within the 
ledger.

It might be necessary, at some point in time, to 
implement some of the solutions that we described in 
earlier editions of Blockchain Quarterly. Ultimately 
they assume increased confidence in the nodes that 
are going to store all of the data, and remuneration 
for those who will take on the burden of maintaining 
the entire ledger, which will be costly. Maybe this 
will turn out to be the real cost of decentralization.

A decentralized data storage system may be relied 
upon, in some cases, to enable blockchain to work.

CONFIRMATION TIME: FINALIZATION 
MECHANISMS

Also hidden by the scalability issue is the confirmation 
time required by commercial applications. For 
those who trade the financial markets, for instance, 
confirmation time is a key parameter. It would not 
be acceptable for an order to take more than half 
a second to be processed and for feedback to be 
provided. A slower response time would require a 
change in the behavior of traders, and would be 
regarded as an unacceptable regression.

The statistics related to block discovery in PoW 
adds to the issue of slow block validation: a long 
confirmation time is one thing, but it is commercially 
unacceptable for applications to be at risk of having 
a situation where a block takes much longer than 
usual to confirm, just because “it happens”. As such, 
these considerations add weight to the requirement 
for alternative consensus modes to be implemented 
in enterprise-grade blockchains.

INTEROPERABILITY

Cosmos has released its live software, with the first 
block mined on March 13th. Let’s take the occasion 
to describe in more detail what the Cosmos project 
aims at. The project presents itself as the “most 
scalable, powerful, customizable, interoperable 
ecosystem of connected blockchains”.

PoW is discarded in favor of PoS, due to the higher 
throughput rate, thanks to the Tendermint Byzantine 
Fault Tolerant consensus protocol. Without diving 
too deeply into it, Tendermint is designed to be the 
simplest possible and a never-to-fork PoS consensus 
engine, so not having to wait for transaction 
confirmation results in high-speed transaction 
execution.

Cosmos is architectured as a network of many 
independent blockchains that are called “zones”; 
each zone is powered by Tendermint Core. The 
first zone is called the “Cosmos Hub”. All inter-
zone transfers pass through the Cosmos Hub, which 
keeps track of the total amount of tokens held by 
each zone. Somehow, each zone is isolated from 
the potential failure of another zone. Anyone can 
connect a new zone to the system. One would note 

similarities with the intended Ethereum sharding 
system architecture.

On the Cosmos Hub, multiple types of assets can 
be owned by individual users or by zones. These 
tokenized assets can be moved from one zone 
to another, thanks to a special packet relying 
on InterBlockchain Communication (IBC), which 
is touted to be a messaging protocol between 
blockchains, similar to what TCP/IP is to the Internet. 
This IBC packet is called a “coin packet”. The Hub 
is responsible for preserving the global invariance 
of the total amount of each type of token across all 
the zones. The packet needs to be committed by the 
sender, the hub and the receiving blockchain.

An interesting feature is that a given zone can act as 
a bridge to another DLT / cryptocurrency.

Cosmos insists on “usability”, which is the promotion 
of a developer-friendly modular framework to build 
blockchains.

On-chain governance is built-in.

ATOM, the native cryptocurrency of the new 
blockchain Hub, cannot be transferred at the 
moment; an on-chain vote may one day authorize 
the transfers when the network is deemed to be 
stable.

It is also worth highlighting in this section that 
Accenture has patented two solutions focused on 
interoperability. One deals with a smart-contract 
that uses a pre-commit authorization that enables 
the sender to lock the token data on the blockchain 
while waiting for confirmation from the receiver.

PRIVACY – CONFIDENTIALITY
MimbleWimble

The two implementations of MW, Grin and Beam, 
have some history worth mentioning: Grin came 
first, followed by Beam came, initially raising 
suspicion as it was not open source. Beam has a 
corporate structure and some interests that are 
pushing it, while Grin has retained a research focus, 

with a community in charge of it. So, it can be 
regarded as mainly still with the realm of amateurs, 
with developers working only part-time. It seems 
that Grin intends to be a currency, whereas Beam 
aims at being a store of value, akin to BTC.

In summary, some news from the small, but loyal 
MW village:

• Beam has announced a plan to create a 
MimbleWimble-compatible Lightning Network.

• Grin has voted to contract a third full-time 
developer.

• LiteCoin is reported to be considering 
implementing MimbleWimble, possibly through 
extension blocks.

• So far, MW is not quantum resistant.

Zero Knowledge Proof
ZKP is becoming increasingly better understood 
by development teams – at least as far as its 
implementation is concerned. As a result, we are 
seeing an increasing number of projects that claim 
to have implemented it, or plan to implement it in 
their solution.

VOLATILITY

Analysis of volatility
Volatility has been at very low levels this winter, 
with many analysts thinking it would lead to a price 
surge, as it did in 2015. They were right.

