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Does Blockchain represent the future of financial 

transactions? This question is being asked more and 

more frequently by global financial and business 

leaders seeking new applications for what many  

believe to be a revolutionary new approach to  

doing business.

Blockchain first drew attention as the platform for  

the peer to peer electronic ‘cryptocurrency’ Bitcoin.  

It allows consumers and buyers to form online 

networks and transact directly without intermediaries. 

Through it they can make permanent transaction 

records in what are theoretically totally secure  

chains of computer code. Importantly, assets  

cannot be replicated or sent to multiple recipients 

within the system.

Using a publicly available ledger system, Blockchain 

also offers a high degree of transparency and the costs 

of the system are shared among those using it. Data 

files or ‘blocks’ are added to the system constantly, 

with a countless number already in existence.

Banks and other financial institutions are currently 

exploring ways in which Blockchain technology can 

help their businesses. Clear, transformative potential 

has so far emerged in areas such as payments, clearing 

and settlement, syndicated loans and trade finance. 

Joint analysis by global management consultant 

Accenture and operations benchmarking specialist 

McLagan, suggests Blockchain technology could 

reduce investment banks’ infrastructure costs by 

up to 30% – a potential saving of over US$8bn.2 

1    Investment Managers are appointed by BNY Mellon Investment Management EMEA Limited 
(BNYMIM EMEA) or affiliated fund operating companies to undertake portfolio management 
activities in relation to contracts for products and services entered into by clients with 
BNYMIM EMEA or the BNY Mellon funds.

2  Accenture. Banking on Blockchain. January 2017.

As global banking and financial groups vie to explore the potential of 
Blockchain technology, some analysts believe it offers the capability 
to revolutionise financial services. Here, Newton1 portfolio manager 

Paul Markham surveys the evolving market landscape.
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Blockchain and Bitcoin annual global financing history 2012-2016

While Newton’s global equities manager Paul Markham believes 
there may be significant long term investment potential in the 
various organisations and companies supporting Blockchain, 
he says its application within the asset management is, at this 
stage, limited. He does, however, believe Blockchain will play 
an increasingly important role in back office fund transfer, 
processing and administration.

“One area where Blockchain is very useful is the asset servicing 
business. On the custody side there are enormous amounts of 
transactions moving around and Blockchain technology can 
be applied to this quite easily. If the banking system actually 
manages to get a big foothold in this – despite the fact that 
traditional ways of making money might be challenged – 
there might be other opportunities in order of maximising 
its benefits,” he adds.
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Markham points out that just as online retail shopping brought 
a new level of pricing transparency and empowered many 
consumers, so innovations surrounding Blockchain hold the 
potential to transform many types of financial transactions.

Yet for all Blockchain’s potential advantages, question marks 
remain, not least over who actually owns the technology which 
underpins the system, how it is policed, how much of its 
components and innovations could be potentially patented 
and by whom? 

While the past two years have seen a surge companies 
seeking to patent Blockchain related technologies, some 
analysts point out that in the final analysis Blockchain 
networks are governed by everyone who uses them but by no 
one in particular.3 Some fear this is storing up the potential for 
major legal battles over intellectual property ownership within 
the Blockchain universe.4

In a world where computer hacking has become ever more 
sophisticated, some commentators also wonder about the 
potential vulnerability of new electronic banking and 
accounting systems. In its infancy, Bitcoin was dogged by scare 
stories of hacking. There is even evidence some international 
governments, including North Korea, have attempted ambitious 
Bitcoin hack attacks.5

Security focus
Blockchain’s proponents argue the system is inherently more 
secure than electro-currencies like Bitcoin as it has benefitted 
from decades of research in cryptography and other security 
measures and has successfully resisted cyber-attacks for over 
eight years.6 Such is its perceived security that both NATO and 
the Pentagon have reportedly been moving to develop military-
related apps exploiting Blockchain technology.7

While Markham acknowledges some major steps forward have 
been made in developing security within newer electronic 
finance networks, he sounds a note of caution about future 
developments.

“Exciting as the dynamics are around cryptocurrencies and 
facilities such as Blockchain are, we have to remain cognisant 
that as technology gets more sophisticated so do hackers.  
We are already seeing data issues around ‘cloud’ technology 
and Bitcoin itself has proved vulnerable in the past. 

“Much depends on how far Blockchain develops its ability  
to mask the identity of the final user and how encryption 
technology develops. The more secure it becomes the more 

attraction it will hold as a technology to both investors and end 
users,” he says.

In turn, Markham adds the often symbiotic relation between 
Blockchain and Bitcoin could, in time, bring greater stability 
to financial markets if acceptance and usage of the 
cryptocurrency were to grow exponentially. 

