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News  Updates

This year FinovateEurope attracted 1400+ senior 
financial and banking executives, venture capitalists, 
press, industry analysts, bloggers, regulators, and 
entrepreneurs from across the UK and EU. 1400+ 
attendees. 70+ companies demoing. 120+ expert 
speakers. These are the FinovateEurope’s core figures.

Finovate’s demoing companies came from a wide 
variety of fintech sub-sections. Here’s a few of the topics 
that were covered within the conference: Cryptocurrency/
blockchain; AI; Investing/wealth management; Lending; 
Payments; UX; Core banking; Identity/KYC; Big data.

On a final note FinovateEurope Best of Show winners 
were announced. If there is one theme that unites all of 
the winners this year, that theme may be summed up in 
one word: data.

As Finovate senior research analyst Julie Muhn pointed 
out during a recent conversation, the ability to leverage 
data to create more meaningful, more personalized, more 
secure experiences for consumers of financial services 
underlies much of the innovation that we see not just on 
the Finovate stage, but across fintech writ large, as well.

With this in mind, FinovateEurope 2018 presented 
a small sample of those companies that may be best 
positioned to take advantage of this Golden Age of Data: 
the Best of Show winners of FinovateEurope 2018.

Backbase for its Customer OS, the next generation of 
the Backbase Digital Banking Platform, which is laser-
focused on providing customer-first journeys.

Be-IQ for its holistic and gamified approach to risk 
profiling and financial well-being that accounts for the 
very contradictions that make us human: our behaviors.

CREALOGIX for its customer banking platform, 
Gravity, which is breaking new ground with its intuitive 
and user-friendly, self-service insights application.

Crypto-Currency 
Investors Plan To Buy 
More As Financial 
Professionals Expect 
Valuations To Rise

FinovateEurope 2018: Data In Focus

MODEX LAUNCHES 
SMART CONTRACT 
MARKETPLACE

Modex has launched its first fully functional product 
alpha, bringing to the market the World’s First App 
Store for the Blockchain. The Modex Smart Contract 
Marketplace provides a forum for developers to showcase 
their skills and offer smart contract solutions to buyers 
and/or other developers. It provides a way for the 
real-world community to easily find smart contracts 
that meet real-world needs, without having to scout 
developers and manage one-off development projects 
for their individual project. “Modex is more than a smart 
contract marketplace. It’s a suite of tools designed to help 
blockchain developers write, deploy, manage and monitor 
both smart contracts and private blockchains in an easier 
and more seamless way.”, explains Mihai Ivascu, Modex’s 
CEO.

The Modex platform starts by focusing on Ethereum 
based smart contracts, but will soon support various 
protocols that also have smart contracts functionality, such 
as: Waves, Coco, Komodo, Ark etc. Modex’s Multi-Protocol 
Smart Contract Marketplace launch comes right before the 
company’s much-awaited ICO, scheduled to begin at the 
end of March, this year.

New research from Citigate Dewe Rogerson, the 
international communications agency, among 
investors with investments in crypto-currencies, 
reveals 56% intend to buy more over the next 12 
months, compared to 31% who plan to retain or 
reduce their exposure. Despite the recent volatility 
in the market, just 8% intend to sell all their crypto-
currency holdings.

The findings, which are published in a new report 
entitled: ‘Investor Perception: Crypto-Currencies’, 
reveals over the next 12 months 54% of financial 
professionals interviewed anticipate crypto 
valuations will rise, compared to 32% who think 
they will fall.  Between now and 2021, 32% think 
there will be a dramatic increase in valuations, and a 
further 18% anticipate a slight rise.  Less than one in 
three (28%) think there will be a fall.

Phil Anderson, Executive Director at Citigate 
Dewe Rogerson said: “At the start of the year, the 
market capitalisation for crypto-currencies was 
around $800 billion, but by 2021 over half of the 
financial professionals (59%) we interviewed expect 
it to be over $1 trillion, while 15% anticipate it to be 
more than $2 trillion.”

iProov for its liveness-protected, facial biometric 
authentication technology which is fully-automated for 
fast, easy and ultra-secure mobile and PC on-boarding.

Meniga for its digital banking solution that helps 
banks around the world use data to personalize digital 
channels and drive customer engagement.

Microblink for BlinkReceipt, its SDK for real-time 
extraction of all purchase data from retail receipts and 
OCR technology which eliminates typing from mobile 
apps.

W.UP for its digital banking sales and engagement 
solution that uses pre-built customer insights to build 
relevant, personalized, and timely interactions with 
clients.
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Trendwatch: what to look out 
for in 2018

• New accelerated online platforms which improve 
the retail customer experience by providing 
bespoke but affordable services to help investors 
manage their investment portfolios. 

• A rise in platforms and ecosystems that auto-
mate wealth management, financial advising and 
investment services. Automated services offer a 
lower cost of customer onboarding, conversion 
and funding.

• Innovative business models, such as market-
places and investor networks, are changing the 
way investments are made (e.g. crowdsourcing 
platforms are encouraging users to benefit from 
the collective wisdom of the communities they 
nurture).

• The growth of private asset investments and retail 
investments market.

• Funds flow from established communities to 
developing communities. 

• Strengthening of a regulation in relation to the 
new forms of funding (crowdfunding, ICOs)

• Rather than maintaining a human relationship with 
the support of technology services, clients are 
now directly using the technology with little to no 
human digital experiences with human support 
interaction. Human interaction only comes into 
play when there is a need for customer service.

The majority of asset and wealth managers or AWMs 
(60%) fear losing part of their business to fintech companies, 
according to the Global Fintech Survey-2016 by PWC 
“Beyond automated advice. How fintech is shaping asset 
& wealth management”. The main fintech-related concern 
of asset and wealth managers is pressure on margins, but 
many incumbents underestimate the disruptive potential 
of new entrants, believing they pose no risk. Over a third of 
asset and wealth managers (34%) do not engage with fintech 
companies at all. 69% of asset and wealth managers who do 
engage with fintechs expect to see their costs reduced as a 
result. 

ICOs are disrupting the angel investor model; opening an 
opportunity to respond to many of the funding challenges 
faced by start-ups and scale-ups. “Robo-advisors” create an 
opportunity for asset managers to target the affluent who are 
looking for cheaper alternatives for advice on how to manage 
their assets.

AWMs should watch fintech companies closely and adopt 
responsive digital strategies. Otherwise, they face losing their 
business to new entrants.

 

Managing Editor
KATE GOLDFINCH

Continued from page 1

Sink Or Swim?

Asset and wealth management evolution
After leading the way with technology in the 1980s, 

AWMs have become dismissive of technological innovations 
and disruptions to their industry. During the emergence of 
online brokerages, wire houses gave the upstarts pejorative 
titles, such as “discount brokers”, holding the belief that 
these new business models would fail to take off, and the 
risk they posed to businesses was low. In reality, these new 
competitors commoditised trade execution, significantly 
dropping the price that companies can charge per trade. 

“Eventually, they introduced new pricing models by 
splitting advice from transactions – full service brokers started 
to charge on a fee per asset under management (AuM) basis 
versus fees per trade. History could repeat itself again with the 
ongoing disruption caused by fintech companies. Much like 
online brokerages, ‘roboadvisors’ have been disparaged as 

less valuable than human professional wealth advisors, and 
so far have been focusing mainly on low balance accounts. 
But the innovations under the umbrella of ‘robo-advisors’ are 
becoming more sophisticated and, thus, enable advisors to 
service higher net worth accounts.

Technological revolution 
In fact, ‘robo-advisors’ create an opportunity for asset 

managers to target those who are looking for cheaper ways 
to manage their assets. Participants in PwC’s global fintech 
survey view asset and wealth management (AWM) as the 
third most likely field to be disrupted (35%), while 60% of 
asset and wealth managers think that at least part of their 
business could be threatened by – lower than most other 
financial sectors. By being too complacent, investing mainly 
in self-serving automation, and ignoring the imminent 
technological revolution, asset and wealth managers may 
lose touch with their core clients. Additionally, they could 
miss the opportunity, already tapped by fintechst. Keeping 
abreast with how fintech is reshaping the industry seems like 
the most reasonable way forward.

“New accelerated online platforms and applications 
improve the retail customer experience by providing bespoke 
but affordable services to help investors set their investment 
goals, choose the right product or service and manage their 
investment portfolios. A secondary by-product of automated 
customer analysis is a lower cost of customer onboarding, 
conversion and funding. This creates a challenge for AWMs 
who have struggled for years to figure out how to create 
profitable relationships with clients in possession of fewer 
total assets. Some AWMs, as well as retail banks and insurers, 
have already reacted by acquiring such platforms or by 
building up their automated advisory solutions,” researchers 

COVER STORY WEALTH MANAGEMENT

clarify.
The innovations under 

the umbrella of ‘robo-
advisors’ are becoming 
more sophisticated, 
and many start-ups are 
pivoting to enable a digital 
experience. Those who 
are ready to embrace the 
fintech disruption could go 
a step further and become 
firstmovers in incorporating 
broader multi-source 
data sets, and forming a 
more holistic view of the 
customers. In particular, 
AWMs could become data 
custodians as they are 
already deemed highly 

trustworthy data collectors. By leveraging the entrusted data, 
they could offer comprehensive solutions that address client 
needs, based on life goals and expectations.

While defending, and improving, the core elements of their 
operations using automation and sophisticated analysis, 
AWMs have also noted the emergence of alternative business 
models and technologies. These have, for the time being, a 
lower propensity to elicit a response, although this might 
soon change.

Alternative business models
Innovative business models, such as marketplaces and 

investor networks, are changing the way investments are 
made. E.g. crowdsourcing platforms are encouraging users 
to benefit from the collective wisdom of the communities 
they nurture. Users exchange insights, information, and even 
investment algorithms to leverage collective investing

intelligence. “These innovative business models aim 
to create value through connections among a variety of 
a platform’s users: investors, financial advisors and asset 
managers,” PwC research explains. 

Distributed Ledger Technology (DLT)may also affect 
AWMs and the whole industry.  By using DLT, the need 
for reconciliation of proprietary databases is eliminated. 
Embedding business logic in the code of a smart contract 
could also impact the AWM value chain in terms of 
augmenting, streamlining or possibly completely reinventing 
current processes. The use of the so called Distributed 
Autonomous Organisations (DAO), if properly implemented, 
could lead to decentralised and autonomous investment 
vehicles that operate through blockchain technology and 
smart contracts.

Machine learning (ML) is also transforming asset and 
wealth management. ML is enabling computers to identify 
patterns in market behaviour and analyse transactions almost 
in real time. “This, in turn, is reducing the asymmetry of 
information between small and large financial institutions 
and investors. Alternative data pools are also increasing 
AWMs’ usage of accurate predictive analysis supported by 
innovative data and opinion mining, imagery analytics, 
machine learning and artificial intelligence techniques,” PwC 
analytics emphasise. 

How to “win” in a new paradigm
In conclusion, the asset and wealth management industries 

are  on the cusp of huge change. Incumbents and fintechs 
have to cooperate to ‘win’ in the growing new paradigm. 
Traditional players have to be more open towards engaging 
with the new entrants. AWMs who want to win in the 
redesigned market must find the right mix of technological 
improvements, coupled with an adequate pricing structure.

60%
45%
31%
34%

of asset and wealth managers fear losing part of 
their business to FinTech companies

...but less than half put FinTech at the heart of its 
strategy 

Less than one in three industry players offer a 
mobile application...

...and a staggering 34% do not deal with 
FinTechs at all

Source: PwC Global FinTech Survey 2016
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Whilst many predict Skynet or the complete takeover 
of AI-powered Robots, plenty of startups/companies 
are getting on with pragmatic AI solutions to helping 
humans, ones which are no less ground-breaking…

“If you don’t have an AI strategy - you are going to die in 
the world that is coming”- Devin Wenig, CEO, eBay

Artificial Intelligence (AI), and the implications it 
carries with it, is reaching into all walks of life, and into 
all professions. The Wealth Management sector is no 
exception to this rule. The heads of fund executives, 
portfolio managers, and financial advisors have been 
turned. They want to know what AI is, how it affects them, 
and how they get a chunk of this rapidly expanding pie. 
With Silicon Roundabout nearby, and deep into the heart 
of where many of these technological advancements are 
happening, SEI brought together a range of representatives 
from Wealth Management firms. The speakers were 
representatives of companies involved in some of the 
most interesting AI developments: Altus, IBM Watson, and 
Squirro.

Had SEI brought these people together to find out that 
their days are numbered, that they may as well sell up their 
companies and head off to the sunset in order to avoid 
the impending apocalypse? No, because the term of the 
day was ‘augmented’, as in Augmented Intelligence. These 
3 companies presented the vision, commonplace within 
the burgeoning AI community, that AI is here to stay and, 
more importantly, that it is here to help- assisting humans in 
increasing their own performance and productivity. 

The Fintech Times, aided by SEI and these 3 fantastic 
speakers, delved into the world of AI and Wealth 
Management, to find out why these companies have been 
affected by AI, why they care, and what the AI companies 
are offering to them as the way forward.

Why does Wealth Management Need AI?
Simon Bussy of Altus began proceedings by sounding 

a warning to those within in the Wealth Management 
sector: “we are now seeing replacements that affect 
people working in wealth management or similar- not 
just the ‘blue collar’ workers that we usually talk about 
as being the first to be affected by these AI revolutions.” 
And this, principally, was why these attendees were 
here- developments in AI technology are something that 
intimately concerns themselves, their bosses, and their 
clients. They are all aware of the likelihood that we are 
reaching the end of the hype cycle with AI, and within the 
next 5 years we will be entering the pragmatic, disruptive 
stage.

According to Kai-Fu Lee, former head of Google research 

in China and a top tech investor, “This job replacement 
is happening now, and it’s happening in a true, complete 
decimation”. In the Wealth Management field, at least, 
this kind of impact is still a few years away. For now, 
the impact that we are most likely to witness is the use 
of AI technology to assist those within this industry, 
complementing human thinking and ability.

Digital Assistants, not Overlords
The vision, one espoused by these speakers and many 

others in the industry, is one of using AI as a beneficial 
tool. According to Don Scuerman, CTO of Pegasystems, 
“The best chess player in the world is not a human, or a 
computer, it is a human and computer playing together”. AI 
right now is all about taking the work that is being done by 
humans- and then helping to improve their capabilities. 

A simple example of this, and one that we are all familiar 
with, is Digital Personal Assistants. Think of Siri; Google 
Home; Alexa. These technologies, connected into the IoT, 
are all about trying to revolutionise your personal life. But it 
is so, so much more than just consumer-level assistance in 
your own home.

For instance, take a company such as Pefin. Founded 
in 2011, their goal is to apply AI solutions to Wealth 
Management problems, in a way that can be accessible to 
all types of people. Marketing themselves as the world’s first 
AI financial adviser, they utilise AI and Machine Learning 
in order to assist humans, in this case in financial decision-
making. Once again, the buzzword is ‘assist’, and this is 
indicative of this recent and growing trend. Hybrid ‘Digital 
Advice’ services- utilising both humans and ‘robo-advisers’, 
are on the rise, and now many are seeing their applications 
within the Wealth Management-sphere.

So why aren’t we replacing these pesky humans outright 
with these perfect AI robots? It is clear that people are 
not yet (and maybe will never be) ready for a completely 
human-less interaction throughout their whole customer 
experience. 

Everyone we spoke to at this event, from the wealth fund 
managers, to the organisers, to IBM Watson, all agreed that 
tactile response and feedback is something fundamental to 
how humans interact. This human desire can be evidenced 
in the recent rise/comeback of vinyl records- with 2.1m 
LPs sold over the past year. You can attribute this ‘Vinyl 
Revival’ to the tactile, analogue advantages that vinyl offers 
consumers, compared to downloads/streaming, and even 
CDs. This is reflected also in research done by Altus about 
digital advisors: 80% want to deal with a person as well, not 
just a ‘robot’.