Stablecoins
The main topic to discuss here is the trend of 
large, traditional investment banks issuing their 
crypto-fiat. JP Morgan has gone big with this. We 
highlighted earlier that this is potentially impactful 
in terms of macroeconomics and terms of fiat 
money creation and circulation, but it goes beyond 
that. Many people are talking about it, including 
many critics from the pure crypto-sphere; activists 
and enthusiasts, but also much concern are being 
expressed within the financial industry. JP Morgan’s 
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competitors are working hard to keep pace: 
Citigroup especially is doing the same. So, what is 
there about it that makes it especially interesting to 
comment on?

This token is of permissioned nature, it is JP 
Morgan’s DLT-operated ecosystem that manages 
the blockchain, and handles the unit of value. They 
have decided to match each token to one USD; that 
is their choice, but it is, of course, a convention: 
these coins are merely accounting tools. But for 
the big banks, this opens the door to something as 
important as replacing its books! The way they are 
going to switch their accounting system, interface 
it and transition it from the legacy systems is their 
business. It may take quite some time, but it looks 
like they have triggered exactly that.

Furthermore, once relevant money management 
processes occur using DLT, the world of smart-
contracted automation will open up. This is, of 
course, a huge thing for banking institutions, 
because streamlining several processes is within 
reach – not to mention potential removal of errors 
from business processes, and benefiting fully from 
the distributed ledger’s “auditability by design”. 
Therein probably lies most of the motivation of banks 
to issue “stablecoins”, in the form of tokenized fiat.

As it is permissioned and unilaterally deployed by 
a given bank, or several given banks, without any 
coordination, the financial sector is in effect entering 
into a competitive landscape where each will have 
an in-house solution. This is understandable, as 
controlling the IT system that is required to be at the 
core of the operation of these companies is perfectly 
strategical and needs to be tightly managed.

Somehow here, we get the impression of what 
a “banking supported by DLT” might look like, 
as derived from the legacy system. JP Morgan 
and others have decided to engage and devise 
a solution. In the future, we may see a new kind 
of decentralized bank, with a group of people 
providing services independently on it. We should 
wait and see which system will win. Interesting times 
ahead in banking.

Regarding some other news, in summary: 

• Tether has started to issue its stablecoin on the 
Tron infrastructure. It is still unable to provide 
any auditing, and has recently admitted that it 
is not entirely 100% backed by the USD.

• OrmeusCoin, a so-called stablecoin, has risen 
sharply in price; it is supposedly backed by 
crypto mining proceeds, with 40% reinvested in 
mining hardware, and 40% secured in a vault.

• Dai is managing its parameters through an on-
chain poll: a vote is being held to decide if the 
interest rate should be increased to 4%.

• BM’s system on the Stellar involves a USD-
tokenized stablecoin.

The Stablecoin.Foundation is active in Geneva, 
with the following mission statement: “Stablecoin 
Foundation represents the collective interests of 
Stablecoin issuers to unify the industry to promote 
the global mass adoption of cryptocurrency with 
a stable store of value through collaboration, 
advocacy, education, research and independent 
fact-based news using a hybrid centralized / 
decentralized framework and governance model.”

STANDARDIZATION

Whether it be in terms of consensus modes, scaling 
solutions or other DLT features, we have the feeling 
that only a reduced number of alternatives will 
ultimately remain as the basis of decentralized 
currencies, and for information management 
applications.

In the case of a given sector’s approach to the 
use of blockchain to support redesigned business 
processes, we can only observe that many different 
actors, consortiums of incumbents or start-ups, 
ICOed or not, are striving independently to 
implement their infrastructure and applications to 
solve issues related to their part of the value chain. 
Indeed, it is rare for a single development initiative 
to cover all of the required end-to-end processes, 

to integrate all parties in the solution. Rather, the 
norm is for projects to focus on a specific use-case 
on which to run the business.

If we take a step back, it appears evident that 
numerous actors are trying to suggest that their 
approach and thinking is superior. If this continues, 
we are going to have a lot of interfaces and 
inefficiencies between many blockchains, even 
if they manage to communicate (interoperate) 
with each other. We are of the view that the 
best approach is for a given sector to adopt a 
common base infrastructure or protocol that can 
be adopted by all actors to conduct their business 
and communicate efficiently with other participants: 
clients, providers, partners, developers, operators, 
insurers, investors, etc.

Many products and services can then be built on 
this base layer or protocol; this is the application 
layer, where competition is likely to be fierce, and 
standardization, if it happens, would likely be in 
the form of Google’s or Binance’s monopolistic, de 
facto dominance.

There is likely to be several standards of DLTs, in 
which case we should have a single protocol 
definition per industry sector, using one distributed 
ledger technology to support the standard 
processes for the relevant sector/ecosystem; and 
only then should applications be built to offer and 
provide actual services.

However, before we define robust and specific 
standards for the base layer, a lot of the technical 
features of present DLTs still require optimization.

SYNERGIES WITH OTHER TECHNOLOGIES

IoT synergy
There is not much to add to what has been said 
in previous editions of this Quarterly. We will just 
state the obvious, that IoT is needed by blockchain 
applications, as devices with an on-chain 
identification, that are there to provide information 
from the real world (connected captors) and extract 
information (connected actuators).

