Beyond the buzz: Blockchain in capital
markets and corporate banking
Learn more about Blockchain and the possible use cases
WHAT IS BLOCKCHAIN?
Blockchain and Distributed Ledger Technology (DLT) enables the digitalisation, automation and
sharing of records across all stakeholders in a value chain. At the core of DLT is a distributed database
enabling participants to share the same data in near real time. The promise of DLT is that it addresses
the security and collaboration/synchronisation issues that could occur using cryptography and
consensus protocols. Ultimately, proponents argue that this technology makes it possible to eliminate
the need for central authorities and intermediaries, including central banks, exchanges, clearing
houses, and potentially even banks.
Blockchain as implemented for the Bitcoin Crypto-currency is the first instance of this technology and
represents at this point the only large scale production version of a global distributed ledger. Other
startups and consortia are vying to provide other DLTs for financial services, each attempting to
improve on one or more of the characteristics of the original Blockchain. Players include Ethereum,
Hyperledger, Chain, R3, and Ripple to name just a few.
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WHAT IS DLT?
Distributed ledger technology is the architecture that is being leveraged by various consortiums in
Fintech. It has no central administrator or data store as opposed to traditional database technology.
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DLT USE CASES IN CAPITAL MARKETS AND CORPORATE BANKING
Capital Markets
Blockcain use cases are focused on streamlining trades and transactions, increasing transparency,
reducing exceptions, and dramatically reducing a bank’s legacy infrastructure costs.

Post-trade
processing

Solving painpoints such as replication of work by counterparties,
reconciliaiton, operational cost and transparency.

Credit Default
Swaps

Improving automation, management of risk and improved
liquidity in a significant area in terms of notional size and
transaction volume.

Cash Equities
Clearing

An Australian initiative to accelerate settlement cycles can
optimise management of capital and risk.

Repurchase
Agreements

Eliminating inconsistencies with inter-broker dealers and the
FICC that limit the benefits of net settlement, thus increasing
risk and capital.

Syndicated
Loans

Aiming to create an “agent–in-a-box” to smooth the settlement
process and provide full visibility on the chain of ownership of
a loan, removing operational latency.

Private
Company
Securities

Bringing greater standardisation to assist secondary market
liquidity in privately-held assets.

Corporate Banking
Blockchain initiatives are targeting improved visibility, less friction, automated reconciliation
and shorter cycle times and have attracted significant attention and investment.

Traditional Trade
Finance

Supply Chain
Finance

Cross-border
Payments

KYC, Digital Identity
Management

Replacing manual,
paper-based
processes with
digitised assets, with
all parties able to see
where goods are in
the supply chain,
resulting in prompt
release of funds as
appropriate.

Increasing
transparency in global
supply chain, with
stringent tracking of
goods throughout
their lifecycle

Accelerating crossborder payment
processing and
settlement at a lower
price point than
incumbent providers.
Example: Ripple Labs’
distributed ledger
technology and global
network for real-time
domestic and crossborder payments

Reducing the need for
a centralised
intermediary to
manage a common
KYC data store and
providing audit trails
for banks to
demonstrate KYC
compliance to
regulators.

WHEN CAN YOU EXPECT TO SEE SOLUTIONS?
As of mid 2016, banks and fintechs are defining, prototyping, and selectively testing some of the
above use cases. At this point, there are no use cases in commercial production.
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Will it take 2 years or 10 years for Blockchain solutions to be mainstream in financial services?
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Discover more about Blockchain

www.misys.com/blockchain

Corporate banking use case
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