Therefore, this outlines to us the role that humans are 
going to play whilst this technology continues to develop- 
providing a human ‘reassurance’. So if this is going to be 
our role, what will AI be focussed on improving? The 
answer: making us more efficient and productive in our 
various roles. The CTO of Wealth Wizards, Peet Denny, 
illustrates this: “some parts of the advice process can be 
mathematically proven, others require quite a large amount 

of memorisation or calculation. AI will handle these 
aspects. Leaving the more interesting and subtler edge cases 
to be handled by the human adviser.” 

An Oxford Economics Analysis concluded that workers 
will spend 65% less hours on average doing routine 
administration, but 38% more time on creative and critical 
thinking. What this will mean for the overall wealth 
management landscape is unclear, but gains in productivity 
and time-efficiency are likely to be welcomed by many in 
the industry, and potential greater margins may encourage 
many new players to enter the market, companies and 
startups like Squiro, Pefin, Wealth Wizard.

It is all here, happening now
The future can sometimes seem like an exciting, if albeit 

far off, place. Think space - an industry with typically long 
time frames and little customer involvement (for example, 
how long will it be until an ‘average Joe’ can visit the 
Moon?). Not so with AI; it is already easily accessible and 
present in day to day life. Just think about the personal 
assistants (Alexa, Google Home etc.) that many of us use 
in our homes every day. They already have a massive 
presence- and they are only going to get more intelligent 
and integrated into our lives.

How has it been made so easy for consumers to access 
this technology? The answer: by utilising the Cloud. By 
remotely processing and running all of this powerful 
technology, businesses are able to provide users with 
responsive and accurate results, complete with a personable 
front-end experience.

This was something that Ian Robotham, from IBM 
Watson, was also keen to reiterate at the SEI event- joking 
that perhaps he should have walked onto the sounds of 
‘Right Here, Right Now’ by Fatboy Slim, to really ram home 
this point. With a tiered pricing structure, and a relatively 
accessible setup, people from all walks of life and all 
industries are going to be able to take advantage of this AI 
technology to make their lives easier and to make them 
significantly better at their job - “you don’t need to utilise 
IBM just to use this services” - anyone can access.

Referring back to Pefin, they are great example of another 
company that is using similar techniques to make sure their 
services are available to the masses. As their founder, Ramya 
Joseph, puts it: “Pefin was built to make sure anyone could 
access true fiduciary advice- from planning and saving to 
investing, in a way that only acts in their best interest.” This 
is backed up by their 

Altus utilises its AI abilities in combining interactive chat 
and machine learning (alongside millions of different data 
points) to create a financial plan, and set out affordability, 
goals, and what investments for customers to make. The 
key point of its system is the buzzword of scale-ability, for 
a small business or customer use case, it falls into a very 
attractive price point. Everyone being able to access wealth 
management services and benefiting from them, at all 
levels, can only be a positive thing.

And it is not just the B2C relationships that are benefiting 
from such AI technology integration either- companies such 

RIGHT HERE, RIGHT NOW
Augmented Intelligence in the Wealth Management Industry

Editor
NATHAN GORE
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EXPERT OPINIONS

from a consumer perspective, and frequently 
are unconstrained – at least in the early days 
– by the standard metrics that drive large 
organisations. That said, once a technology 
begins to gain traction, the larger incumbents 
soon join the feeding frenzy, and this 
materialises in a number of ways:

·    Partnerships with the start-up disruptors
·    Acquisition of the start-ups
·    Strategic investments into the disruptors
·    Recruit from the start ups and self-build
·     A mix of all the above! 

Typically the incumbent brands have 
the deeper pockets, and if we look at AI 
specifically, we can see that it is the major 
global tech brands in the US and China 
which are scouring the globe for best start-
ups, and raiding academia for the brightest 
talent. Companies will have to create an AI 
advantage to survive. The global tech giants 
already know this; any business serious 
about its long term future needs to recognise 
this too.

 
What do you see as being the next big 
advance for ‘robo-advisers’?

For too long we’ve seen ‘robo’ after ‘robo’ 
trot out the same dull, linear journey into an 
ISA or GIA. We all know that they struggle to 
engage and get traction, yet time and again 
we see the ‘next new thing’ do exactly the 
same! It’s lazy proposition development – 
the equivalent of developing the Sinclair ZX 
Spectrum…again! - and they get the rewards 
they deserve.

That said, where people are beginning 
to think through how they can seamlessly 
integrate the wide range of tech 
developments now available, how they can 
re-imagine the value chain, how they can use 
existing customer data (both behavioural 
and financial) to help consumers manage 
their money – all their money – better, 
that for me is progress. I particularly like 
working with intelligent people who have 
a healthy disregard for the status quo, who 
demonstrate a foresight and a willingness 
to respond – boldly – before it’s obvious 
they have to do so, and even if it means that 
sometimes they get it wrong. The coming 
together of biometrics, open banking, open 
APIs, IoT, data aggregation and analytics, 5G, 
faster payments, mobile…  personal financial 
management will look very different in a few 
years from now.

Some organisations will create truly 
customer centric, value-adding propositions 
and will thrive and deliver vastly improved 
profits; others will, quite simply, try to hang on 
to the good ol’ days, be left behind… and die.

as Squirro (in attendance at this event) are 
taking this technology and applying it to 
business solutions. Founded in 2012, they 
describe themselves as a “modern Cognitive 
Insights Engine that uses Predictive 
Analytics, Machine Learning and more to 
enable you to turn even unstructured data 
into actions.” Using their technology, their 
goal and USP is to give companies who use 
their service a leg-up on the competition, 
by being able to spot trends and openings 
that much earlier. Again, their technology 
is already in place and being utilised by 
various firms right now, and is likely to 
grow more complex and ‘intelligent’ as their 
systems gather and process more and more 
data points.

Where Next?
It’s looking like companies specialising 

in AI technology have just found a range 
of new potential clients within the Wealth 
Management sector. Events, like this one 
run by SEI, appear important for giving 
these companies the information they 
need on how they can best utilise this new 
AI technology for themselves and their 
customers. It’s extremely interesting to 
witness, when a traditional industry meets 
an ever-changing and fast developing one, 
and both are seemingly able to help the 
other. 

The range of benefits, such as an increase 
in productivity and efficacy, are very clear, 
even if the people responsible for signing 
these deals may one day find themselves 
largely redundant. The concerns of job 
losses, the power of AI, and the general 
economic social impact, apply to this sector 
as much as any- but insiders are taking a 
positive outlook- for now. 

So does all this mean that digital advisers 
will now be taking care of all of our 
financial decisions? All the information 
points to the fact that perhaps we aren’t 
quite willing to trust all of our money with 
these ‘digital helpers’ just yet; with Altus 
customer research indicating that 41.5% of 
people would trust a digital adviser with 
no more than 24% of their total assets. 
These figures are only likely to change as 
more and more wealth management key 
players come on board with the technology, 
and the AI systems themselves become 
smarter and take on more and more of the 
responsibilities once left to human advisers. 
It’s not unthinkable to see a situation where 
people trust more than half of their assets 
with these advisers, in the not too distant 
future.

Simon Bussy
Domain Director, Altus

 What would be your brief outline of 
the benefits that AI/ML can bring to 
the Wealth Management sector? Or the 
general tech industry?

The automation of redundant, time-
consuming or mundane tasks is where 
AI can provide a perfect complement 
to human intelligence, enabling wealth 
managers to spend more time focusing 
on their clients’ requirements. Squirro’s 
AI helps gather and analyse textual 
(unstructured) data from a variety of 
sources, including electronic documents, 
news feeds and websites and then 
provides relevant, contextual information 
– the nuggets of gold from the sea of data. 
A specific example is the souring of new 
business opportunities.

 
Do Startups have the upper hand when 
being able to take advantage of this new 
technology? If so, by how much?

Startups delivering AI capabilities have 
typically architected their solutions with 
AI at the core and with an openness to 
input from data sources and outputs 
to the business that are not always 
achievable when AI is reverse-engineered 
into legacy solutions. The pragmatic 
application of AI in addressing the 
business use-case and the value delivered 
from the outcomes are the ultimate 
determining factors in the startup verses 
the incumbent supplier or system debate.

 
What do you see as being the next big 
advance for ‘robo-advisers’?

Automating tasks that free human 
intelligence to do higher-value work is 
already delivering significant productivity 
gains. At Squirro we see the ability 
to build on these insights to provide 
recommendations and prioritise those 
in the context of the wealth managers’ 
requirements as the next step to 
improving the quality and reducing 
the volume of information that has 
to be assimilated in providing wealth 
management services and sourcing new 
leads and opportunities.

Nicholas van 
Zeggeren
Director (UK & 
Ireland), SquirroWhat would be your brief outline of the 

benefits that AI/ML can bring to the Wealth 
Management sector?

The successful firms will be those that 
demonstrate a willingness to collaborate 
with technology and recognise that AI – and 
in particular, machine learning – can help 
people make better, faster, cheaper decisions. 
In a world of smart-connectivity, AI is the 
key to harnessing the power of data, and to a 
long and sustainable future.

While currently AI is being used for very 
specific wealth management tasks – hedge 
fund management, robotic stock pickers, 
‘robo’ investment algorithms, client service 
chatbots, document analysis, RegTech 
support – increasingly AI will be used to 
augment business strategy and planning, 
using the power of data analytics and 
simulations to help provide answers to 
critical business questions.

Over time, of course, deep learning AI 
will gradually replace humans at all levels, 
and increasingly this will include the more 
professional roles which involve significant 
data and number crunching. Transitions 
for people into new roles – often requiring 
a dramatically different skillset - will be a 
huge challenge. Some will get left behind 
– become unemployable. Others will rise 
to the challenge and re-train themselves, 
developing new skills and ways of thinking 
that can’t as yet be automated – creativity, 
unpredictability, uniqueness, story-telling – 
and will command better wages.

  
...or the general tech industry?

Although AI is typically ‘narrow’ or 
specialised in what it can currently do, it 
does so with an expertise and proficiency 
that can outsmart most humans. Often it can 
find new and better ways to do something, 
which then motivates humans to adjust 
their own way of thinking, and improve 
their own performance. We’ve witnessed 
this across a range of industries and sectors 
(e.g. health); so now imagine AI initiatives 
outsmarting the best tax experts, accountants 
or financial advisers and wealth managers 
by re-imagining key elements of the value 
chain to better optimise and deliver a whole 
range of different services. Altus consumer 
research clearly demonstrates that consumers 
still want to deal with a human, not just a 
robot, when managing their financial affairs; 
collaboration between digital and human 
will be key, and will produce the best results. 

 
Do Startups have the upper hand when 
being able to take advantage of this new 
technology? If so, by how much?

Start-ups often tend to be more nimble 
and have more focus in solving challenges 
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“There are definitely lessons that 
incumbents and fintechs can learn 

from one another…”

“New technologies have 
the potential to offer 

increasingly sophisticated 
investment products”

How is fintech is reshaping 
asset & wealth management 
industries?

Two industries shrouded in legacy 
and well-known for slow evolution 
have received a wakeup call with 
the surge of new fintech firms 
globally, accelerating innovation at 

an unprecedented rate. Customer expectations are being 
completely reshaped across financial services through a 
combination of technological advancements, regulatory 
changes and the consumption of non-financial products 
and services. As a result, the industry is now focusing on 
customer advocacy ahead of product advocacy, a long 
overdue change in mind-set. As a prominent example, robo 
technology is challenging traditional wealth management 
models by offering lower-cost automated advice that has 
democratised investing for consumers under served in the 
past. New fintech solutions are also resulting in operational 
efficiencies and risk reduction by providing STP multi-
channel support.

How do you evaluate a cooperation between 
incumbents and fintechs in wealth management, 
and how can they benefit from it?

The decision to build, buy or partner is one taken 
seriously by both incumbents and fintechs. 2016/17 
saw numerous mergers and acquisitions in the robo-
space and an increasing number of partnerships in the AI 
and blockchain space. There are definitely lessons that 
incumbents and fintechs can learn from one another. 
Fintechs are challenging existing business models and the 
thought processes in enterprise firms, pushing the enterprise 
firms to work in more innovative ways to create new tools 
and services. There are further challenges in the ability 
of incumbents to innovate at the same pace as fintechs. 
Conversely, larger institutions can assist fintechs that lack 
the distribution channels in marketing their solutions and 
bringing their products to market. SEI has experienced this 
first hand through our regtech incubator, Codify that houses 
and supports regtech start-ups that are strategically and 
culturally aligned with SEI, with a view to a possible future 
long term partnership.

How does tech democratise the investment 
market and processes?

Like the adoption of online shopping by high-street 
retailers, technology has opened up the world of 

What technologies have 
the biggest potential 
to improve asset and 
wealth management 
industries? (data analytics 
and automation of asset 
allocation, areas typically 

associated with “robo advisors” etc)

As with professional services, wealth management is a 
people-led industry where quality relationships, expertise 
and trust command a high premium. Artificial intelligence 
in the form of robo-advisers, algorithmic trading and smart 
asset allocation represents a significant opportunity for 
businesses in this sphere to enhance their product offering, 
and should not be seen as a threat.

These new technologies and their applications have the 
potential to offer increasingly sophisticated investment 
products to consumers at a lower cost base than currently 
available active portfolios and can also be marketed as being 
lower-risk, having removed human judgement and error 
from the equation; a very attractive proposition.

The result of this is that previously exclusive products 
aimed at high net worth and sophisticated investors can be 
rolled out to a far wider base.

Where does this leave the industry of the future? 

Certainly, lower quality offerings will be squeezed out 
with a concentration high quality (and likely larger) players 
remaining. Those incumbents looking to succeed in a post-AI 
environment will embrace the opportunities technology 
offers while continuing to demonstrate they possess those 
same qualities that have always been the fundamental to 
success: quality relationships and excellent client interaction 
and above all, trustworthiness.

Will ICOs disrupt the angel investor model?
ICOs are likely to open the world of angel investing to a 

broader range of individuals who may not have necessarily 
had the appetite to invest under the more traditional model. 
The opportunities for existing angel investors are likely 
to continue to exist but we expect, similarly to the way 
crowdfunding broadened the landscape for companies to 
access capital, ICOs will be another route to funding that 
companies will consider. Notably, the regime is currently 
relatively unregulated, again not dissimilar to the way 
crowdfunding started, and we expect this will change in 
the near future; although the task is likely to be much more 
complicated than for crowd funding due to the global 
platform of ICO’s. We expect increased regulation will help 
in developing the perception in this new source of funding 
and will possibly lead to more interest from institutional 
investors.

EXPERT OPINIONS

investments to a wider audience. By simplifying the 
investment process by providing lower cost automated 
advice, companies can approach client acquisition in 
much smarter ways. Technology and hybrid-advice 
allows firms to efficiently manage existing clients, while 
simultaneously targeting a much broader client base with 
minimal operational impact. This segment has traditionally 
been unable to afford these services or has not qualified 
for minimums. This is opening up new revenue streams to 
wealth managers. A fully STP solution is relatively straight 
forward to manage and is a good way to introduce a new 
sub set of clients who have not been targeted previously due 
to high barriers to entry.

Your TOP-3 trends for the investment industry 
for 2018

1. Data analytics is all over the news and regardless 
of where you stand from a moral perspective, the 
fact remains that advanced data analysis can be an 
invaluable addition to any organisation if utilised 
correctly. This is an area where the investment 
industry has barely scratched the surface. Big data 
has the ability to offer new revenue streams and the 
potential for specific actionable insights tailored to 
customers. However, customer trust is key here. This 
is an area SEI are exploring both internally using our 
own data and with our clients. 