Artificial intelligence
On this topic as well, most have already been said. 
Let us just mention an interesting development that 
we bet is here to stay: “Decentralized Artificial 
Intelligence”!

MOMENTUM GAINED BY DLT ALTERNATIVES 
TO BLOCKCHAIN

Direct Acyclic Graph (=Tangle)
A new child in the DAG family has been born, 
named Obyte, from Russia. It defines itself as an 
“open cryptocurrency platform providing users 
with unbreachable contracts, controlled identities, 
ability to develop applications, and send payments 
over any network”.

Corda, Hyperledger and other permissioned 
non-blockchain DLTs
R3, the company that produced Corda, has been 
working on expansion plans to diversify its outreach 
from the financial sector to other industries. At this 
time, it seems that there is disagreement between 
the founders, causing one of them to leave the 
company.

CRYPTOGRAPHIC KEYS MANAGEMENT ON 
PERSONAL WALLETS

The CEO of a Canadian exchange, QuadrigaCX, 
has died. He was the only person in possession 
of the private keys for most of the crypto assets 
held in cold wallets. Consequently, the exchange 
is bankrupt. Ernest & Young are in the process of 
trying to recover any assets that can still be found.

If anything, this once again emphasizes the 
difficulty of safely and properly managing crypto 
assets for oneself and others. The QuadrigaCX 
story received much exposure, and validates the 
view that everyone should own their private keys, 
and not give control of their assets to a third party.

MALICIOUS ACTIVITIES

Double spending – the 51% attack
The re-writing of the Ethereum Classic chain in 
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early January is a concern for the sector, with good 
reason. No less than 400,000 euros were stolen in 
real double-spends – shocking by all standards.

One very important comment on this 51% threat is 
to highlight that the consequences of such an attack 
on, say, Bitcoin would be pretty difficult to deal with.

On the one hand, the offenders would be identified, 
and pretty easily. It would be difficult even to hide 
the preparation of mobilizing such a huge mining 
effort. If it were a collusion between mining pools, 
it would be immediately evident to observers. 
So, concealing the action would be practically 
impossible, and far too costly for the expected 
benefits, not to mention that the underlying asset 
would collapse in value.

On the other hand, it does not seem that any laws 
can be easily enforced against such an act: a 
double-spend on a blockchain is not something that 
is clearly defined in the law, let alone, punished! 
DLT protocols are what they are, and purists will 
argue that a 51% attack is, after all, playing by the 
rules of the protocol.

Further, which jurisdiction would apply? The 
offender may be in one country, and the double-
spend victim in another, with incompatible laws, not 
to mention a scenario where cryptocurrencies are 
banned in the victim’s country: what sort of recourse 
would there be then?

Another double-spend theft occurred throughout 
Canada. In 7 cities, Bitcoin ATMs were subject 
to a theft worth close to 200,000 euros. Most 
of the ATMs relied on zero confirmation from 
the blockchain, making it possible for aware 
individuals to withdraw fiat cash in exchange for 
Bitcoin simultaneously in several locations, hence, 
effectively withdrawing the same cryptocurrency 
twice. The loop exploited here is the “Replace by 
Fee” (RBF) mechanism in the BTC protocol, which 
instructs miners to replace a transaction of a given 
type and a given amount by a similar transaction of 
the same type and amount, but for a higher fee. The 
mechanism is provided so that a user can speed up 

the processing of a non-confirmed transaction by 
increasing the mining fee. In this case, the offenders 
used it to steal from the unaware ATM operators. It’s 
rather surprising that this has not happened before.

Partition attack
We have not previously discussed this sort of attack. 
The idea is to try to separate the nodes participating 
in a blockchain into two partitions, where it would 
be impossible for a participant in one partition to 
transact with a participant in the other.

It gets quite technical quickly, but in short, it is not 
blockchain that has the vulnerability, but the internet 
itself, on which it is built. The so-called Border 
Gateway Protocol, sometimes referred to as the 
internet’s biggest security hole, can, if exploited, 
allow an attacker to split the blockchain (Bitcoin’s 
or any other) in two.

While this is likely to remain a minor concern overall 
compared to other threats, some researchers 
are working on solutions. In particular, a Swiss 
team is developing SABRE as a dedicated small 
network of nodes strategically located to always 
be interconnected. Other researchers have recently 
performed a Bitcoin transaction communicating 
via radio waves, thereby showing that, even if the 
internet, as we know it, is down, participants can 
still interact.

Market Manipulations
Let’s recall the BitWise analysis of fake volumes 
reported by exchanges; please refer to the 
paragraph on Volumes for details.

Bitcoin and cryptocurrencies are, more than ever, 
a wild west, as was shown again by the obvious 
simultaneous large buy orders on five exchanges on 
April 2nd.

And with more participants, bigger markets and 
increased prices, whales are playing everywhere 
and spilling more water than before.

