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Blockchain - the secure, decentralised and transparent tool that records financial transactions
in large, distributed ledgers - has the potential to transform how money is exchanged
worldwide.

Two key characteristics define financial transactions at present. First, each goes through an
intermediary such as a bank, investment house or other financial institution; and secondly,
each goes through several stages of checks and verification to ensure legality. This approach
has several flaws:

e Data privacy and security: financial intermediaries hold a vast central reserve of customer
data, vulnerable to cyber attack

e |nefficiency: vast amounts of time and money go into processing a single transaction

e Lack of accessibility: the system and its benefits are unavailable to people who cannot
meet the standards set by financial institutions

e Cost: consumers have to pay intermediaries with each transaction

Blockchain could eliminate these flaws. Inefficiency - for example - is eliminated by the
absence of myriad transaction intermediaries. Large sums of money can be transferred across
borders in an instant, as opposed to days taken up by intermediaries.

Challenges remain, however:

e buy-in from regulators and financial institutions worried that adoption will bring down
big financial enterprises and lead to job losses in unprecedented numbers

e lack of technological infrastructure to support adoption

e lack of agreement - or even detailed insight into - regulation

Efforts are underway to explore these issues - but it’s not clear when change will happen and
what the impacts will be. All the tools are, however, moving into position. Just like the
internet 20 years ago, it is actors’ own decision whether to utilise the technology and win the
market, or stay passive and risk getting left behind.
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