2. In alignment with data analytics, AI and machine 
learning have huge potential to revolutionise the 
industry. How far this technology can go is still yet 
to be seen as we are still at a learning stage where 
we are mainly seeing augmented intelligence, i.e. 
human intelligence aided by AI. One of the newest 
firms to join Codify, our regtech incubator uses 
artificial intelligence to help banks, insurers and 
intermediaries simplify their assessments of complex 
regulations. 

3. Regtech services provide a vast opportunity on the 
basis of the time, effort and investment needed to 
meet the increasingly stringent regulatory landscape. 
New legislations such as MiFID II, GDPR and Open 
Banking have changed the way we treat data. Data 
aggregation technologies have the potential to 
provide truly holistic customer engagement. For a 
customer to be able to see a single picture of their 
wealth, or a wealth manager to be able to view 
a holistic picture of their customer will be key to 
differentiate yourself from competition, an area that 
SEI is exploring.

KEVIN RUSSELL
UK Proposition Director, SEI Wealth Platform 

JON DAWSON
Manager, haysmacintyre 

COVER STORY WEALTH MANAGEMENT
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EXPERT COLUMN

Cryptocurrency: 
Breaking the silence

Whether you believe in the power of blockchain 
technology or see it as the next ‘Dutch tulip bubble’ there 
is no doubt that Bitcoin and other Cryptocurrencies (CC) 
are having an impact around the world. According to 
predictions made by Santander, blockchain technology 
could cut banks’ infrastructure costs by up to $20bn by 
2022 and Santander aren’t the only global bank taking the 
technology seriously. 

Studies predict that in 2018 one third of millennials 
in the UK will invest in CC and The Telegraph recently 
suggested that ten of the biggest organisations across the 
world are “Bitcoin Billionaires, potentially including the 
FBI” – it’s easy to see where the hype is coming from.

With most governments and professional bodies yet to 
provide specific guidance, individuals and organisations 
are having to adopt what they consider to be appropriate 
accounting policies and calculate the tax treatment of 
transactions and holdings. Here are some of my thoughts:

Tax effects of Cryptocurrencies for 
individuals:

2017 may be for many, ‘the year I re-mortgaged my house 
and invested in Bitcoin off the back of a conversation I 
overheard from someone in the pub’. For many individuals, 
the tax year to 5 April 2018 will provide even more 
challenges when it comes to self-assessing.  HMRC say 
it “will be looked at on a case-by-case basis, taking into 
account the specific facts. Each case will be considered on 
the basis of its own individual facts and circumstances.” – a 
view not considered by many to be the most helpful piece 
of advice ever given…

HMRC then go on to say in the same article that if a 
transaction is highly speculative, it’s not taxable, as in the 
case of gambling; they may come to regret this assessment 
in their article dated March 2014 (before the Bitcoin boom). 
We expect for most individuals, CC held as speculative 
investments will be subject to Capital Gains Tax (CGT), 
alongside shares, second properties and valuable artwork.

What is important to note is that CGT only arises when an 
asset is disposed of. If you acquire CC and do not dispose of 
it before 5 April, a chargeable gain will not arise in that tax 
year. For those who have disposed of their CC or transferred 
to another CC, remember you have a CGT tax free allowance 
of £11,300 (17/18) which means you only pay CGT on any 
gains over this. CGT is paid at 10% or 20% depending on 
whether you are a higher rate tax payer or not.  It’s worth 
noting that a disposal encompasses payments for goods or 
services using CC, converting from one CC to another or 
selling for ‘fiat currency’ (a fiat currency is defined as a legal 
tender which is backed by the government who issued it).

 

Accounting for Cryptocurrencies for 
companies:

When looking at the accounting treatment, we must 
first consider the motive for any transactions. For most 
companies, CC will be held as a speculative investment 
(one with a high degree of risk where the focus of the 
purchaser is on price fluctuations). Neither IFRS nor UK 
GAAP currently define the accounting treatment of CC 
and therefore we must interpret the standards to decide 
where on the Balance Sheet these assets should be held 
(if at all). 

There are many different opinions and without 
explicit guidance who is to say which is right? In the 
absence of guidance the most common place to account 
for CC held as a speculative investment, is within 
Intangible Fixed Assets (IFAs). 

IFAs are initially recognised at cost and subsequently 
amortised, unless it can be argued that there is an ‘active 
market’ for such IFAs, in which case they can be revalued. 
One could argue with reason that an active market exists 
for most common CC and hence the revaluation model 
could be adopted. If held as an IFA, a gain or loss would 
only arise within the Income Statement on disposal 
(whether this be disposing to a fiat currency or an 
alternative CC). 

Some companies may use CC as part of their working 
capital, raising sales invoices or paying their staff and 
suppliers in Bitcoin, as an example. In this case, it likely 
to be more appropriate to hold the CC as Stock within 
current assets. Stock is recognised at the lower of cost 
and net realisable value (NRV) and so if held as stock, 
the CC should initially be recognised at its value on the 
date of purchase and then should only be revalued if the 
value drops below the original transaction value. Any 
increases in the value would not be recognised and the 
CC should continue to be held at cost. 

Future transactions using CC (e.g. paying suppliers 
or staff) will then give rise to a profit or loss based on 
the value of the CC at the date of transaction and at this 
point any gains/losses in value will be reported through 
the income statement and will become taxable as part of 
the company’s taxable profit or loss for the year.  

It’s worth noting that there will be other examples of 
CC transactions such as those who ICO, those who trade 
CC and investment managers who may hold CC as part 
of their investment portfolio. These types of holdings 
and transactions should be investigated on a case by case 
basis.

Tax effects of Cryptocurrencies for 
companies:

The tax treatment of CC follows the accounting 
treatment. This would suggest that if held as a 
speculative investment, gains and losses on CC will not 
be taxed until they are realised (i.e. disposed of to a fiat 
currency or other CC). 

Revaluations would not be taxable. Realised gains 
on the other hand, will form part of the corporation tax 
computation and companies will pay corporation tax 
(currently 19%) on these chargeable gains. Similarly, tax 

relief will be given to companies who make chargeable 
losses from the disposal of CC.

Where CC are held as stock, downwards revaluations 
are tax deductible. On disposal of a CC, a taxable gain 
may then arise if the CC is disposed of at a higher 
value than it was acquired for. Again, companies will 
pay corporation tax on these gains and would receive 
deductions at the same rate on losses.  

VAT:
If your business is raising or paying invoices in CC, 

it’s important to consider the VAT implications and we 
would advise getting in touch to discuss this further – 
below are some examples of things to consider but this 
is by no means an exclusive list:

- VAT will be due in the normal way from suppliers of 
goods or services which are sold in exchange for CC. The 
value of the supply of goods or services on which VAT is 
due will be the sterling value of the cryptocurrency at the 
point the transaction takes place.

- Sales invoices should always disclose the net cost and 
VAT in Sterling, regardless of whether the customer will 
be paying in pounds or CC. 

- VAT will need to be paid to HMRC in Sterling.  It may 
be worth ensuring you’re always holding enough Sterling 
to meet HMRC debts in advance of when they fall.  This 
will alleviate the risk of not being able to transfer CC 
back to Sterling in time or at a satisfactory rate. 

- Mining CC is currently outside the scope for VAT.
Everyone has their own view on these relatively new 

digital currencies but until we hear what the FRC and 
HMRC have to say on the matter, we are left to interpret 
and apply current legislation, which can feel like trying 
to fit a square peg into a round hole. 

Please contact fintech@haysmacintyre.com for further 
enquiries.

Manager at haysmacintyre
JON DAWSON

“I personally believe that 
Bitcoin is like Myspace 

and we’re all waiting for 
Facebook and Twitter to be 

invented. Bitcoin was the 
first of its kind but I believe 

we’re yet to witness the 
full power of blockchain 

technology.”

Heading up Haysmacintyre's focus on Fintech, Jon Dawson 
knows just as much about Open Banking & Crypto as he does 
about Double-entry Bookkeeping & Tax Returns. Jon has now 
decided to don another hat, and let you in on his expertise by way 
of a monthly column.
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IFGS SPECIAL REPORT

FINANCIAL SERVICES: AT THE 
FOREFRONT OF INNOVATION
FinTech innovators and leaders from across the world were 
brought together for the annual Innovate Finance Global Summit 
on 19th-20th April. The Fintech Times prepared a special IFGS 
overview

In the historic setting of the London 
Guildhall, the Innovate Finance Global 
Summit aimed to map the opportunities, 
challenges, and future of fintech, not just 
in the UK but globally. More than 2,000 
fintech leaders and innovators across 
the world, along with over 180 speakers, 
gathered together to engage and interact 
through demo showcases, exhibitor spaces, 
workshops, and roundtables. From global 
fintech hubs to industry organisations, 
delegates were exposed to the most exciting 
trends and innovators in the sector.

IFGS 2018 kickstarted the official UK 
‘FinTech Week’. Alongside IFGS, the week 
featured events by HM Treasury, the Financial 
Conduct Authority (FCA), and London 
Stock Exchange (LSE) and brought finance, 
technology, and innovation enthusiasts from 
across the world to London.

 During the Innovate Finance Global 
Summit 2018 Invest Hong Kong (InvestHK), 
at a ceremony that took place on March 
20 at The Anthologist, announced the two 
winners of its UK Fintech Awards 2018 (“The 
Awards”), organised in conjunction with the 
UK’s Department for International Trade, to 
tap the rich seam of Fintech talent in the UK 
and showcase the exciting opportunities 
Hong Kong presents as a conduit to Asia. 

  The Awards follow the launch in 
September of the UK-Hong Kong Fintech 
Bridge (“the Bridge”) to foster closer 
collaboration at government, regulator and 
business level in the Fintech sector. The 
two winners were given complimentary 
flight tickets in business class to Hong 
Kong sponsored by Cathay Pacific, plus 
accommodation for five days, sponsored by 
Cyberport as well as a free booth and ticket 
for Hong Kong Fintech Week. In Hong Kong, 
they will receive introductions, networking 
opportunities, and sector expert counsel on 
how to expand and scale their business in 
and through Hong Kong to Asia and beyond. 

  Thorsten Terweiden, InvestHK’s Deputy 
Head of Fintech, said: “We’re very excited 
about this new Award, and about the 
possibility of introducing top Fintech talent 
from the UK to the range of opportunities 
that exist in Hong Kong. The experience 
will undoubtedly be hugely informative and 
helpful, but it will also be a real game changer 
for the winner.”

Unlocking a new face of 
finance 

This year’s IFGS proved that there is a new 
face of finance, a face consumers can trust. 
Fintech is evolving, covering new sectors 
and technologies, as Charlotte Crosswell, 
CEO of Innovate Finance, explained to The 
Fintech Times: “What was once used to 
describe startup disruptors like peer-to-peer 
lenders and digital payments, now covers 
everything from Capital Markets to banking 
infrastructure. Even the word fintech isn’t 
enough - there are so many new verticals 
appearing that we now have InsurTech, 
RegTech, WealthTech. Disruption seems 
to be infiltrating every aspect of Financial 
Services as we know it. We are also seeing 
new technologies come under the “Tech” 
umbrella; Artificial intelligence, machine 
learning, Internet of Things, and of course, 
who could ignore the cryptocurrency and 
blockchain boom. Once seen as lagging 
behind and resisting change, it seems 
Financial Services is now at the forefront of 
innovation.’ Relative to last year, the 2018 
Innovate Finance Global Summit was all 
about an evolved ecosystem, a sector which 
continues to challenge itself and an industry 
which has grown up.”

There were some core ideas that reflect 
mainstream views:

Regulation

• In this digital era, everything is 
becoming better, faster, and cheaper. 
Innovations push regulators to change 
their strategies. Regulators need to do 
things completely differently, and to 
use collaborative models in order to 
become much more efficient.

• Regulators need to be flexible in 
their response to what is happening 
in the financial industry. They need 
to ensure that they maintain the 
flexibility and strength of competition 
in the financial services industry.

• In this new era, regulators need to be 
able to answer challenges quickly. 

• Sandbox helps to put a jurisdiction on 
the fintech map.

ICO & Crypto
• Transitioning from the ‘Wild West’ 

to more regulation. Enterprise 
tokenisation scalability is on the 
agenda. More and more matured 
companies issue tokens e.g. Telegram. 
What is the next thing? Governmental 
tokens... Why not issue a Brexit token 
(joke!).

• Challenges ahead, concerned the 
issues with scalability being a 
bottleneck.

 

Customer relations

• Don’t concentrate on products, just 
focus on what consumers want to 
achieve.

Challenges, drivers and 
priorities

When considering the biggest challenges, 
for fintechs from one side, and traditional 
players from another side, we ought to 
mention the rapid rise of FinTech that has 
in turn caused banks to look inwardly and 
assess whether legacy systems and processes 
are still applicable and viable. “We are now 
seeing the start of a new incumbent bank. 
This bank has fintech labs, partners with 
startups, and recruits technologists and 
coders - driving innovation forward by 
increasingly integrating a startup mindset. 
We’ve seen some incredible examples of 
banks investing, partnering and acquiring 
FinTechs in the last year,” Charlotte 
Crosswell said. One of the key drivers 
behind this is PSD2 and Open Banking. This 
particular regulation has the opportunity 
to truly transform the Financial Services 
industry, rethinking how products and 
services could be offered and delivered. 
Whether this actually leads to new ways 
of banking or innovative new solutions, it 
has set the foundation for a new, open, and 
more collaborative way of working and 
consuming. 

Fintech is evolving all the time, covering 
new sectors and technologies. What was 
once used to describe startup disruptors like 
peer-to-peer lenders and digital payments, 

Managing Editor
KATE GOLDFINCH

now covers everything from Capital Markets 
to banking infrastructure.

John Glen, MP, mentioned in his 
opening address the TOP-3 fintech 
drivers (3C):

• Competition: it is key. We need to 
welcome innovations and create a 
competitive environment.

• Capital: digital economy is rising 
faster than the traditional economy. 
So, we need to create the terms and 
conditions to attract capital at the 
market. Liberalise doing business 
terms and stimulate investments into 
R&D, science, and innovations.

• Connectivity: Fintech has huge 
potential in empowering financial 
inclusion. Open banking is the 
next step to make financial services 
cheaper, more affordable for the mass 
market, and more accessible for the 
unbanked population.

“We consider the priorities to be the 
importance of access to patient capital; 
the ongoing need for a proactive and 
technology-enabled regulatory framework; 
an acknowledgement of the importance 
of securing global talent and developing 
local skills; the need to continually develop, 
evolve and support the sector,” Charlotte 
Crosswell, CEO of Innovate Finance noted. 
With this in mind, she announced the launch 
of the Fintech Strategy Group (FSG) with 
the City of London Corporation. This group 
will provide an industry-led independent 
group with the aim of challenging ourselves, 
looking at what it is needed now to prepare 
for the future, and bringing together 
fintech leaders and innovators, whilst 
providing a platform for external parties, the 
government, and regulators to consult and 
engage with. “We were encouraged by the 
Chancellor’s vocal endorsement of the Sector 
this week and his announcement of the FSG 
as it reflects many of the discussions we have 
held on behalf of our members with HMT 
and across Whitehall over recent months.”

Photo credit: IFGS
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How do you evaluate the impact of 
Brexit on UK fintechs? What steps 
should be done to protect the 
financial innovation sector in the 
UK, and to force fintech talent 
pool development?

Passporting (i.e. the ability of 
fintech companies to obtain a single 
authorisation to access the remaining 
27 EU jurisdictions) drives capital and 
cost efficiencies.  Without it, UK-based 
fintech companies engaged in regulated 
activities will have to set up a subsidiary in 
the EU, obtain a new local licence, and transfer 
business to that entity.  In the absence of any other agreement, passporting will be lost on 
Brexit.  This is likely to have an increased impact on later stage fintechs as they begin to 
want to expand into new markets.  Of course, not all fintech companies need to be regu-
lated.  (Many regtech companies, for example, are unregulated.  They are likely, however, 
to want to provide services to regulated entities and will therefore need to continue to 
have in mind EU rules on delegation and outsourcing, as those will govern any arrange-
ments with EU Financial Institutions.)