Thefts
Cases of violent physical assault on crypto asset 

holders are constantly being reported. A recent 
example occurred in the Netherlands and another 
in Thailand. This is not entirely surprising, but is, 
of course, a reminder that the weak point in the 
chain simply moves when the transfer of value itself 
is made secure, and holding access to your asset 
makes you vulnerable to direct physical threats from 
“classic” thieves…

Therefore, crypto assets custody services are going 
to be an ongoing concern.

Mining malware
With reasonable crypto prices, mining malware is 
also far less profitable, hence crypto-jacking has 
almost disappeared – for the moment.

CONCLUSION OF TECHNICAL 
DEVELOPMENTS

Overall, in this quarter, teams continued working, 
and have produced definite progress that has 
delivered some of the promises in 2017 whitepapers: 
the release of operating versions of major projects 
such as Cosmos and OmiseGO confirms this.

However, this progress has been incremental, 
and there is no disruptive breakthrough to report. 
Therefore, the indications are that technological 
development still has a long way to go. In particular, 
scalability remains an issue, and some sort of 
sharding solution will ultimately emerge, as current 
communication protocols continue to be a limitation; 
the careful architecture of shards might be the real 
challenge for industrial applications.
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JAPAN

Japan is preparing to share its experience with cryptocurrency regulations 
at the next G20 meeting to be held in Osaka in June, 2019. Observing 
that no clear rules existed, Japanese authorities have decided to put 
theirs in a guidebook, to gather the know-how in a form available to all 
jurisdictions, to increase the level of regulation. This includes measures 
against cyber-attacks, rules to identify suspicious transactions, etc.

Limitations to margin trading have been implemented.

Accusations and inquiries related to money laundering have increased 
dramatically in Japan year-on-year (+1000%).

The CEO of Softbank admitted that he got caught up in the 2017 Bitcoin 
fever, and lost over 100M euros.

SOUTH KOREA

Civilian pressure is mounting for the government to ease regulation 
around cryptocurrencies, ICOs and other speculative activities related 
to DLTs. Based on announcements by officials, it appears to have been 
successful, as a revision of the regulations is being considered, notably 
the ban of ICOs. The Chairman of the National Assembly said that 
“it’s time to move on to the next phase of regulation which encourages 
growth and innovation, since South Korean investors are now fairly 
informed on the dangers that come with investing in cryptocurrencies 
and blockchain.”

KT Corporation, a South Korean telecommunications company, has 
been selected to develop a local cryptocurrency for the city of Gimpo. 
The municipality plans to issue 8M euros of crypto currency per year, to 
finance its budget. The currency will be used by Gimpo’s merchants. One 
goal is to “revitalize the local economy”. This is, of course, an interesting 
case of an official community using DLT to issue its own money.

NORTH KOREA

North Korea is one of many US-sanctioned countries that have tried to 
bypass sanctions using crypto. Hacked cryptocurrencies are laundered, 
thereby circumventing the economic sanctions. Some observers firmly 
believe that North Korea has used at least some of the proceedings from 
its crypto-currencies thefts to fund the development of nuclear weapons.

CHINA (MAINLAND)

Chinese authorities have announced that they are considering clamping 
down on Bitcoin mining. This is significant, and, surprisingly, this news 
has had little effect on BTC prices. In effect, mining has been added 
to the list of businesses that the National Development and Reform 
Commission want to restrict, or phase out.

Chinese citizens are banned from buying cryptocurrencies with yuan. 
As a result, the only way they have to invest is to find a counterparty, 
“physically”, or “over the counter”, which is cumbersome and less liquid, 
and they end-up paying a premium as high as 4-5%. This can be taken 
as a sign or an artifact of the higher demand for Bitcoin and other 
cryptos on the Chinese continent.

Guangdong Province has decided to use blockchain-based electronic 
tax invoices for e-commerce.

A blockchain notary office opened in Beijing.

CHINA (HONG KONG)

Hong Kong’s Securities regulator has issued “detailed guidance” for 
security token offerings.

THAILAND

The country’s securities regulator has approved the release of a portal 
for Initial Coins Offerings. This site helps investors to screen ICOs, 
conduct due diligence, prove the smart contract code, and compare 
KYC processes.

The country also has given the green light to STOs. It is now legal for 
businesses to raise funds using distributed ledger token representation 
of financial titles.

Thailand has refined its definition of what constitutes a cryptocurrency: 
a “medium of exchanging goods” – different from digital tokens, which 
are “rights to take part in an investment”.

INDONESIA

In February, legislation was passed that officially recognizes Bitcoin 
and other digital assets as trading commodities.

Further, Indonesia’s commodity futures regulator has established a legal 
framework for operating futures markets for crypto and digital assets.

OVERVIEW BY COUNTRY7
ASIA
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The country has also passed laws that regulate the 
trading of cryptocurrency futures. The regulator 
insists on the need to conduct AML/CFT, and has 
added additional requirements (e.g. solvency).

Meanwhile, the use of cryptocurrencies, as a means 
of payment, is still prohibited in the country.