“Despite initial controversy, more and more major companies 
and payments systems are starting to accept Bitcoin as a valid 
currency. The advantage of Bitcoin is that it is seen as being a 
currency that is finite in nature which cannot be manipulated 
by central bank policy politics. With Bitcoin you can’t just print 
money out of nowhere – it is tethered to a finite resource, as 
the ability to ‘mine’ it is designed to resemble a precious metal 
such as gold. In this regard it seeks to replicate the approach 
to currency typified by the gold standard.”

New applications
Beyond the finance sector, other businesses are already 
exploring ways Blockchain could also be applied in a range of 
areas such as oil and gas trading (see box overleaf) and even 
land registry and property rights. Commenting, Markham 
adds: “Blockchain’s main use is as a means of transferring 
assets and primarily is going to be used for cash transactions 
and wider financial services. But it could also be used in the 
context of stock exchanges and real estate and perhaps 
processing and recording transactions related to intellectual 
rights, film rights, copyrights and music royalties.”

From a global perspective, Markham says more developed 
markets are already pioneering Blockchain technologies  
which may also prove of interest to smaller developed markets. 
In the short term, however, he does not believe they will prove 
suitable for every market.

“It will be interesting to see whether Blockchain eventually 
gets adapted as a global standard or is seen as much more of 
a national facility adopted by individual markets. For more 
technologically advanced markets Blockchain holds significant 
appeal but it is worth remembering that some of the smaller 
less developed markets are still dominated by cash and some 
areas of Latin America and Asia are still largely subsistence 
driven,” he adds.

Paul Markham, Newton: “It is useful to work backwards 
to understand some of the beneficiaries within the 
financial system. One of them is Bitcoin, which has been 
much publicised.

3  Harvard Business Review. Who Controls the Blockchain? 19 April 2017.
4  The Economist. Blockchain of command. 14 January 2017.
5  CNBC. North Korean hackers’ attempts to steal bitcoin are a huge wake-up call. 28 September 2017.
6  Forbes. Three ways Blockchain is revolutionising cybersecurity. 21 August 2017.
7  The Washington Times. Pentagon eyes bitcoin blockchain technology as cybersecurity shield. 17 August 2017.
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Blockchain origins and development: the story so far
Blockchain is a type of computer network, providing a complex ‘digital ledger’ system that can be programmed to record not 
just financial transactions but virtually anything of value. It is distributed across many computers around the globe and relies 
on so-called open source technology. The first Blockchain database was developed by an obscure individual or collective 
known only as Satoshi Nakamoto. 

Records on Blockchain are secured via cryptography and the system offers the promise of high levels of security and 
transparency. Since its launch in 2009, Blockchain has rapidly become big business. In the first six months of 2017 alone firms 
active in this area attracted more than US$240m of venture capital money.*

New uses for Blockchain technology are constantly being discovered. Digital voting using Blockchain technology has been 
trialled in Denmark and some believe it could revolutionise medical record keeping in the healthcare sector. In a separate 
development, energy giant BP recently announced it was experimenting with the system to improve the efficiency of oil and 
gas trading.**

*FT. Five ways banks are using Blockchain. 16 October 2017.
**FT. BP experiments with blockchain for oil and gas trading. 03 October 2017.

IMPORTANT INFORMATION

BNY Mellon Investment Management is an investment management organization, encompassing BNY Mellon’s affiliated investment management firms, wealth 
management organization and global distribution companies. BNY Mellon is the corporate brand of The Bank of New York Mellon Corporation and may also be used 
as a generic term to reference the Corporation as a whole or its various subsidiaries generally. This information is not investment advice, though may be deemed a 
financial promotion in non-U.S. jurisdictions. Accordingly, where used or distributed in any non-U.S. jurisdiction, the information provided is for Professional Clients 
only. This information is not for onward distribution to, or to be relied upon by Retail Clients. For marketing purposes only. Any statements and opinions expressed 
are as at the date of publication, are subject to change as economic and market conditions dictate, and do not necessarily represent the views of BNY Mellon or any 
of its affiliates. The information has been provided as a general market commentary only and does not constitute legal, tax, accounting, other professional counsel 
or investment advice, is not predictive of future performance, and should not be construed as an offer to sell or a solicitation to buy any security or make an offer 
where otherwise unlawful. The information has been provided without taking into account the investment objective, financial situation or needs of any particular 
person. BNY Mellon and its affiliates are not responsible for any subsequent investment advice given based on the information supplied. This is not investment 
research or a research recommendation for regulatory purposes as it does not constitute substantive research or analysis. To the extent that these materials 
contain statements about future performance, such statements are forward looking and are subject to a number of risks and uncertainties. Information and 
opinions presented have been obtained or derived from sources which BNY Mellon believed to be reliable, but BNY Mellon makes no representation to its accuracy 
and completeness. BNY Mellon accepts no liability for loss arising from use of this material. If nothing is indicated to the contrary, all figures are unaudited. Any 
indication of past performance is not a guide to future performance. The value of investments can fall as well as rise, so investors may get back less than originally 
invested. Not for distribution to, or use by, any person or entity in any jurisdiction or country in which such distribution or use would be contrary to local law or 
regulation. This information may not be distributed or used for the purpose of offers or solicitations in any jurisdiction or in any circumstances in which such offers 
or solicitations are unlawful or not authorized, or where there would be, by virtue of such distribution, new or additional registration requirements. Persons into 
whose possession this information comes are required to inform themselves about and to observe any restrictions that apply to the distribution of this information 
in their jurisdiction. The investment products and services mentioned here are not insured by the FDIC (or any other state or federal agency), are not deposits of or 
guaranteed by any bank, and may lose value. This information should not be published in hard copy, electronic form, via the web or in any other medium accessible 
to the public, unless authorized by BNY Mellon Investment Management. 