Please tell us more about the creation of a blueprint for a financial services 
free trade agreement post-Brexit, and how it will help to decrease some 
potential negative consequences for fintechs…

At Hogan Lovells, we have been working with the International Regulatory Strategy 
Group “IRSG” (co-sponsored by the City of London Corporation and the CityUK) to come 
up with a proposal which minimises the impact of the loss of passporting.  The UK Gov-
ernment have adopted our proposal, as confirmed in the recent speeches by both Theresa 
May and Philip Hammond.  The proposal is for a financial services chapter of a free trade 
agreement.  Other chapters could apply to other regulated sectors with similar issues.  
More specifically, the proposal enables mutual access to each other’s markets based on 
a single home state authorisation. If Mutual Access is granted, this will be on the basis 
of regulatory alignment. In appropriate circumstances, such as the mutual adoption of 
global standards, such  an alignment could result in the laws remaining largely the same. 
In other circumstances, it may be that ‘Outcomes’ are agreed and, provided that those 
are implemented, the detailed implementation may differ.  Many in the industry place a 
value on cost efficiencies gained from alignment and there seems little, if any, call for a 
so-called bonfire of regulation.  

Continued collaboration between supervisors will also be especially necessary for 
those firms with larger branches in host countries.  We have also proposed an indepen-
dent dispute resolution mechanism which protects the red lines of both parties.  This 
mechanism would leave interpretation of EU and UK law to the respective court systems, 
and would not require either territory to amend their laws.  Their remit would be instead 
restricted to determining whether alignment was maintained.

What can help the UK to continue as the global fintech capital?
Financial innovation will remain critical if the UK is to continue as the global fintech 

capital.  Theoretically remaining aligned with the EU could impact that, but the risk is 
surely low.  The FCA’s groundbreaking Regulatory Sandbox and now their proposed Global 
Sandbox have both been achieved within the constraints of EU membership.  Innovation is 
never “done” though the UK must keep moving forwards.  It is vital that the UK continues 
to lead from the front in the development of policy relating to fintech.  Perhaps the impor-
tance of the development of global standards for cryptocurrencies is a good example of 
why going it alone is unlikely to produce the best results.

Financial Innovation will 
remain critical if the UK is 
to continue as the global 

fintech capital…”
Rachel Kent, Partner, Head of Financial Institutions Group at 
Hogan Lovells, shared some thoughts on the BREXIT impact 
on the UK fintechs

EXPERT OPINIONS

BREXIT OPEN BANKING

IFGS SPECIAL REPORT

Your expectations, will the UK 
Open Banking Project Deliver on its 
Promise?

It will take some time for consumers to realise 
the power of open banking. I don’t believe “open 
banking” as a term will mean anything to them. 
Instead, it will be about the new products and 
services that will become available by banks 
and fintechs to make it easier and cheaper for 
consumers to manage finances and share their 
financial information in a secure way. This will 
not happen overnight, but may take months, even 
years.

How do you evaluate the revolution 
of open banking and what does it 
mean for the customers?

The success of open banking will be measured 
in a few different ways including incumbent 
banks’ ability to retain customers and, on the 
flip side, ability of challengers to acquire new 
customers. The availability of new financial 
services applications will be another strong 
indicator. For customers, open banking means...

How PSD2 will influence the 
concept of ‘identity’? How do you 
see identity processes changing 
within the next 5 years?

Banks are well positioned to offer identity as a 
service, but I’m not quite sure they’ve understood 
that yet, or rather that they understand the 
opportunity in offering such a service. PSD2 
is a first step in sharing identity information 
with a customer’s consent, but this can easily 
be expanded to KYC as a service. Imagine at the 
car rental desk you receive a push notification 
on your phone prompting you to share your 
personal information from your bank with the 
car rental firm. By the tap of a button, you share 
the requested information for a limited time, in 
an encrypted form with the firm. In the Nordic 
countries, managing one’s identity has already 
become much improved. We will see more of this 
in the next five years, but it will likely take slightly 
longer for it to become ubiquitous.

Can you 
describe a 
business case 
that opens up the potential of Open 
Banking?

The big picture business case is the two-sided 
marketplace that is enabled by open banking. On 
one side you have the ‘suppliers’ (or banks), and 
on the other side you have ‘customers’ (fintechs, 
developers, PSPs and even banks themselves) 
who want to access the suppliers. In this case, it’s 
typically about access to account information 
and payments. This translates into new revenue 
opportunities for banks, and stresses the 
importance of having strong relationships with 
the developer community.

Which new technologies can 
help drastically improve identity 
processes?

One of the current weaknesses in most identity 
processes is the use of username and password, 
or shared secrets as it’s called. By moving away 
from shared secrets and embracing public key 
cryptography, identity processes will become 
much more secure and not as vulnerable to mass 
breaches. The use of public key cryptography 
will also significantly improve the customer 
experience.

How is open banking challenging 
the established financial industry?

In one word, disintermediation. Incumbents 
should clearly be worried about how upcoming 
challengers can cause customer churn. It’s 
important to understand what causes customer 
churn. Ultimately, it’s the lack of customer 
centricity that causes customers to go elsewhere. 
If customers are happy with their providers, 
meaning they are getting the right service and the 
right products, at the right price, there is no reason 
to leave. As a result, established players in the 
financial industry must embrace open banking 
and will need to go on the offensive to offer 
the products and services that their customers 
demand.

MARTEN NELSON
Co-founder & CMO,

Token.io
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Dynamic entrepreneurship energises our 
economy, creates wealth for founders and 
investors, and ushers in societal benefits 
of new products, jobs, and technologies. 
Nowhere do we see this more than in the 
accelerated world of tech startups. 

The blood-testing company Theranos 
and its founder and CEO, Elizabeth Holmes, 
garnered considerable media interest with 
the alleged ability to test for conditions 
ranging from diabetes to cancer using just 
a few drops of blood from a finger. Media 
attention followed and magnified the 
subsequent events and discoveries leading 
to the company’s disintegration. Theranos’ 
securities fraud saga concluded in March of 
2018, with the settlement of SEC charges of 
fraud leveled at the founder. It’s a sobering 
reminder of the bad things that can happen 
when the necessary precautions aren’t 
taken, and appropriate professionals are 
not engaged to ensure correct execution of 
capital raising.

Theranos struggled through several 
investigations and lawsuits from multiple 
parties, but it was the securities fraud charges 
that ultimately crashed the company. 
While other flawed consumer and business 
actions by the company are serious, it was 
defrauding investors that resulted in the 
most severe punishment. The SEC ordered 
Theranos to return over $750 million to 
investors, while Holmes is personally 
liable for $500,000 in fines and banned 
from serving as a public company officer 
or director for the next ten years. Holmes 
also has to return millions of shares and 
relinquish voting control of the company 

that she dropped out of Stanford to found. 

The ultimate lesson of the 
Theranos saga?

For entrepreneurs looking to take their 
business to the next stage of growth, the 
case of Theranos offers a hard lesson in 
what happens when raising capital is not 
done through the appropriate channels 
– namely, engaging licensed investment 
bankers to manage the raise. The one thing 
which the company and founder were most 
severely punished for – securities fraud – was 
something that could have been avoided if 
appropriate professional advice had been 
taken when raising funds.

While Theranos had a strong legal 
team, there was little the lawyers could 
do to prevent securities fraud from being 
committed in the first place. Legal counsel 
is responsible for providing advice and 
defending clients’ best interests, but they 
are not licensed to underwrite and oversee 
capital raises. That is the domain of 
investment banking professionals. To bypass 
engaging bankers in later stage capital raises 
is to risk violating securities regulations and 
being charged with investment fraud. For 
Theranos, that risk turned into a very real 
and irreversible outcome.

So how can issuers protect 
themselves from the potential 
pitfalls of raising capital 
incorrectly?

In today’s highly regulated financial 
environment, it’s imperative for issuers to 

engage licensed brokers who structure a 
raise where the responsibility – and risks – 
of compliant investor communication on 
the sale of securities are limited to those 
same professionals. There is no such thing 
as ‘securities fraud insurance’, but the act of 
hiring licensed bankers to manage your raise 
is essentially that. 

By engaging a banker, issuers effectively 
transfer the responsibilities and risks 
associated with securities sales to a 
professional who is fully equipped to 
handle them. It’s in your banker’s interests, 
as much as your own, to ensure your raise 
is fully compliant and all investor sales 
communication is compliant. Then you, as 
the issuer, can be secure in the knowledge 
that your raise is in line with regulations and 
you remain protected in the event any issues 
occur. 

For very early stage companies, with 
limited resources, who are raising capital 
from friends and family as well as angel 
investors, the upfront cost of engaging 
investment bankers may not be justified. 
However, at the “scale up” or “growth stage” 
of raising more significant amounts of capital 
from strangers, the cost of not hiring the 
appropriate professionals can far outweigh 
the fees of those professionals. For Theranos, 
valued at $9 billion at its peak, the financial 
and existential cost of failing to engage 
professional bankers was devastating. This 
oversight all but destroyed the company, the 
careers of the individuals involved, investor 
value, and hundreds of jobs once held by 
employees. 

And what about the investors, 
are they protected?  

The use of banking professionals not 
only protects issuers from their, oftentimes, 
inadvertent fraudulent communication and 
mistakes, but provides a similar ‘insurance’ 

The Theranos securities fraud 
settlement… an easily avoidable 
financial and career train wreck for 
the founder

JEFFREY SWEENEY 
CHAIRMAN & CEO

US CAPITAL GLOBAL

Using an appropriately licensed Investment Banker can help avoid 
securities fraud liability for founders and directors when raising 
capital. Theranos is a cautionary tale of mistakes raising growth 
capital for tech startups or other companies...

to investors. The laws are written so that 
it’s not up to the investor to do appropriate 
diligence to uncover misrepresentation. 
The issuer’s responsibility is to make sure 
what’s represented to investors is factual. The 
bankers take regulatory responsibility for 
these representations made in the offering 
and ensure that all communications to 
investors are factual and absent of hyperbole. 

The bankers do the investigative work 
(Due Diligence) in order to make sure that 
the representations that they make to 
investors are true and accurate, to the best of 
their ability. If these representations are not 
accurate, there are severe fines and career-
ending sanctions for misrepresenting the 
facts. Under penalty of law, representations 
to investors must be factual and the 
assumption by investors can be “what’s said 
to me by the bankers is true”.

So the engagement of bankers in a deal 
ensures investor protection as well, but this 
also reduces the likelihood of wronged 
parties taking advantage of compromising 
circumstances,, to personally pursue actions 
against the issuer, and stage a hostile 
takeover – another threat that became true 
for Theranos.

We’re confident that the company could 
have avoided the final straw of being 
charged with massive securities fraud, if 
they had simply taken out ‘securities fraud 
insurance’ – by hiring licensed investment 
bankers to manage the sale of its securities. 

Ultimately, it’s always advisable to do 
things properly from the beginning. When 
it comes to acquiring capital to grow your 
business, the investment banking industry 
is mandated to support issuers and protect 
investor interests. 

uscapglobal.com

EXPERT COLUMN
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Unlocking an energy revolution?

What happens when 
you put together the 

old-fashioned, slow-
moving energy 

sector with 
the fast-paced 
and cutting 
edge world 
of blockchain 
technology? 

The discussion 
at a recent 

Unblocked 
Events conference 

on this topic got stuck 
into some wide-ranging 

themes about how our society is 
changing, describing the major societal and environmental 
shifts which are forcing the energy sector to reform and 
modernise, and where it turns out that blockchain and 
distributed ledgers have a key role to play.

So what are the global mega trends shaping this 
energy transition? There are the now well-known 4 ‘Ds’ 
– Decarbonisation, Decentralisation, Digitalisation and 
Democratisation – but there are also wider trends. These 
were outlined in a broad-ranging speech by keynote 
speaker and ‘godfather of AI’, John Henry Clippinger 
of Swytch, who discussed how we can accelerate the 
transition to sustainable ‘glocal’ economies at scale. 
He argues that the move towards financial, monetary 
and institutional innovation created by the advent of 

blockchain, combined with exponential innovation 
in solar and battery tech and data-driven machine 
learning analytics, is giving us the opportunity to make 
a fundamental shift in how we price energy and will 
fundamentally change how we invest and do business 
globally.

In a lively follow-up panel with speakers from Electron, 
IBM, Fintricity and UCL Energy Institute on the challenges 
of real-world implementation, speakers debated whether 
blockchain or distributed ledgers were best used to reform 
existing centralised business models to make them more 
efficient or whether time was best spent on disrupting 
these industries and creating entirely new business models 
altogether in which fossil fuels and traditional utility 
companies would soon be a thing of the past. Perhaps there 
is still room for both?

A more nuanced approach would see the utilities 
not being disintermediated but shifting towards being 
business-to-business providers rather than business-to-
consumer operations. Self-described ‘recovering MP’ Laura 
Sandys outlined a vision in which the entire regulatory 
model needs to be reshaped to reflect this new world 
where a wave of technologies and challenges – including 
blockchain but also AI, the Internet of Things, Big Data, and 
a Multi-Utility, Multi-Vector model – will be so complex as 
to leave regulators struggling to catch up. A future model 
might instead be based around the following principles: 
regulate for how consumers consume not how businesses 
are organised; regulate for system optimisation to deliver 
the most productive, efficient and affordable system; 
promote transparent, cost-reflective and open markets; and 

HELEN DISNEY

only regulate for where energy system security is truly at risk.
But, some might ask, how can blockchain companies talk 

of reforming the energy sector and policymakers talk up 
the benefits of blockchain when the environmental impact 
of the bitcoin mining process - known as proof of work - is 
so energy intensive? As Alastair Marke, who heads up the 
climate change work of the British Blockchain Association 
as well as being head of blockchain innovations (Climate 
Change) at Abt Associates explained, it has been estimated 
that Bitcoin mining guzzles as much electricity annually as 
Nicaragua in the first quarter of 2016. However, it may not be 
as bad as it seems since as Marke points out: “Energy-efficient 
blockchains can process significantly more transactions 
per second at minimal cost, while accommodating an 
ever-expanding user base”. Possible solutions discussed 
by participants at the event may entail combining green 
blockchain-based innovations with using either blockchains 
based on proof of stake, rather than proof of work, or new 
generation blockchains like hashgraph or others which 
use different types of consensus mechanisms. Marke is also 
working on concept that combines a blockchain mining 
regime with the trading of renewable energy certificates 
(REC). “If validating computers are chosen based on the RECs 
registered within a parallel energy blockchain network, this 
could energise many energy-related digital currency systems 
and scale up renewable energy development in many 
countries”, he says.

Start ups presenting in a rapid-fire showcase also had a 
variety of answers to the question by providing different 
green technical and business solutions, all of which could 
help lead us to a lower-carbon future. Presenters included 
Energi Mine (using Artificial Intelligence and Blockchain 
to revolutionise the way that energy is purchased and 
consumed globally), Verv (a platform allowing homes with 
renewable energy and battery storage to share green power 
directly with their neighbours at an affordable cost), Zero 
Carbon Project (purchase energy through a zero carbon 
market place and be rewarded with Energis tokens if you 
spread the word) and Irene Energy (an energy supplier built 
on the Stellar blockchain allowing you to choose renewable 
producers). There seem to be many different ways to square 
the green blockchain circle.

Other global champions of blockchain implementing 
projects around the world such as Manu Marchal of 
ConsenSys, Nick Beglinger of Cleantech21 and Ismail Malik 
of Blockchain Lab spoke of the key components for success 
including more regulatory certainty, access to capital and 
developers, the need for a well-educated business and policy 
audience and the challenges of making institutional changes, 
where blockchain is a shift in mindset not just another IT 
solution. 