INDIA

India is continuing to relax its position, having 
been especially unfavorable to cryptos, until now. 
In early March, the Supreme Court of India gave 
the Indian government four weeks to come up with 
cryptocurrency regulations before making its ruling 
on pending crypto cases. This follows a hearing by 
the court of petitions against the crypto banking 
ban by the central bank. Since then, the delay has 
been extended, and the eventual decision was 
postponed at the request of the government.

Meanwhile, the Reserve Bank of India announced 
a regulatory sandbox for blockchain applications, 
thereby implicitly approving technological initiatives 
by the financial sector – while also explicitly 
restating its rejection of Bitcoin.

Tata Consultancy Services Limited is actively working 
on several decentralized projects leveraging R3s 
DLT platform and Microsoft’s Azure tools.

Popular manifestation occurred supporting the 
opening, hoping to make India (especially Delhi, 
Bangalore and Hyderabad) a blockchain hub.

PAKISTAN

Pakistan has introduced licensing schemes for crypto 
firms. Authorities there have decided to introduce 
regulations for Electronic Money Institutions (EMIs), 
following recommendations from the Financial 
Action Task Force. In essence, it is about imposing 
some rules and regulation.

IRAN

Iran has launched its gold-backed cryptocurrency, 

the Peyman, in an attempt to evade US sanctions. 
This is nothing new: Venezuela’s Petro was aiming for 
the same goal. However, Iran probably has a more 
articulate and robust approach than Venezuela: 
the initiative here is about pushing local banks to 
tokenize their (precious metal) assets. Of course, 
it all depends on the level of confidence that one 
has in the current and future Iranian governments to 
enforce the delivery of the assets to token holders, 
if the economic situation does not turn out to be 
favorable for the country.

UNITED ARABIAN EMIRATES

Emaar group, the owner of the Burj Khalifa is 
considering issuing its token, with the help of Lykke, 
as an ERC20. The shops at Burj Khalifa, the tallest 
building in the world, will accept the token.

BAHRAIN

The tiny oil and gas island claims that it will 
“become the first Arab nation to regulate Bitcoin 
comprehensively." Special features of this regulation 
include enhanced due diligence on customers, and 
responsibility to educate clients; in other words, if 
a customer-investor loses money and claims to lack 
an understanding, the financial institution could be 
held responsible.

The question of whether cryptocurrencies are 
acceptable, according to religious law, is a serious 
debate. Stellar was the first distributed ledger to 
obtain a Shariah compliance certification in the 
fields of money transfers and asset tokenization. 
BTC, ETH and LTC are the other three that comply.

EUROPE
RUSSIA

President Vladimir Putin is personally putting 
pressure on the government to define and adopt 
regulations regarding crypto assets. He has even 
set a deadline for doing so: July 1st, 2019.

The Russian Ministry of Transport is involved in the 
Tradelens shipping project, managed by Maersk 
and IBM. It will be deployed in the Port of St. 
Petersburg.

Political opposition is receiving funding in 
cryptocurrency: Alexei Navalny recently raised 
591 BTC in donations; it was noticed that a number 
of these payments arrived soon after Navalny 
published results of an anti-corruption investigation.

US investigators claim to have followed a trail 
of Bitcoin transactions directly connected to 
interference in the 2016 US presidential campaign, 
and leading to coins that the Russian Foreign 
Intelligence had mined. Much criticism has been 
leveled at this investigation from both sides of the 
affair, though. Difficult to see anything with clarity 
here.

UKRAINE

The Central Bank of Ukraine completed a pilot to 
issue its fiat currency as a DLT token: the e-hryvnia.

Some activists managed to display “Bitcoin to the 
moon” on the tram in the city of Vinnytsia.

EUROPEAN UNION (GENERAL VIEW):

A report produced by ConsenSys for the EU 
Blockchain Observatory and Forum (EUBOF) 
suggests that “permissioned, purpose-built 
blockchain platforms aimed at specific use cases 
and user bases will constitute the first wave of 
blockchain technology adoption in Europe”. We 
agree with that, and maybe not only in Europe.

Additional aims of EUBOF include interoperability 
between blockchains, and the advice to regulators 
is that they should continue to favor the “wait and 
see” approach.

AUSTRIA

The Austrian Minister of Economy has declared that 
“no regulation is needed for blockchain”, advocating 
that Europe has a tendency to overregulate, and 
that this is greatly affecting the ability of European 
companies to make it to the “top ten”.

GERMANY

Germany has launched a consultation process to 
come up with a comprehensive blockchain strategy 
before June 2019.

The German derivatives exchange appears to be 
launching crypto futures, to be offered by Eurex, a 
subsidiary of Deutsche Börse. Deutsche Börse has 
a team of 24 that is focused on DLT, digital assets 
and a possible new market structure. They have 
partnered with Swisscom and Sygnum, a Swiss 
fintech, to work on the design and development of 
a “digital asset ecosystem.” Deutsche Börse and 
Commerzbank stated that they had “completed for 
the first time a successful use of DLT to execute a 
legally binding settlement of a repo transaction.” 
Tokenized fiat and tokenized securities were used 
in the PoC.