Issuing entities

This information is approved for Global distribution and is issued in the following jurisdictions by the named local entities or divisions: Europe, Middle East, Africa 
and Latin America (excl. Switzerland, Brazil, Dubai): BNY Mellon Investment Management EMEA Limited, BNY Mellon Centre, 160 Queen Victoria Street, London 
EC4V 4LA. Registered in England No. 1118580. Authorised and regulated by the Financial 

Conduct Authority. • Switzerland: Issued by BNY Mellon Investments Switzerland GmbH, Talacker 29, CH-8001 Zürich, Switzerland. Authorised and regulated by 
the FINMA. • Dubai, United Arab Emirates: Dubai branch of The Bank of New York Mellon, which is regulated by the Dubai Financial Services Authority. This material 
is intended for Professional Clients only and no other person should act upon it.• Singapore: BNY Mellon Investment Management Singapore Pte. Limited Co. Reg. 
201230427E. Regulated by the Monetary Authority of Singapore. • Hong Kong: BNY Mellon Investment Management Hong Kong Limited. Regulated by the Hong 
Kong Securities and Futures Commission. • Japan: BNY Mellon Asset Management Japan Limited. BNY Mellon Asset Management Japan Limited is a Financial 
Instruments Business Operator with license no 406 (Kinsho) at the Commissioner of Kanto Local Finance Bureau and is a Member of the Investment Trusts 
Association, Japan and Japan Securities Investment Advisers Association. • Australia: BNY Mellon Investment Management Australia Ltd (ABN 56 102 482 815, 
AFS License No. 227865). Authorized and regulated by the Australian Securities & Investments Commission. • United States: BNY Mellon Investment Management. 
Securities are offered through MBSC Securities Corporation, distributor, member FINRA and a broker-dealer within BNY Mellon Investment Management. 
• Canada: Securities are offered through BNY Mellon Asset Management Canada Ltd., registered as a Portfolio Manager and Exempt Market Dealer in all provinces 
and territories of Canada, and as an Investment Fund Manager and Commodity Trading Manager in Ontario. • Brazil: this document is issued by ARX Investimentos 
Ltda., Av. Borges de Medeiros, 633, 4th floor, Rio de Janeiro, RJ, Brazil, CEP 22430-041. Authorized and regulated by the Brazilian Securities and Exchange 
Commission (CVM). The issuing entities above are BNY Mellon entities ultimately owned by The Bank of New York Mellon Corporation. 

BNY Mellon Company information

Investment Managers are appointed by BNY Mellon Investment Management EMEA Limited (BNYMIM EMEA) or affiliated fund operating companies to 
undertake portfolio management activities in relation to contracts for products and services entered into by clients with BNYMIM EMEA or the BNY Mellon 
funds. 

BNY Mellon Cash Investment Strategies is a division of The Dreyfus Corporation. • Investment advisory services in North America are provided through four 
different SEC-registered investment advisers using the brand Insight Investment: Cutwater Asset Management Corp, Cutwater Investor Services Corp, Pareto New 
York LLC and Pareto Investment Management Limited. The Insight Investment Group includes Insight Investment Management (Global) Limited, Pareto Investment 
Management Limited, Insight Investment Funds Management Limited, Cutwater Asset Management Corp and Cutwater Investor Services Corp. This information 
does not constitute an offer to sell, or a solicitation of an offer to purchase, any of the firms’ services or funds to any U.S. investor, or where otherwise unlawful. 
• BNY Mellon owns 90% of The Boston Company Asset Management, LLC and the remainder is owned by employees of the firm. • The Newton Group (“Newton”) 
is comprised of the following affiliated companies: Newton Investment Management Limited, Newton Capital Management Limited (NCM Ltd), Newton Capital 
Management LLC (NCM LLC), NCM LLC personnel are supervised persons of NCM Ltd and NCM LLC does not provide investment advice, all of which is conducted 
by NCM Ltd. Only NCM LLC and NCM Ltd offer services in the U.S. • BNY Mellon owns a 20% interest in Siguler Guff & Company, LP and certain related entities 
(including Siguler Guff Advisers LLC). INV01073. Expires 22 May 2018. T6272 11/17