Singapore, Dubai, Korea and Switzerland all received 
honourable mentions as good places to do blockchain 
business but the UK got a mixed review – some gave brownie 
points for the FCA sandbox being opened up on a global 
scale but there was also criticism of Britain being to slow 
to act in implementing blockchain and getting real-world 
projects off the ground, mainly due to regulatory concerns.

An even more radical vision might be one in which a 
decentralised energy blockchain future was not dependent 
on the conditions of any one nation state or jurisdiction - but 
that vision of a decentralised future sand the current reality 
still remain many worlds apart.

Founder of Unblocked Events
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SWYTCH - LEADING THE BLOCKCHAIN ENERGY 
WORLDWIDE REVOLUTION?

John Clippinger is Chief Innovation Officer 
and Founder at Swytch.io. He has held senior 
positions in government and large enterprises 
as well as founding multiple software 
companies. He recently founded the Token 
Commons Foundation in Zug Switzerland, 

where his team is developing protocols for decentralized 
governance, self-sovereign identity, and the issuance of Swytch, a 
utilisation token.

Here at Swytch, we are involved with using blockchain-
based crypto tokens that incentivize and facilitate the general 
industry transition from old-style (fossil) fuels, to new, clean, 
renewable energy sources. This paradigm shift is very close 
to happening, but there are still barriers to the switch that 
remain in place. This is what we hope to do with our product; 
to remove some (if not all) of these major roadblocks.

Carbon Pricing is the problem that needs 
to be tackled

The big issue that we are facing right now, in tackling 
climate change, is the fact that you do not have pricing of 
carbon. Therefore, there is no real incentive for people to 
change. But if you can start to price the carbon, and rewarding 
those who produce sustainable energy, creating viable local 
markets, and creating liquidity in those markets, you may 
have a solution. 

Therefore, the mission is to create a protocol. A token that 
incentivises, on a global scale, the transition from fossils to 
sustainable. Take sovereign wealth funds, like in Norway, for 
example. They may be looking great right now, sitting on 
$3tn, but we know that is all going to evaporate in the next 
5/6 years. It is very clear, we cannot continue to be betting 
everything on the petrodollar, or in the value of carbon, and 
therefore I think there is going to be a hell of a wake-up call. 

We know the tragedy of the commons. When you think of 
the climate as a common collective burden, you see that it is 
really in everyone’s interest to fix this problem. Then the next 
question is: to keep it alive and generative, how do we do 
that? And that’s where we come in: when you realise the full 
cost of carbon and you want to make the transition, you buy 
Swytch, you produce Swytch, you hedge against this market.

Various cities and organisations around 
the world are getting on board with this 
energy revolution, they are open to change

Take Barcelona, for instance, as a whole they are very open 
to these ideas; their mayor is very supportive, in fact. That’s 
part of the Catalonian experience, they provide us and others 
with a very receptive environment. For example, they want 
to introduce tokens for housing, and also for transportation. 
There is also a company in the Netherlands and Israel that is 
creating tokens for reward-style programs. What I am seeing, 
however, is that it is very difficult to work with traditional 
governmental bodies, because you are meeting with a 
lot of resistance, despite the amazing things that all these 
different technologies can do. For now, the really interesting 
developments are happening when we are working on the 
edge of cities, it’s those bodies that are most receptive to 
change. 

Everyone here at this event (Energy Unblocked) is 
now working in this alternative economy. If the current 
traditional economy starts to collapse, and is no longer 
viable, I am in the other side, I am hedging against that. And 
you find that a lot of other people are looking at that as well.

The new ‘prosumer’ model is what will be 
driving this change

What we have being seeing lately, is the rise of the 
‘prosumer’ model. In the traditional capital market, you 
have the producers on one side, and the consumers on the 
other. But our token is designed on the premise that you 
can do both; you can augment your account, you can deficit 
your account, you can produce more value by using Swytch. 
There is a new way for people to generate income, so if they 
want to provide a service like cleaning up a park or similar, 
they can issue tokens around that. And, even better, they 
don’t have to offset it by debts. So I think that we are moving 
into a whole different world.

We are at the convergence of many 
exciting technologies, that’s what makes 
this all possible

If you want to create liquidity, whilst also mitigating risk; 
how do you do that? You do that with real-time learning in 
the device. We never had that before. That, to me, it’s a huge 
breakthrough. All these technologies that develop open-
source, we can use when designing our smart tokens. We 
have baskets of this things that perform dynamically in a 
certain way. That’s new. And that’s really wild. So we are part 
of a next generation of tokens that are themselves programs. 
And they are adaptive programs. So you get smarter and 
smarter tokens that change their behaviour in order to 
maintain some kind of outcome. And what’s more, you 
don’t have pump and dump, because it’s an algorithm that 
controls that.

Furthermore, what this new technology does, is allow 
anyone, anywhere, to access this market. So we have a 
mobile app. So say I’m in Africa, I can produce so much 
SWYTCH at this cost, and I can set up a unit and I can 
trade this anywhere in the world. Or I can be doing this in 
California. But I have different configurations of different 
prices. And the oracle is making the adjustments, it’s a 
machine-learning oracle. 

You have to be careful about AI, however. I was at an early 
stage of AI and people were sold it and they were all sorts 
of kinds machine learning levels, specification, and it gets 
all over-sold. We are a whole group that have been doing 
it for many years in MIT. There is a lot of bullshit being 
done. There is no doubt about that.  And there is very very 
ambitious projects, and they are pointing in to a number of. 
And they are raising a lot of money. And there are really cool 
ideas. But they are early. But in my mind there is no doubt 
that something is gonna shake up. Because you are starting 
to see things at a working scale. We are building this whole 
new infrastructure and is just popping up. And things are 
falling by the wayside. I’m sure that 80% of the things are 
falling up by the wayside. And the rest is gonna remain. And 
they are going to be the new Google.

Alpesh Doshi is Founder and CEO of Fintricity, 
a fintech consultancy specialising in agile digital 
transformation. He is a globally renowned 
thought leader in how organisations can 
transform and future-proof their business using 
emerging technologies, particularly around dig-

ital, big data & analytics and blockchain. He is focused on innovative 
thinking and practical strategies to add value for his clients fast and 
often, introducing the agile approach of working to digital transfor-
mation.

Open Source and Collaboration is the Future, 
the Proprietary way of thinking is the Past

I think these events are good, because you meet with people 
you know, and you can have a debate and a discussion about all 
different approaches to the market. The community is quite small 
and everyone knows each other. People are doing different things. 
And obviously they were some fundamental differences of what 
people think. I don’t know if you were in the session, there were 
some opposing views on what should be done in the tech industry, 
you know, I am a techie. And the tech… you can do it. And these 
changes are not just happening in energy, it’s about how blockchain 
is gonna change the world, and how do you evolve it to make it real. 
And that’s the thing; It’s all about making it real.

We are building this new model through our engineers, through 
our funders, through our consultants, implementing open-source 
and collaborative models. That is a key pillar, and how you are going 
to get adoption. Everyone who is trying to push through proprietary 
stuff, they will fail. It’s never worked; the evidence is there. The core 
structure of things will have to be open source, otherwise it won’t 
work. Nobody, anymore, wants to be tied in to a particular vendor 
or a particular company around just one piece of it. But building a 
business solution within this collaborative, open source model isn’t 
easy, it’s pretty hard.  

The Prosumer Model and Tokenisation are 
going to power this Energy Shift

Finally, you start to see that you can connect the value-chain 
together. At the end of the day, who is the consumer, it’s the indi-
vidual or the company, using the energy. You have to connect that 
to the rest of the model. Because the demand side, of the users of 
energy, are relying on the supply side. And then you have to think on 
how does it fits together. Will what they are doing there, lead to the 
consumers of energy being able to get what they need? And I see 
the disconnect. There is a disconnect that I see.

Enough people aren’t talking about the tokenisation model yet; 
one of the panel members was saying “Oh yes, but none of the 
guys care about tokenisation”. Whether they care about it or not is 
going to affect them. It’s already there, and it is going to happen; 
this tokenisation model. If you are not thinking about it now, you are 
going to have think about it later; whether you like it or not. The way 
to not approach this is by thinking “no, it is not gonna happen, never 
gonna happen, we are not doing, we don’t want to do it”. And then 
when it comes to having to structure your whole business model 
around tokenisation, these companies will be nowhere.But I know 
there are some key pillars of capability around and they are going to 
exist. And I am saying, that’s why a token model, a token economic 
model is going to exist. And is going to happen, big time and multiple 
industries. 

Well I think the foundations have been put in place. I think there 
are market pressures in the energy market like sustainability, re-
ducing carbon-footprint. And you see demand is driving the biggest 
consumers of energy to figure out how they are going to reduce 
their energy costs and consumption. On the supply side there is still 
not a supply of clean and alternative energies. So there are people 
out there looking at how can they build that capacity and offer that 
into the community. There are also communities building their own 
energy creation. I don’t need to go out to the grid I’m just gonna use 
my own energies. And so that is going to scale as well. 
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Omar Rahim is CEO and Co-Founder of Energy 
Mine, a startup using Artificial Intelligence and 
Blockchain to revolutionise the way that energy 
is purchased and consumed globally. The Fintech 
Times caught up with him the Energy: Unblocked 
event to pick his brain.  

First and foremost, we are hear to learn, and to see who is 
open to collaborating

What we have seen today [at Energy Unblocked] is just the 
tip of the iceberg. Genuinely, I think that the application of 
blockchain in the energy industry feature some really exciting 
and genuine use-cases. Our goal is to talk to as many people as 
possible and encourage collaboration. We find people who are 
providing one solution and say to them “you can focus on this 
area, and you can use our technology, and then we can solve 
this problem quicker, together”. There are a few people here 
today that I hope we will be working with in the next couple of 
months. 

When it comes to regulation, most entrepreneurs just want 
regulatory clarity. 

Governments, such as Gibraltar (relevant in the financial 
sector of course), you have got a regulator that is very friendly 
and clear to blockchain and crypto businesses. And that’s a 
bonus to entrepreneurs, because they know what they are 
getting into, they know the rules, and then they will abide by 
them. The UK has an amazing chance right now- 30% of all 
blockchain businesses are set up in London/UK. But nobody 
backs it, because there is no regulatory service in place, and 
it is difficult if you don’t know what the rules are. So the FCA 
is obviously looking at this space, and they will soon make a 
decision. 

The UK has not been that good with tech over the years; how 
many unicorns based in the UK, compared to Silicon Valley? 
And with all this talent in London at the moment, we want to 
keep it here. It would be a huge step for the government if they 
were to get it right. People want to pay taxes and contribute 
to the economic growth of the UK. But until the government 
provides more clarity about the rules, people are going to go to 
a safer jurisdiction. You get a situation where people will rather 
go to Asia and the US. Governments really need to be proactive 
in order to solve this problem. 

When you look at this technology, we are only just getting 
started really.

Right now, with crypto, you have only a small subset of 
people who understand how game-changing this all is. I don’t 
think we have reached a mass market yet. The things that 
will make people sit up and take notice is when they realise 
that the central governments are controlling money supply, 
international bank transfers are charging you 7%, and they are 
taking 6 days to load. Once people realise that it no longer has 
to be this way, I think the space is going to get a thousand times 
bigger. 

The buzzword is access; everyone will now have it. The 
investment arena has now been democratised. Traditional 
VC models had always locked a lot of people out, snapping 
up the best startups, with the best deals, and ultimately 
when they wanted to dump their position, they would do an 
IPO. Now, we’ve got the same access for someone sitting in 
Africa, who’s got $100, as someone in London $10 million. 
This is the potential that this system offers us, and it gives us 
the opportunity for the biggest redistribution of wealth in 
economic history, and could be completely game-changing for 
these developing regions.

And then when you think about the usages of AI, that is 
very exciting too. We feel that AI is going to take jobs. It’s not 
a bad thing that it’s going to take jobs from humans, and I 
don’t think that it is something to be feared. Because on the 
flip side, AI really has the potential to give you the time to 
focus on the things you enjoy. We want AI and automation-
based systems to replace everything possible in this country. 
But then the reason we said not trading and not services, is 
because people don’t want to hear it. People feel nervous 
about trusting million of dollars of energy, it is a difficult thing 
to sell, about trusting their stuff to a ‘robot’.

Carrying out an ICO was a challenging, but rewarding 
experience

The (welcome) pressure of doing an ICO is that there is a 
much higher level of accountability with the token-buyers. 
We have seen most of them face to face, we now know the 
people who have put faith in you. Essentially, they have paid 
funds upfront on the premise that you are going to deliver 
something for them. These guys put a tremendous amount of 
pressure on you as well, you have to be available at all hours. 
And they will ask the same question all over again, because 
they are often not traditional investors, so they have different 
approaches and outlooks. But that’s how it is, you can’t have 
all the upside and none of the challenges and downside.

In a traditional model, with VCs involved, the main 
problem you have is that the they are constantly focused on 
the exit. As a result, you are ending up with misaligned goals 
between the investor and the entrepreneur. But with an ICO, 
you find that your goals are much closely aligned, along with 
a greater level of accountability. You will always have some 
people in your community that really want you to succeed or 
will happily wait years for an investment to come off, and this 
is a refreshing and exciting change when compared to what 
we are used to.

Blockchain is going to make the Energy Industry exciting 
again

Even when you talk about blockchain and crypto, that 
generally still doesn’t make the energy industry exciting for 
anyone outside the industry.  What they do care about are 
things like saving money through the minimum amount of 
hassle. If you can provide them with that, whilst at the same 
time helping to provide solutions to the climate change crisis, 
then that has to be a positive. 

In addition to this, I don’t think that the traditional model 
of a big centralised power stations is viable anymore, because 
people are starting to generate their own energy, and they are 
decreasing their reliance on big energy producers. But they 
haven’t got an execution venue, they don’t have the place to 
trade the energy. So that’s why you’ve got so many businesses 
today talking about peer to peer because it basically allows 
you to [largely] cut the energy producer out of the loop.

You put this proposition to a major energy company, and 
they turn around and say “well, if this is the case, then we are 
going to be going out of business.” This only happens if they 
do nothing about it. Just look at Nokia, how they used to be 
a market leader. The same demise awaits any company who 
refuses to change, and doesn’t pivot their business model. 
You will get some casualties in the next few years, for sure. 
At the end of the day, blockchain is complicated, energy is 
complicated, and when you mix the two together you create a 
complicated model; understandably, it will take some time for 
everyone to get onboard. 

Unfortunately, though, rather than innovate themselves, 
we are seeing these big players saying that “our strategy is to 
wait and when we see one doing well, we will just buy up 
these startups”. So that’s the strategy; I guess it could work, 
but it’s a risky strategy. Now though, startups can skip this 
whole process, they don’t have to hang around and wait for a 
traditional company to snap them up- they can raise their own 
substantial amount of funding. That’s the really exciting thing.

GET READY: THE ENERGY 
INDUSTRY IS ABOUT TO 
BECOME SEXY AGAINBlockchain is just a tool for the Energy Sector, 

you build your solution around it
These are global solutions to the energy crisis. This is not just 

about blockchain. You are building a solution and a solution does 
not just involve blockchain. It involves a bunch of other technol-
ogies. IoT and you can actually measure power, production or 
consumption that help you to use AI to determine your demand. 
I talked with somebody the other day who works with one of the 
largest engineering companies, and they don’t have an accurate 
way for measuring what the consumption is. Well, unless you 
figure that out, where the consumption is, how can you build the 
model to reduce that consumption?. Therefore you have to see 
what is the solution to this problem: is it IoT, is it data, is it block-
chain? Or perhaps, is it all these things together?  

People get on the bandwagons about blockchain. As expected 
in any market, what happens is, AI is becoming really sexy. The 
media is so.. So many media outlets just don’t understand AI. You 
hear them talking about AI and Google Assistant or Siri. This is just 
voice recognition converting voice to tech, that’s not AI. I mean, the 
quality of these products are actually reasonably good these days. 
But, there is really not AI in there at al. Analytics of formulas and in 
a spreadsheet; again, that’s not AI. I want to stress this, because 
this is a problem that I have to encounter all of the time.  