Bitbond has been working on the first German security 
token offering, the Bitbond Token (BB1). Interestingly, 
it is built on Stellar. It was approved by the BaFin 
(Bundesamt für Finanzdienstleistungsaufsicht)

BELGIUM

Belgian police auctioned 315 Bitcoins, out of over 
1000 BTC that it says has been collected from dark 
web drug dealers.
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LUXEMBOURG

Continuing the point made in previous editions of 
this Quarterly, Luxembourg further passed a bill to 
recognize securities issued on DLTs.

FRANCE

The Finance Committee of France’s National 
Assembly (notably involving Eric Woerth) has 
recommended banning anonymous crypto-
currencies, as these “pose heightened risk of various 
financial crimes.” We expect similar positions 
being taken by officials in other jurisdictions, but 
not aggressively implemented, as there is reduced 
pressure to do so in the aftermath of the bear market.

France recently passed a bill that allows insurance 
providers to invest in cryptocurrencies and tokens 
without any limitation on the amount that can be 
allocated. This is part of the “loi Pacte” that notably 
also introduces the whitelisting principle for ICOs 
by the AMF (Autorité des Marchés Financiers).

Paris Blockchain Week was held in mid-April at 
Station F and other significant locations in the city. 
This event enabled French Tech to showcase some 
of its prominent start-ups and projects. The Minister 
of Finance, Bruno Le Maire, took the podium to 
express that blockchain was a very high priority for 
the French government, with an announcement of a 
5-billion-euro investment in tech (including DLTs). 
The AMF also was present to promote its new legal 
framework.

Macron has spoken about using blockchain in 
agriculture, in particular, referring to traceability of 
food.

SPAIN

In February, BBVA froze thousands of bank 
accounts without warning, in applying an anti-
money laundering provision. The vast majority 
of the accounts were owned by Chinese citizens. 
This move drew significant criticism, with crypto-
enthusiasts, among others, claiming that with Bitcoin, 
no such unilateral decision by an institution is 

possible. Indeed, the legacy banking system seems 
to be increasingly opposed to the cryptocurrency 
philosophy.

MALTA

In a permanent attempt to be in front of the crowd 
in the field of DLTs, the latest step taken by Maltese 
authorities has been to impose a mandatory 
requirement that all diplomas be issued on a 
blockchain.

SWITZERLAND

At the Crypto Valley Summit held in Zug on March 
27th, the spirit and atmosphere among the 400+ 
participants were resolutely optimistic and geared 
towards victory. Even if the origin of participants was 
less international than the year before, businesses 
and initiatives are insisting on “buidl” and it was 
obvious that the CEOs and founders present at the 
summit are indeed developing, and are optimistic 
for the future. 

Opinions vary on whether the winter is over and 
spring is back. To conclude this major event, the 
President of the Swiss Federal Council, Ueli Maurer, 
expressed in person to the DLT professionals 
gathered that he believes Switzerland is an ideal 
location for blockchain businesses, and that the 
Federal Council is working to make their life 
easier. He concluded by saying that the doors of 
his administration at the highest level are always 
open for them. An unexpected presence, a strong 
statement and an impressive engagement!

Opening a bank account as a crypto-related 
business, let alone as an ICO issuer, is still very 
complicated in the country. Some banks are trying 
to address the need, which is strong in Switzerland. 
The aim is to dissuade businesses from going to 
Liechtenstein. What is at stake here is not only 
the loss of traditional banking services to crypto-
related actors, but also the provision of crypto asset 
custodial and management services for businesses 
and the general public. Seba is a young company 
that is working to provide this service, while Julius 

Baer Group, the big and reputable financial 
institution, is taking a step in the same direction (by 
collaborating with Seba).

The Swiss stock exchange (SIX) has announced it 
has chosen Corda as the platform for its new DLT-
powered digital exchange. This announcement 
casts light on the way the stock exchange operator 
intends to address privacy of data when its business 
is shifted to DLT. It is claimed that the new SIX systems 
will soon support trading of stocks, bonds and ETFs.

UNITED KINGDOM

A blockchain-based ETF has been launched on 
the London stock exchange. Disappointingly, 

there is no use of the technology there, as it is just 
an investment vehicle that invests in blockchain-
involved companies to enable investors to have 
exposure to the technology.

Some observers expect Brexit to have some impact 
on the market price of cryptocurrencies, as some 
individuals may want to have some of their wealth 
outside of the pound sterling.

GIBRALTAR

Gibraltar’s crypto exchange is strengthening, 
with the listing of new fiat-to-crypto trading pairs. 
In particular, it has listed five stablecoins (DAI, 
Gemini$, TrustToken, USDC and Paxos).

NORTH AMERICA
CANADA

Canadian financial regulatory authorities are 
working on putting in place rules for cryptocurrency 
exchanges. So far, data is being gathered from 
fintech in the country. It follows the QuadrigaCX 
saga (discussed in a previous chapter).

The trial performed by the Bank of Canada with its 
Singaporean counterpart is viewed as an easier 
and faster way to perform trans-border payments. 
However, the use for larger amount of wealth 
remains to be seen.