The reality is, nobody really cares whether it’s blockchain or not. 
What they care about is solving business problems, or what you 
could build around it. And that’s what you focus on; the fundamen-
tals of how this new world is gonna work. The creation of this new 
models through decentralised model will fundamentally change the 
world. It will take a lot of time, is not going to happen tomorrow. 
But in every market and every sector where you can have that kind 
of model, you fundamentally change every business, every market. 
How people make money, you can do it. 

These technologies, decentralised ledgers, 
AI, are going to change the world, but it isn’t 
going to happen overnight...

The problem is people think, ‘Oh AI is gonna lose my job. It‘s not 
going to do that’. So many things that humans can do that ma-
chines can’t do, won’t do for the next 200 years or so. Is not going 
to happen. I worked with data scientists, I did AI, neural-network in 
the 80s. Today it’s called deep learning .In the late 80’s early 90’s 
we called it neural -network, which is some of the sectors in name. 
Now it’s called deep learning- cooler name, but it’s the same stuff! 
Take Google search, they use something called a knowledge graph, 
which they have been working on for years, so when you type 
on a Google search ‘Brad Pitt’, it doesn’t search the name of the 
word ‘Brad’ or ‘Pitt’; there is a semantic model that describes Brad 
Pitt as a concept. They don’t call it a semantic model, they call it 
a knowledge graph because obviously that sounds a lot sexier. 
But that is also part of the AI landscape, and has been for a while, 
again, this stuff isn’t exactly new. 

And I get frustrated with that because people are using buzz 
words and band it about. They don’t really know what they mean. 
The reality of AI is usually far removed from what people are ac-
tually thinking about. If you talk about AI in general is made out of 
10 to 20 different disciplines, if not more. And these different disci-
plines can all be quite separate and not really working together.

Jobs are going to change. However, we have been working 
in the big data, AI space for 10 years, we are still early in terms 
of using these technologies to transform business. If you look to 
these companies they are just starting using big data analytics. It’s 
not called big data analytics, it’s called AI now, but it’s the same. 
And people are just starting to use that. If you look at some of our 
plans and prospects, they are literally just starting to use data. 

If you look at how complex it is to implement any technology 
in any company, when you start doing this kind of stuff in these 
companies, it becomes, people realise… You know to change 
something is hard work. It has been mentioned throughout this 
event. People underestimate, I know this having worked in that 
space for 20 years. People think ‘Oh yeah, I’m just going to buy 
blockchain and it will all be fine!’. No, no, no. Implementing this 
stuff is fundamentally changing our existing infrastructure, your 
business. That’s hell of lot of change, that’s hard work.
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INTERVIEW

Michio Kaku on Bitcoin, 
Perfect Capitalism 
and the Recipe for 

Becoming a Billionaire

Professor Michio Kaku has long been my personal hero, 
so listening to his presentation at the World Government 
Summit in Dubai (a ‘Davos Forum’ in Middle East attracting 
over 4,000 leaders from 140 countries) and then interviewing 
him in person was an enormous joy for a truth seeker and 
hopeless optimist like myself. 

 One of the most influential physicists and futurists of 
our time, tackling such sexy topics as space travel, Mars’ 
colonies, AI, and, of course immortality, Michio has managed 
to interpret science for the most wide-ranging audience in 
a series of books such as “The Future of the Mind” and new 
release “The Future of Humanity.” 

 But after listening to him speak at the WGS – an 
extraordinary event uniting the brightest minds of the world 
- I realised that his expertise goes well beyond physics. Here’s 
how he sees the world, from an economics point of view.

The age of Perfect Capitalism 
“We are building up to something that I call “Perfect 

Capitalism”, stated Professor Kaku. “Capitalism is a private 
ownership where prices are set by supply and demand. 
Period. End of story. That’s called capitalism. But capitalism is 
imperfect. Supply and demand are imperfect. You don’t know 
who is cheating you. You don’t know what a profit margin is. 
You don’t know who is gauging you. You don’t know what 
other people think about a product. That’s imperfect. Plus, 
you have all these middle men – who don’t do anything 
except transferring goods from point A to point B.”

 But perfection is coming, he believes, thanks to the 
consumer getting to know so much information about a 
product, including supply and demand, at the touch of a few 
mobile phone buttons. The result is; more competition, and 
better markets.

 Professor Kaku continued: “Perfect capitalism is where we 
are going today. Eliminating a middle man. Eliminating all the 
friction of capitalism. 

There are of course, winners and losers. The winners are  
– society. Society benefits, things are cheaper, more diverse, 
better quality. But who are the losers? Every revolution has 
losers. The biggest losers are – the middle men. Like brokers. 

Now, today stockbrokers no longer sell stock. But that 
sounds stupid. Of course, stockbrokers sell stock, what else 
they are going to sell? No, stockbrokers no longer sell stock. 
Because stockbroking is a middle man job. You can buy stock 
on your wrist-watch. Now stockbrokers sell something that 
robots cannot provide. It is called intellectual capital. We 
are talking about experience, know-how, savvy, intuition, 
analysis – we are talking about something that robots do not 
have. That’s where jobs are going be for middle-men”.  

 

How to become a billionaire 
 But what if you are hyper-ambitious, want to disrupt an 

industry, and want to become a billionaire? What if, inspired 
by Jeff Bezos, you want to create the next Amazon? Or the 
next Uber? Airbnb?

 
  Dr. Kaku has a genius but simple formula:
 
1)    Take any industry 
2)    Find its middle men
3)    Find its point of friction
4)    List all the aggravation and waste
5)    Digitalise it
 
This is where I remembered one of my favorite quotes by 

Leonardo da Vinci “Simplicity is the ultimate sophistication”.
 After his speech, when I got to interview Dr. Kaku in 

person, I was eager to ask him a question that had been 
bothering me for quite some time. If you think about it, 
without governmental money there would be no Silicon 
Valley, no Internet and even no Elon Musk who has been 
no stranger to governmental funding. And the fact is -  just 
about every innovative poster-child company here in the 
U.S., including Intel, Compaq and Apple were advancing 
public funds such as SBIC or SBIR. These are companies 
that wouldn’t even exist without government funding and 
support. How is it all going to play out in the near future? 
Will, for example, blockchain technology change the 
relationships between governments and innovative ventures 
in need of a “patient” capital?

 Dr. Kaku, who grew up in Silicon Valley, shared with me his 
own view on that. Certain industries require a jump-start - for 
example the nuclear industry or space programs -  however 
other industries have done it largely independently. He 
stressed that government should certainly play a key role  
here– especially in education. In his speech he had said, “We 
have to make sure that we sponsor great universities, that we 
have great prizes, that we reward people for taking initiatives 
in creating something where nothing existed in the past.”

 As for blockchain – well, “blockchain is just a way to keep 
track of a sequence of things -  that’s why it is important for 
bitcoin, but when it goes to the government projects we 
know where the money is, we know where accountability 
goes – blockchain is less important.”

 

What about bitcoin?
As Dr. Kaku mentioned bitcoin, I realised that if I were 

to produce a feature film about bitcoin, I would give the 
role of Satoshi Nakamoto to Dr. Kaku – a charismatic and 
hyper-intelligent man who looks powerful and intriguing by 
default. Wait – are you thinking what I am thinking? Is there 
a …slight chance it was him? Well, if you are in the pro-bitcoin 
camp, get ready for some disappointment…

As Michio told me: “My personal point of view – you 
cannot stop virtual currency. As far as what are things worth 

- things are worth whatever you are willing to pay for. A glass 
of water could cost a billion dollars if a billionaire is willing 
to pay a billion dollars for a glass of water. And I can create 
a virtual currency and have it worth whatever you want as 
long as someone is willing to pay for it. So, it is gambling, it is 
speculation.

My personal attitude – it is not productive. My criteria for 
what is either good or what is: what is productive, what it 
produces, what good purpose does it serve humanity. Bitcoin 
is not a productive industry. At the present time it is gambling, 
it is speculation – you cannot stop it because humans love to 
gamble – there is a gene for gambling in our genome. So, we 
always have things like bitcoin, we always have things like 
slot machines, and we have things like gambling as it is part of 
who we are but for me it is not productive.”

 While I was reflecting on Michio’s observations, I 
remembered the fact that bitcoin users expect 94% of all 
bitcoins to be released by 2024. Naturally, while approaching 
a $21m ceiling, the profits of miners will be fading. What’s 
next then? As Central Banks continue to pile up the financial 
system with massive and unsecured monetary printing, are 
we going to experience some kind of “crypto-singularity” 
event? Remember the fact that the average life expectancy 
for a fiat currency is 27 years – while gold has relished a 
monetary status (which means it is a medium of exchange, 
a unit of account, and a store of value)  for over nearly 2,600 
years and has been accepted since globally! And if anything 
– it is FAITH that will determine the future of the so called 
“digital gold” and gives it intrinsic value – first and foremost. 

The day after my talk with Michio I found out that Regal RA 
DMCC, a gold investment and trading firm in Dubai, was the 
first company in the Middle East to receive a license to trade 
cryptocurrencies. The company will be able to store Bitcoin, 
Ethereum and other cryptocurrencies in a vault located in 
DMCC headquarters in Almas Tower in Dubai.

 
Stay tuned.

Victoria Silchenko, Ph.D. is a leading alternative funding expert, 
an economist turned entrepreneur and educator, Founder & 
CEO of business consultancy Metropole Capital Group, Creator 
& Producer of the World Funding Summit and an Adjunct 
Professor on “Entrepreneurial Finance” @CLU. Dr. Silchenko 
currently serves on the Board of the Los Angeles Venture 
Association (LAVA) & California Stock Xchange.

VICTORIA SILCHENKO
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PRADEEP GOEL - 26 YEARS OF RESHAPING 
THE HEALTHCARE INDUSTRY

BLOCKCHAIN IN PRACTICE

Solve.Care is a new, healthcare-focused company that aims to 
tackle many of the inefficiencies of the healthcare system using 

Blockchain technology. Its founder, Pradeep 
Goel, is a veteran of this industry, with 
4 successful companies and 26 years of 
experience under his belt. He has also been 
named in the Goldman Sachs list of the 

top 100 entrepreneurs in the world. The 
Fintech Times recently caught up with 

Pradeep for an in-depth chat about 
Solve.Care, what it can do, and 

about his personal background 
leading him to this point. 

Hi Pradeep, excited to be talking to you; we have 
heard so much about your entrepreneurial journey! Is 
it true that you created your first startup at Uni? How 
did you progress from there? 

Thanks guys, I started my first company with my brother 
in 1991, while studying for a Master’s Degree. It was an IT 
company focused on automation and workflow software. 
We eventually ended up focusing just on the healthcare 
industry - we were looking to fix and simplify billings from 
doctors to insurance companies and the government. And, as 
it happens, I have been working in healthcare ever since!

We managed to beat all the big industry players to win 
major clients. Most large healthcare insurance firms including 
various Blue Cross Blue Shield organizations, adopted our 
platform, and we also ended up working with the Medicare 
program. We definitely managed to disrupt this traditionally 
old-school industry!

What would you have done differently if you could hit 
reset? What advice would you give to someone starting a 
new business during their studies, or indeed to yourself 
back then?

With my first company, everything in the beginning was 
done with very little capital or external support. So, if I were 
to start again, having more of both of those things would be a 
priority. Other than that I wouldn’t change much; healthcare 
has proved itself to be a very supportive industry when the 
right idea comes along. I’m very glad that this is the sector I 
have chosen to specialise in!

What advice would I give? Always keep in mind that the 
whole process will take you longer than you think. Despite 
that, you shouldn’t give up, make sure you stick with it – 
it’s worth it in the end. You should also choose your team 
carefully – this is crucial because they are vital to your success 
in everything that you do.

Great tips Pradeep! Obviously, you started out quite a 
few years ago- what changes have you noticed in terms of 
starting a business then, compared to now?

I would say that this is the best time in human history to 
be young and disruptive. This is because society these days 
expects change, and status quo gives way to innovation far 
faster than it used to. For a young entrepreneur, therefore, it is 
much easier for a good idea to get traction. That being said, 
the execution of any idea is still hard- always is, always will 
be. 

I would also say that you definitely have to run faster and 
work harder in today’s climate, living as we do in this 24/7 
world. This makes attaining a good work/life balance much 
harder than it used to be – you are always online, people are 
always talking to you, and the various forms of media are 
always switched on. Maintaining that balance will be one of 

the key steps to being successful.

Speaking of young entrepreneurs, how about your 
upbringing - did your family and your childhood 
environment encourage your entrepreneurial spirit?

It’s hard to know where exactly this desire, this motivation 
that drives me, comes from. What I do know is that my 
parents – I am originally from India – had a high standard of 
expectation for my brother and myself. They believed that the 
main person to compete against is always yourself; you need 
to strive till you are satisfied with your own performance. 
When I moved to the US for my studies, my spirit and 
entrepreneurial impulses were fostered and developed. I 
truly believe that the US is great for encouraging any new 
entrepreneurs.

Well your entrepreneurial spirit definitely flourished in the 
US – you are now onto creating your 5th company! It’s been 
a long road for you – can you tell us about what has been 
your most challenging experience?

Yes, certainly, there is one instance that immediately comes 
to mind. When I started my first company and signed our 
first major client, our system was placed in their mailroom 
operations in the basement of their big building. So I spent 
a lot of my time working with the mailroom staff, who used 
to start their work shift at 4:30am, and so I did the same. 
We spent many years working with this client and over 
the years we grew together with this business. I eventually 
became their Chief Information Officer and was regularly in 
the Boardroom on the top floor. To me it is both a matter of 
honour, and a matter to pride to have made that journey from 
the mailroom to the Boardroom.

So, now you have moved onto creating Solve.Care, 
a company that will utilise Blockchain to tackle the 
inefficiencies and administrative failings of the current 
healthcare system. I believe your motivation behind this is 
due to your own personal experience?

Yes, my 3 year old son has a developmental disorder 
and he requires a tremendous amount of care, getting 
therapy and assistance from a range of professionals with 
specialised skills. Everyone has been as helpful as possible 
including dealing with the insurance/financial side of 
things, but I ended up thinking that there must be a better 
way. Restrictions, delays, manual coordination, who owes 
who what? This really hammered home, to me, the many 
inefficiencies of the centralised systems and how things are 
working.

Therefore, I believe that we need to a better, a more 
decentralised approach, with more Peer-to-Peer (P2P) 
transactions, which is basically the only way to deal with, and 
to keep up with, the speed and the complexities of modern 
healthcare systems. 

The current centralised systems are not only inefficient, 
they are prohibitively expensive to maintain. Simple 
modifications and changes end up incurring extortionate 
cost, under the current system.

Essentially, P2P capability can empower consumers and 
doctors, and this is where the Blockchain and Solve.Care 
come in. We are working to help facilitate P2P transactions 
between all the stakeholders without the need for policing 
all transactions between them, resulting in a net benefit to all 
users of the system.

It’s a great idea and project! The problems that you are 
trying to address, involving insurance companies etc., 
can seem quite US-Specific. Can Solve.Care also have 

applications in other countries?
Absolutely, we have received so much interest from so 

many clients around the globe – from Singapore, the Middle 
East, EU, and the UK. There is such an appetite for what we 
are doing; we are basically giving patients greater authority, 
whilst simplifying payments for doctors and practitioners. 

There are four pillars of healthcare: access to healthcare, the 
administration and management of care, timely and accurate 
payment for patients, and achieving optimal outcomes for 
patients. These are principles that we can apply anywhere, 
regardless of the healthcare model for a particular country.

The great benefit of our system is that everybody wins. 
Employees/Consumers/Patients are not receiving a lower 
standard of care; insurance companies are able to cut costs 
without impacting quality of care; similarly, government 
bodies can enable greater access to care, whilst also saving 
money. We aren’t robbing Peter to pay Paul for this model to 
work – it’s a win-win.

Like many Blockchain startups, you have turned to an ICO 
as a way of raising funds for your company. How is the 
process going so far?

So far, it has been a challenging journey. The first issue is 
that this whole area is a rapidly evolving field, with many 
things that were true a month or two ago no longer being 
applicable now. Secondly, we took the decision of running 
a blue-chip token sale, which means that we are only selling 
to accredited token buyers not making grand statements, or 
engaging in speculation. We are conducting ourselves as if this 
was an IPO, playing everything by the book. By going down 
this route, we have actually made things harder for ourselves. 
I do not regret this approach, we have benefited from being 
conservative and compliant.

Does Solve.Care represent where all your previous work has 
been leading? Is this the final point for you?

I have worked for, and with, insurance companies, large 
employers, and government organisations. I have worked 
in a few different roles, and also created companies in a 
few different areas. I have also been privileged to work on 
key government initiatives during the Bush and Obama 
administration... I definitely feel like Solve.Care is the 
culmination of all of my working experiences.

I have a very clear personal vision for Solve.Care. This 
company will deliver value to everyone, and not just in the 
US. I also want an engaged and effective management team, 
because this mission is bigger than my lifespan. In the end, 
I hope that the next generation of managers that we are 
grooming will be able to take over. I am not working on a 
build-to-sell model here. This is why we have gone down the 
ICO route as opposed to seeking VC funding – we are keeping 
control of the company and building for the long term, same 
as Jeff Bezos built Amazon and Jack Ma built Alibaba. The 
people who are helping build Solve.Care will end up running 
it all.

Speaking of people who helped to build it, how important 
is it to enable them to take control one day?

Very important- this is why I have such enthusiasm for 
creating an in-house academy set-up at my companies. I was 
inspired by Jack Welch, CEO of GE, who set up an academy 
where all the managers went to be trained, and this is what, I 
believe, made GE one of the greatest companies in the world. 

In these academies, we look to bring in top talent from 
universities from a local region, and then give them extra 
skills and training, investing in them. Many of these people 
have become some of our best performers - obviously we 
have turnover and lose some people- but that is natural. 
Internal promotion is a slower path that takes more time and 
effort, but I believe it is a more sustainable path, it helps us 
grow and keeps us strong in the long term.
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Q: It’s great to meet you guys, we have 
heard a lot about you and your product. 
What’s the idea behind the FarmaTrust 
Project?

Raja: When I was working at Al-Jazeera, 
I started reading about smart contracts, 
because it was a concept that interested me, 
because one day it could end up removing 
the need for lawyers (Raja is a barrister 
by background)! Then, after having done 
some research and taken a look around 
different industries, it occured to me that 
the Pharma industry could really benefit 
from Smart Contracts, mainly due to their 
immutability, and this would be something 
that would benefit the wider public. I felt 
that smart contracts would be of particular 
use when dealing with the many regulatory 
requirements that those within the pharma 
industry have to adhere too.

Q: What would you say are the issues that 
you have the solutions to?

Raja: Up to a million people, according to 
the WHO, are dying because of fraudulent 
and incorrect medicines - that is the main 
problem. And not do people just die, but 
then whole generations find themselves 
ruined financially. A family wastes money 
on substandard drugs, and then getting into 
debt to buy more drugs to try and help this 
sick person, dealing with the fallout. We take 
it for granted, in a developed country, the fact 
that we have either the NHS or an insurance 
scheme, not everyone is so lucky. Then we 
also come onto the  issue of inefficiencies, 
relating to drugs that are expired/out of date 
and sitting on the shelves, and this costs 
the industry, as a whole, about $3bn at the 
moment in the US alone. You know, this 
money could have been used for R&D in 
order to find, and develop, so many more 
drugs. 

These companies need more visibility 
over their products worldwide, because it 
is hard to keep track of them, with all the 
different systems, in different jurisdictions 

etc. This is something that we can solve for 
them, because we are tackling it throughout 
the supply chain - at all the different points. 
This means that anyone, anywhere, will be 
able to scan a pharmaceutical product and 
then be able to tell if it is the real deal. In 
the developing world, for example, people 
can use their mobile phones for this, rather 
than having to invest in pricey scanning 
equipment.

Peter: It is worth pointing out that, not only 
are we satisfying the track and trace element 
of the regulations of the FDA and others, we 
are also providing management info and 
intelligence  to various companies about all 
of these products, which can be massively 
useful to them. We were talking to someone 
earlier this week who was losing 5% of 
revenue just through non-reconciliation of 
accounts! And it also provides a touchpoint 
for people who would not necessarily trust 
each other. The whole industry is essentially 
trustless, and improving trust, not just to the 
public, but also to regulators and NGOs as 
well, is important. 

Raja: Returns fraud is a big thing too. One 
company in 2014, for example, managed 
to defraud a couple of pharmaceutical 
companies out of $480m in an 18 month 
period, via precisely the kind of issues that 
Peter was just illustrating. 

Q: Who are the main beneficiaries of your 
system?

Raja: Well the pharmaceutical supply 
chain is like any other big supply chain - you 
have many different people within it,  with a 
different level of interest in our systems. For 
instance, DHL and other logistics companies 
really like blockchain, and have been testing 
it out. Some pharma corporations are 
dabbling in it too. But in time, with the right 
education and success stories - we believe 
that they will all get fully on board, when 
they understand the benefits that we are 
bringing for them. 

Developing nations are a massive 

beneficiary of our system, because they will 
find it easier to adopt our technology straight 
away. They can almost leapfrog a couple of 
generations of technological development by 
going straight from, say, a paper-based system 
to a mobile one; skipping multiple stages of 
developments that other countries have to 
go/had gone through. For instance, we can 
look at the Telecoms industry as an example 
of this, they are using mobile internet and 
installing mobile phones everywhere - going 
straight to wireless technology. You look 
at the fact that mobile phone payments in 
Africa are huge, much more common than 
here in the UK.

They also tend to very youthful 
populations, and this is only growing. This 
means that with these young people driving 
change, these countries are more open to 
solutions such as ours. We believe that we 
can tap into this change, this big technology 
leap into blockchain systems. Look at 
charities: once they send drugs into these 
countries they don’t know what happens to 
them, but with our tech they will suddenly 
have full transparency on where they end 
up, who is taking control of them. Their 
governments also have a political motive to 
be working with us, because they want to 
seem as innovative as possible.

Generic companies are also open and 
receptive, often more so than others. They 
tend to operate with thinner margins and 
on a smaller scale, and they want a solution 
installed quickly. And because they have a 
smaller bureaucratic structure - they can do 
this. We find that it is easier to explain our 
solution to them as well.

We also found ourselves speaking with the 
association of online pharmacies, and they 
are trying various things to ensure the safety 
of their medicines, their products. So then 
the fact that our system shows them all the 
various steps, from beginning to end, with no 
chance of the data being changed, this type 
of system could be a game-changer for them. 
As a whole, the online marketplace for drugs 
is somewhere where we will look to have a 
massive impact in. 

Then you also have law enforcement and 
NGOs. For example, Interpol can inform 
various law enforcement bodies if we find a 
large batch of counterfeit drugs. Then they 
can go in there, check what is going on, and 
take these drugs out of circulation. As for 
NGOs, a cost effective solution helps them 
a lot as, being taxpayer funded, they face 
higher controls on their spending, and more 
scrutiny as to where they spend their money.

Q: So you are talking to all these different 
beneficiaries and partners- what motivates 
them to use your solution more- is it the 
money or the cost savings?

Raja: Well we think that it is possible for 
both of these goals to go hand in hand. 
Companies will spend some of the money 
on their shareholders, of course, but these 
potentially massive savings can be used to 
spend money on other important areas. 

Then, there is also the tax incentives. 
Efficiency and keeping people alive goes 
hand in hand, and at the end of the day the 
function of these industries, in one way or 
another, is to keep people alive. 

Peter: Also, the brands that we are dealing 
with don’t want any PR damage, and that is 
another factor, they don’t want their name 
being associated with any drugs that are 
potentially fraudulent, or harmful. So for 
them, it is not just the money, it’s also about 
the absence of negative publicity. 

Raja: And if you think about product 
recalls too, we are able to make that process a 
whole lot easier as well, it could take literally 
seconds; you can put a block on the PoS 
systems and instantly stop any pharmacies 
selling anymore of these drugs. 

Q: OK, so tell us about you and your team 
- what’s your background?

Raja: So there is myself, I am a Barrister by 
background, and have worked as General 
Counsel and company secretary managing 
legal affairs, risk and good corporate 
governance. I have also managed a number 
of major technology and media projects 
worldwide. Then there is Peter, our COO; 
and before joining us he had successfully 
created and grown businesses and realised 
value through trade sales. Shahnawaz is a 
senior technologist with over 21 years of 
IT experience in managing, architecting, 
designing and developing software 
applications across Financial Services, 
Investment Banking, Shipping & Logistics 
and Government projects. He has been 
involved in blockchain for a number of years. 

Then we have David A. Cohen, our Chief 
Technology Adviser at FarmaTrust. David is 
internationally renowned for his pioneering 
work in the Decentralized Software industry, 
Digital Currency and Blockchain industry. 
He was the founder and CEO of Infotility, 
and also a former IOTA Foundation member. 
David is currently founder and Chairman of 
dcntral, a blockchain-based Cybersecurity 
company as well as advisor on the Machine 
Economy for Hashgraph. Last but by no 
means least, there is Mike Barbarelli, our 
senior software developer. He has over 
a decade of experience in full stack web 
development, has been involved with 
blockchain technology since 2016, and is a 
certified Ethereum developer. These are just 
some of the guys on our team, but there are 
plenty more who do great work for us. 

Q: Do you think your background stands 
out, in terms of blockchain related startups? 

Raja: Yes, I guess we have a slightly 
different background to the rest of the ICO/
blockchain ‘crowd’, we are not fresh out of 
university, or whatever. The thing is though, 
investment rules are always the same, 
regardless of what kind of company you are 
running, or are involved with; you need a 

Farmatrust: 
Saving Lives, 
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FarmaTrust is a global tracking system which aims to 
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blockchain solution to an old industry problem.
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BLOCKCHAIN IN PRACTICE

strategy, you need a product, and you need 
guys with the knowhow to take you forward 
and keep you innovative. Obviously, I am 
not saying that coming from university is a 
negative - look at the massive companies like 
Apple, Facebook etc.- these were all started 
by university dropouts. However, these 
guys were still smart enough to assemble an 
experienced and competent team around 
them, and this is what makes the difference. 
We don’t want to alienate ourselves from our 
ICO colleagues though, it’s just pointing out 
that our background is different. At the end 
of the day, can anyone really say they have a 
‘blockchain background’ in such a fledgling 
industry?

We are providing a business solution based 
on a nascent technology. We have identified 
and are already working on solving a 
problem, whereas many others in this area 
have either invented a new concept, or a new 

framework, and then have to work out how 
to implement it. We have a great use-case, 
coupled with pitching it to a market that has 
a financial incentive to get on board with our 
product. 

One of the things, is that we don’t 
emphasise the blockchain issue - it is a 
tool within the total offering. We are not 
just trying to squeeze blockchain into our 
solution you know, just because it either 
sounds good, or we thought why not - it 
actually brings us benefits of immutability, 
cross-border solutions, security, the whole 

package. We tick all the boxes as 
to why you would use blockchain 
for your company. It’s more secure 
than cloud based systems or 
servers, and it works with other 
technologies and legacy systems. 

Q: What’s your view on the 
ecosystem as a whole at the 
moment?

Peter: We recognise that this is 
a massive market and that we are 
not the only guys who are doing 
this - therefore we are heavily 
helping to promote the various 
different interoperability standards 
throughout this industry. For 
instance, if you were to have an app 
where you can check on the status 
of a drug, it could look up many 
different providers who are the 
custodians of this information, not 
necessarily just us. 

Raja: I think the whole blockchain ethos is 
about cooperation, that whole Silicon Valley 
mentality of “let’s talk and work together” 
Obviously we are still competitors with 
each other, but we still can come together to 
pursue goals equally, and work together to 
make society a better place. There may be, for 
example, some other people who are better 
at tackling certain issues than we are, we 
may be the best solution for the developing 
world due to our cost efficiency, whereas 
others may be the best choice at the logistical 
level. But I think that we have really thought 
about it as a complete solution for the 
pharmaceutical industry; and we would be 
very happy for instance with say taking 10% 
of this market, that would still be a massive 
amount! 

Shahnawaz: We met someone who was 
working in this 
field, who were 
narrowly focused 
on getting the 
tracers into the 
pill, working on 
research etc. that 
in the end they 
hadn’t had any 
time or money 
to work on the 
back end, the 
software, the 

infrastructure, to support their technology. So 
they were looking at us as a possible partner 
and a solution to this problem - maybe there 
is a synergy here, in 1-3 years time, with their 
front end and our back end basically, so this 
shows how we are flexible and how we can 
all work together, just by talking.

Q: Do you think the negative press 
around Bitcoin at the moment is a 
hindrance? 

Raja: I do think that the reputation of 

blockchain has suffered, thanks to what has 
happened with bitcoin; although I think 
that is changing slowly. Of course in any 
industry there are scams, but they do seem 
to be highlighted within the bitcoin-sphere. 
Everyone wants in, they want to know about 
it - and the news focuses on the negative or 
sensational aspects.

This is a nascent industry, and this is likely 
to change over time. People can be scared off 
by blockchain, due to the Bitcoin negativity. 
Therefore, we need to educate people, our 
partners, on the separation between bitcoin 
and blockchain, and the benefits and safety 
of blockchain. It’s a bit like e-mail at the very 
start. I mean right now, most people in the 
industry are using cloud based systems - 
they are much less secure than blockchain 
technology! I mean, Bitcoin has never been 
hacked, the fundamental technology is very 
secure. 

Q: So you have you own form of 
cryptocurrency within the system- can you 
talk to us about how it works?

Raja: You buy a single token, an FTT 
token, and it can be used to either buy 
compliance tokens (CTT), in a batch amount 
for tracking, or you can use these ZOI tokens 
to actually take the data from our platform. 
Anyone within this supply chain may want 
to take the data off our system, for analysis 
by Governments, NGOs etc. or companies 
seeking to minimise their losses and 
maximise their efficiency. And then you have 
a whole marketplace ecosystem in place as 
well. 

Q: How are you specifically using 
different technologies?

Raja: Well we are at an exciting point right 
now; with AI, blockchain, IoT technologies 
maturing, becoming more understood, 
and with wider acceptance. As for medical 
systems and devices, the regulation is 
fairly similar already, so this is definitely 
something we are also interested in. We have 
deliberately made ourselves sensor neutral, 
we only care about the data points, whether 
it is RFID, IBM chip, QR code, we don’t really 
care because they all can be incorporated 
into our system to make it work better. We are 
blockchain neutral too - just because we are 
right now basing what we do on Ethereum - 
that doesn’t mean we cant move to a different 
blockchain in future - we can stay ahead and 
onboard and flexible with these changes.

That it one of our differentiators - other 
similar companies are forcing their clients to 
use a particular sensor. In our opinion you 
would have to be a massive corporate entity 
with substantial R&D budgets to go down 
this route - much better and easier for us to 
take an holistic approach. Everything will 
soon become automated; from the packing 
of medicines to the delivery to a pharmacy 
or customer. And then we are future proofing 
ourselves already, because we are collecting 

data at each and every point on this journey. 

Peter: Also, you are seeing regulation that 
will be enacted and implemented during 
2018 and ‘19, which introduces serialisation 
and digital identities on products. Without 
this new technology being introduced our 
product couldn’t really exist, so we are now 
at the perfect time to take advantage of this 
technology when it comes into play - it’s 
almost like the planets aligning. 