Quebec Energy Board decided to not increase the 
price of the power it is selling to the mining industry, 
and instead to almost double the amount of energy 
available to this activity. The attempt to cut down 
an activity seen by many as unnecessarily resource 
intensive have aborted.

UNITED STATES OF AMERICA

The SEC has made a definitive statement that it 
does not consider Ethereum, in its current form, as a 
security. This brings to an end a lengthy debate and 

sets the jurisprudence on the favorable side.

Texas state is talking about outlawing 
cryptocurrencies that allow anonymous 
transactions. According to the proposed bill, any 
transaction where one party cannot be identified 
would be illegal.

Coinbase, Polychain Capital and Digital Currency 
Group have created the first blockchain “lobby” in 
Washington. 

Blockchain lobbies are focused on calling for 
the recognition of the power and potential of 
blockchain-related technology. The Chamber 
of Digital Commerce is one of them; they are 
concerned that the US could fall behind instead of 
stepping forward as a visionary leader.

The state of Wyoming’s 13 DLT laws is having quite 
an impact in the US. The state has been described 
as the most forward-looking in the country, and 
its crypto regulations are likely to be imitated. Its 
focus is on innovation. The legal significance is 
that Wyoming’s digital asset custodians won’t be 
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regarded in the same way as traditional securities 
custodians. Investors own their digital assets under 
a custody bailment, for example, so they are simply 
handing over control – and not ownership – of their 
digital assets by using a custodian service.

When comparing the Crypto-Valley with Silicon-
Valley in a panel, a blockchain-involved San-
Francisco-based speaker stated that the undeniable 
advantages of California are very deep pockets 
and an incredible acceptance of risk. But what he 
witnesses happening is regulatory uncertainty in the 
USA that is deterring American entrepreneurs from 
creating or growing their companies in their home 
country.

The phenomenon of recent decades, when the 
intellectual property was owned in the US and the 
production delocalized to China (think of Apple), is 
challenged. Today, intellectual property, to a large 

extent, is flying to Singapore, Zürich or Toronto. 
This is partly because of taxes, partly because of 
the dominance of big Palo Alto companies that 
phagocyte the available resources, and partly 
because of the legal uncertainty, in an environment 
where the ultimate decisions of financial authorities 
- as to how they will frame the operating landscape 
- is necessary immediately.

MEXICO

Mexico’s central bank has announced weird 
regulations for crypto exchanges; one of the core 
measures is to forbid regulated financial companies 
from offering any cryptocurrencies. On the other 
hand, Mexican crypto exchanges are now required 
by law to register and be regulated as a financial 
institution. This, in effect, makes it legally impossible 
to operate a crypto exchange in the country.

AFRICA

VENEZUELA

The political situation in this country is now in a 
bigger turmoil than it was before, with a new Juan 
Guaido, a new president claiming power while 
Maduro is still in office.

For Venezuela’s citizens, Bitcoin or cryptocurrencies 
are a safer store of value than the Bolivar, which has 
a daily inflation rate of 3-5%.

Maduro’s government is putting in place a 
remittance service, where Bitcoin and Litecoin can 
be used to send value. Importantly, the recipient 
must be a resident of Venezuela. This is one more 
step that the Venezuelan government has taken to 
integrate cryptocurrencies. Even if the Bolivar is not 
very appealing compared with cryptos, the mere 
existence of the service is interesting, as it may 
remain in place when the bolivar has stabilized.

BRAZIL

A Brazilian investment bank, BTG Pactual, is 
considering raising 60 million reals via a security 
token offering (bundling exposure to some Brazilian 
real estate). The plan is also to provide a secondary 
market for the security, which will provide liquidity 
for investors. The interesting aspect is that private 
interest is turning to the public, and offering to 
manage the assets directly on behalf of investors, 
thus shunning the stock exchange altogether. Note: 
the STO is in partnership with Gemini, using the 
Gemini dollar to receive investment capital and 
settle transactions.

There are reports that particularly high volumes of 
Bitcoin have been traded in Brazil, in line with what 
has been happening in other emerging economies. 
This has occurred simultaneously with negative 
news on the Brazilian economy.

SOUTH AMERICA

ARGENTINA

The country has deployed a mechanism with 
Paraguay to use Bitcoin to settle exports of chemicals 
between the two nations.

Argentina faces serious difficulties, monetarily 
speaking, being in a somewhat intermediate 
situation, compared to Venezuela and Iran; here 
Bitcoin is the actual solution adopted by the 
population, gaining momentum. The influx of 

unbanked Venezuelans has fueled the trend.

The Argentinian crypto ecosystem continues to gain 
momentum and enthusiasm, with a number of start-
ups launching, whereas this country was not at all 
on the radar until recently.

Binance announced it is considering creating a fiat-
to-crypto exchange in Argentina.

TUNISIA

The country’s central bank is exploring a blockchain-
based version of the dinar, following the recent 
appointment of a new Director General, Marouane 
El Abassi. The goal is to fight corruption and money-
laundering, i.e. the grey economy in the country.

KENYA

Official initiatives on land ownership registries are 
getting traction in Kenya.

The electricity regulator in Kenya is examining ways 
to apply DLT to frame the electricity market properly.

BOTSWANA

Bitcoin ATMs are being installed, in a move by 
local actors to enable the population to access 
cryptocurrencies. No regulation currently exists in 
the country, so this could become a challenge for 
regulators in the country.

SOUTH AFRICA

A Blockchain Africa Conference was held in Cape 
Town. The event highlighted the growing interest 
in crypto and DLT on the continent. Commentators 
were almost unanimous that, just as Africa moved 

directly to mobile phones without the landline phase, 
the continent is poised to provide banking services 
to the masses without traditional banks, thanks to 
blockchain. There was also general agreement 
that a lot of work has to be done by governments 
to pave the way, and make it easy for populations 
to embrace the opportunities that the technology 
offers.

MAURITIUS

A regulatory sandbox has been established in the 
country.
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To conclude this section, we would like to outline 
a range of criteria that we are going to use in the 
next Quaterly reviews to evaluate front-running 
countries in the adoption of crypto assets:

• Allowed possession of cryptocurrencies.

• Allowed fiat to be traded for cryptocurrencies.

• Allowed mining of cryptocurrencies (or various 
restrictions).

• Allowed utility tokens to be offered to the public 
(ICO).

• Allowed tokenized securities to be offered to 
the public (STO).

• Ratified laws to regulate financial institutions, to 
clarify how to handle crypto assets.

• Introduced licensing framework for crypto-
exchanges.

COUNTY RANKING CRITERIA

OCEANIA
AUSTRALIA

Australia’s regulators have announced a National 
Blockchain Roadmap, and government funding 
has been increased to continue exploring the 
administrative use of the technology.

MARSHALL ISLANDS

The 29-atoll republic has formally decided to 
issue a national cryptocurrency, the Sovereign 
(SOV). Until now, the country has been using the 
USD as the official currency, a consequence of its 
administration by the US until 1986. Even though 

this is a small country, with only 50,000 inhabitants, 
the initiative is a first-of-a-kind. This is the first time 
in history that a nation has adopted a currency 
with a fixed supply, determined in advance. The 
SOV is currently being designed by an Israeli start-
up. One of the reasons the country is opting for a 
cryptocurrency is the high cost of remittances in the 
current legacy system. Importantly, the SOV will 
live alongside the USD. The IMF has hypocritically 
voiced criticism, warning that the cost of KYC is 
going to be far higher than the expected benefits of 
issuing the coin.

• Introduced extraterritoriality of crypto laws for 
services offered to its citizens.

• Enforced other countries’ crypto laws.

• Defined tax rate on crypto asset gains.

• Imposed anti-money laundering, and counter-
terrorism financing regulations on financial 
institutions.
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Everybody wants to know what the markets are going to do. Recently, in 
the crypto sphere, the question was asked: “When will the crypto bear 
market end, and when will cryptocurrencies go up again?” It looks like 
we have the answer: it was in December.

So, the next question is: will the scenario of 2013-2016 be repeated in 
2017-2020? There is no shortage of commentators who have voiced 
their beliefs. The consensus, or the feeling of the crowd, is that in 2019 
crypto prices are bottoming and starting to climb again. Opinions vary 
as to the degree, but depending on who you listen to, there appears to 
be a clear consensus. One could argue that there has not been enough 
suffering for this to be a real bottom. However, on the other hand, those 
who have lost the most usually remain quiet, so perhaps this explains 
why there have not been many negative views in the popular media.

We can also argue that the next crypto boom cannot be the same as 
for the 2015-2017 period, because far more money would be required 
to flow into the market for Bitcoin and other cryptos to go to the 
moon again. Also, the timeframe necessary for products to be tested, 
optimized, accepted and rolled out is going to be longer than three 
years. However, it could well take less time than it took for internet 
companies to reach the mainstream (15 years).

That being said, the signs of optimism expressed in the previous 
Quarterly have been confirmed and exceeded. Early signs of this were 
high-net-worth individuals and whales taking long positions, as seen 
on the blockchain, and the technical progress as well as the actual 
delivery of some products and services. Additionally, the continued use 
of cryptocurrencies and skyrocketing exchange volumes also provided 
positive indications.

So, where to from here? The nature of the trend reversal has been very 
violent. Bitcoin, and altcoins even more so, almost doubled their market 
caps in four months, with some cryptos seeing an increase of +50% in 
just ten days. Even by crypto standards, this was not expected at that 
moment in time. In the short term, the market is likely to settle down, or it 
may plateau for some time. Is it possible that the uptrend will continue? 
In principle, it would be surprising if the bulls can push their victory much 
higher, without a pause of some kind. Either way, the bears appear to 
be soundly defeated for the moment. The bets are open – we shall see 
in our next Blockchain Quarterly!

CONCLUSION: MID-TERM 
CONSIDERATIONS
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