Q: What’s next for you guys technology 
wise? And once you ‘conquer the market’ 
will you move onto another one?

Raja: Technology is moving really fast 
when it comes to all of this labelling 
technology, and we can work with them 
all whether they are QR, RFID, other smart 
labels, or new environmental sensors. For 
instance, normally you can only use RFID 
technology on the more expensive products, 
because of the cost of producing such chips 
etc., but now you have printable RFID chips 
that are coming along, much like printable 
QR Codes. Also, there are interesting things 
being done with molecular systems that you 
can put into the platform - that’s the really 
interesting stuff - you could end up being able 
to track each individual pill basically, not just 
the packet as a whole. 

Peter: The use of RFID Chips to monitor 
the environmental conditions of products 
for Temperature-sensitive drugs for instance 
are really interesting as their effectiveness 
can be reduced  if the temperature has been 
changed too much in the process of transport 
of a drug.So then you know whether these 
strict parameters for temperature have been 
breached.

Shahnawaz: The strategy to the solution 
of the problem is more important than the 
technology we are using to achieve this. The 
great thing is that we can always change our 
technology, we can adapt depending on 
how fast or slow the uptake of this all is. The 
main thing that we have to focus on is the 
immutability of blockchain, and how vitally 
important that is when applying our solution 
to this particular industry. 

Raja: As for other markets? We don’t 
look anywhere else - only pharmaceuticals. 
We don’t really want to be getting into the 
situation where we are trying to be all things 
to all men. Obviously there is the possibility 
down the line of trying to be like an Amazon, 
you know going into the server sector etc. 
or other stuff but at the moment and next 5 
years or so, 1.3tn dollars is something that 
we can spend a lot of time working with - 
and remember we are trying to implement 
a global solution here too. I think that if we 
choose one to focus on, and that we then do 
it well, we are far more likely to be successful, 
because we will end up understanding the 
challenges and issues that much better, and 
you know who is involved. 



T H E F I N T E C H T I M E S

18   I   April 2018

The United States of America

The US System of Government 
and Law 

Executive Summary / Bottom Line 

The US is a regulatory mixed bag when it comes to 
blockchain, cryptocurrencies, and ICOs. From the ICO 
perspective, the US has had many negative, and perhaps a 
few positive, recent developments. However, dealing with US 
law and the US market is not really a matter of choice for any 
serious ICO – in the long run the US is simply unavoidable. 
The US capital markets are too large, and its customer base is 
simply too numerous and (relatively) wealthy, to ignore. Any 
supposedly ‘global’ ICO which forever seeks to bypass US 
law, US markets, and US customers, exposes itself to the risk 
of being blown out of the water by one which manages to 
successfully engage the US.

The unique US system of government and law is a 
fascinating one, with regards to how it creatively balances 
stability and progress, freedom and duty, centralisation and 
local liberty. There is no doubt as well, that an effective US is 
generally good for the entire world. An effect US is one that 
stays on top of innovation and firmly grasps developments, 
instead of letting them pass by. Therefore, it is deeply 
worrying that US is currently not effectively leveraging 
the national opportunities presented by blockchain, 
cryptocurrencies, and (regulated and honest) ICOs. 

If the US is not careful, then they risk letting these 
developments (blockchain-related and others) essentially 
pass them by. All parts of the jurisdictional system, including 
US lawmakers and regulators, need to get involved and 
communicate with one another if this situation is to be 
remedied, and avoiding the worst-case scenario. Thankfully, 
the US has a uniquely-flavored constitutional form of federal 
representative democracy which is specifically designed to be 
receptive to consensus-building, experimentation, advocacy 
and change.

Introductory Note

This inaugural article on discussing ICO jurisdictions will 
focus on the US, and is divided into several parts. This part 
(part 1) will provide an overview of the US legal system, with 
part 2 focusing on the very important topic of US securities 
regulation. There are several interrelated reasons for this 

special treatment, some of which are listed below. The 
bottom line is that understanding and working with US law, 
especially US securities regulation, is both invaluable and 
beneficial for companies contemplating an ICO.

Firstly, the US regulatory framework for securities provides 
a useful “reference case” for other national frameworks. US 
securities regulation has proven itself to be both effective and 
flexible, but is also undeniably complex, and is fraught with 
traps for the unwary. The law and practice associated with 
US securities regulation has been extensively updated and 
interpreted over its history, and has been used as a model 
for many other countries’ systems. Thus, an understanding 
of the history, principles, and policies undergirding the 
US framework can be leveraged to then understand and 
appreciate other how other nations approach the regulation 
of securities. To the extent that the US framework falls short 
(and it does in some areas – especially now with respect to 
ICOs), other countries have and will leverage these shortfalls 
to create their own areas of unique competitive advantage. 
Understanding the US framework is, therefore, key to 
spotting, evaluating, and exploiting the advantages offered by 
these other countries. 

Secondly,  there is the fact that, rightly or wrongly, US 
government departments and agencies have an expansive 
view of their jurisdiction. This shows up in at least two ways. 
On one hand, US law in general defines the term “security” 
very broadly, so US regulators see themselves as having 
broad “subject-matter jurisdiction” over anything that even 
slightly resembles a true security. On the other hand, the 
US government also has a very broad view of its “territorial 
jurisdiction”. If US interests, including those of its citizens, are 
even potentially affected in a negative way, even from abroad, 
the US government may take action. Both the reach of US law, 
and also its memory of past perceived wrongdoing, is very 
long. 

Thirdly, the US is (still) the largest national source of capital 
in the world that is available for ICOs, and most of this capital 
is accessible either directly, or indirectly, through its public 
and private securities markets. This may change if China ever 
re-enables its ICO market, or if the EU develops a consistent 
approach to ICO regulation, but for now these remain 
purely hypothetical propositions. It is true that US regulators 
currently seem to be mischaracterizing some tokens/ICOs as 
securities/security offerings when, in truth, they are nothing 
of the sort if one were to undertake an objective and accurate 
reading of US statutory and case law. However, the reality is 
that it will often be necessary for ICO success to gracefully 
concede to this regulatory mischaracterisation in order to 
gain access to US capital. In return for this compromise, they 
will be able to market themselves to wealthy Americans and 
US-based funds, who are often very eager to participate in 
ICOs; especially in the seed and pre-ICO rounds.

Overview of the US Legal System and US 
Constitution – Distributed and Decentralized

A holistic understanding of the US legal system is key 
to A holistic understanding of the US legal system is key 
to understanding how the US regulates securities (and 
everything else). 

The entire US governance and legal model is based upon 
its written constitution (the ‘US Constitution’), which is a 
beautiful exemplar of English and European Enlightenment 
thought. The drafters of the US Constitution anticipated 
Satoshi by over two centuries when they established a 
governance and legal model for the US which is both 
distributed and decentralised. This system has survived 
numerous attempted and hostile hard forks, including most 
notably during the US Civil War. The US Constitution is the 
‘supreme law of the land’, and no other law in the US, or 
action of any government actor within the US, may operate 
in violation of it (i.e., such law or government action will be 
found ‘unconstitutional’, and have no legal power as a result). 

One Federal Government and Many US State 
Governments

The US Constitution establishes a federal system of 
governance for the US. There is a single national government 
(often referred to as the ‘federal government’), with its seat in 
Washington DC, the US capital city. The federal government 
has legal, but constitutionally limited, jurisdiction over the 
entire territory of the US. Within that territory, there are 
also 50 US states (and some territories and other entities), 
defined by their geographies, each with a representative 
form of elected government. These US states are not mere 
provinces, departments, oblasts, or other administrative ‘units 
of convenience’ established by some all-powerful central 
government. Rather, they are truly ‘States’ in the traditional 
meaning of the term. Thus, US states have a form of limited, 
but very real, sovereignty within the framework of the US 
Constitution, and therefore have the associated power to 
make and enforce their own laws within their own respective 
boundaries (so long as such laws comply with the US 
Constitution). 

As a consequence, in almost every place in the US, you 
will find that, at all times, at least two distinct sets of law 
are potentially applicable: federal law and (the applicable) 
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state law. If a transaction crosses state lines, then even more 
jurisdictions can be involved. Depending upon the situation, 
this can make legal compliance extremely complicated. For 
example, each US state (except Montana) has its own money 
transmitter licensing scheme. So, a money transmitter seeking 
to operate in the entire territory of the US must comply 
with the laws of 49 US states, in addition to federal law. On 
one hand, the US is uniquely amazing in that it successfully 
balances federal and state sovereignty within a beautifully 
crafted constitutional order which has survived and thrived 
for over 200 years. On the other hand, the practical details 
of working with such a system can be painful beyond 
description. In fact, the diversity of overlapping US state and 
federal legal systems often has the effect of nullifying what 
should be the US’ major competitive advantage - a unified 
national market operating on continental scale.  

Federal Law Jurisdiction vs. US State Law 
Jurisdiction

The US Constitution provides that the federal government 
may only make and enforce laws which relate to those 
powers directly or indirectly granted to it under the US 
Constitution, with all other powers being reserved to the 
US states, or to the people (hence, the idea that the federal 
government has only ‘limited jurisdiction’). In other words, 
in the absence of a constitutional grant of power, the federal 
government will not have ‘subject-matter jurisdiction’, and 
only US states may make law. In practical reality, because the 
US Constitution provides that the federal government may 
regulate ‘interstate commerce’, and because that term is now 
very broadly interpreted by the US courts, federal power is 
quite expansive (but not unlimited). 

In some situations, where the federal government has the 
right to legislate based upon a constitutional mandate, and 
because it is deemed to be in the national interest, the federal 
government may ‘seize the field’ and forbid US state law 
from applying in a certain area, or at least from operating in 
contradiction to federal law. One such national interest might 
be establishing a consistent scheme of national regulation, 
with no local variations permitted, in an area considered 
economically critical to the country as a whole. Relating to a 
prior example, this has not (yet) been the case with money 
transmitter law – this is still primarily a US state law issue 
(with an overlay of federal banking and other law). However, 

starting in 1933 and especially since 1996, US securities 
regulation is primarily a federal law issue, with US state law 
blocked from having any effect except in some specific and 
narrow areas (e.g., intrastate-only sales of securities and 
certain fraud actions). As a result, the US market for securities 
is properly viewed as a national one, which one of the 
reasons why it is so massive and successful. 

The Federal Government’s Three Branches and 
Their Roles

In addition to sharing power with the various US states, 
the federal government is divided into 3 distinct branches, 
each with their own roles and functions. These 3 federal 
branches of government are the legislative, the judicial, and 
the executive. The division of federal power between these 
branches provides ‘checks and balances’ such that no one 
federal branch can achieve dominance and impose its will on 
the other two branches. Speaking very broadly:

1. The Legislative Branch – the US Congress – makes 
federal law and also oversees the operation of the federal 
government via its various committees and its spending 
(budgeting) powers. The US Congress is itself divided into 
two separate entities which balance and compliment each 
other – the US House of Representatives and the US Senate. 

2. The Judicial Branch – he US Supreme Court and the 
subordinate US federal courts established by it - interprets 
and decides matters (federal court cases) related to the 
US Constitution and federal law. It also has jurisdiction 
over certain disputes depending upon the identities of the 
parties involved (e.g., federal branch vs. federal branch cases 
(such as US Congress vs. US President in a case relevant to 
an impeachment proceeding), federal vs. state cases, state 
vs. state cases, state resident vs. other state resident cases, 
etc.). Recall that no law or government action within the 
US, whether federal, state, or other, may violate the US 
Constitution. The US Supreme Court is the ultimate arbiter 
of constitutionality, and there is no further appeal from a 
final US Supreme Court decision (though the court itself may 
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change its mind about a point of law in a later case).

3. The Executive Branch – the US President and 
the various departments and agencies of the federal 
government – implement and enforce federal law and federal 
programs. Most of the day-to-day operations of the federal 
government are carried out by the executive branch, subject 
to congressional oversight and budgeting, with the federal 
courts, up to and including the US Supreme Court, having the 
ultimate power to resolve any disputes.

Next Up

Of course, most readers are interested in the US legal 
system and regulation in terms of how it relates ICO and 
cryptocurrencies. Both of these areas operates completely 
within the context of the overall US legal framework, which 
should now be clear. As an example, a core issue with ICOs 
is whether the related tokens are securities – which is almost 
exclusively determined by US federal law, as administered 
by a US federal agency – the Securities and Exchange 
Commission. By way of contrast, if crypto or a token is treated 
as a currency or means of exchanging value, then is subject to 
overlapping US state and federal jurisdiction. We will explore 
the specifics in the next article.

  The US is (still) the largest 
national source of capital in the 

world available for ICOs, and most 
of this capital is accessible directly 
or indirectly through its public and 

private securities markets.
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LAW

Recent focus from the legal press has been on 
the change to the law that seemingly has no 
bearing on the fintech industry and start-up 
finance. Unfortunately “seemingly” is the key 
word here, because the change may, and very 
likely will, affect the investment environment. 

Unexplained wealth orders are a new 
tool in the arsenal of the law enforcement 
agencies, which allows them to attack 
suspicious assets without needing to meet 
the criminal law levels of proof, and even 
without starting criminal investigations.

First things first, what is the change and to 
whom does it apply?

From 31 January 2018, several state 
agencies received a right to apply to the 
courts for an order requiring a holder of an 
identified asset to explain the source of funds 
used for acquiring that asset. The agencies 
that are allowed to apply for such an order 
are expressly named by the law: the National 
Crime Agency, HMRC, Financial Conduct 
Authority, Serious Fraud Office and Crown 
Prosecution Service. They cannot demand 
the information themselves, they have to 
provide the information to the court and 
the latter will decide whether the order is 
warranted. In doing so the court will use the 
following criteria:

• The respondent must be a registered 
holder of the asset;

• Value of the assert should exceed 
£50,000;

• There are reasonable grounds for 
suspicion that the income of the 
respondent is insufficient to be able to 
acquire the asset;

• The respondent is a politically 
exposed person OR there are 
reasonable ground for suspicion 
that the respondent has been, or has 
connections with someone who has 
been, involved in a serious crime.

• If the respondent of a UWO cannot 
explain the origins of the money 
used to buy the asset, the appropriate 
agency may cease the asset under the 
Proceeds of Crime Act.

Some may argue that the vagueness of 
the words “reasonable”, the requirement 
for holding the asset, the need for mere 
“suspicion” rather than factual evidence, 
all render this new provision somewhat 
dangerous and prone to being abused. The 

UNEXPLAINED WEALTH ORDERS: 
A WORRY OR A NATURAL DEVELOPMENT

respondent will need to rely on the lucidity 
of the courts when deciding whether to issue 
such an order and, if appealed, whether such 
an issue was merited.

What this law really does is transfer a 
widely used tool of freezing and, possibly, 
ceasing a person’s asset from the criminal 
procedure into a civil law playing field. 
Now, freezing orders have been used in civil 
proceedings for a long time (ever since the 
Mareva case in 1980). Their aim is however 
entirely different to the proposed norms: 
they are designed to keep the respondent 
from selling the asset in order to avoid 
enforcement of the court award against 
him. Not to mention that freezing orders 
are used in civil suits between two private 
parties, not criminal investigations by the 
state. In addition, UWOs shift the burden 
of proof of the source of funds from the 
state to the respondent. In other words, the 
applying agency does not need to prove the 
respondent obtained the asset using illegal 
funds, rather the respondent needs to prove 
that he hasn’t.

All of the above concerns are surely going 
to become subjects of further discussions 
and litigation, especially in light of the 
already existing provisions on anti-money 
laundering and obligations professional 
advisors have to ‘know your [their] client’. 
In many cases the questions regarding the 
lawfulness of the money will be readdressed 
to the specialists involved in the acquisition 
of the disputed assets: lawyers, bankers, tax 
advisors, estate agents and so on. There will 
be some resistance on that front, given the 
severity of consequences of non-compliance 
for such specialists.

That is not the main concern for the 
investment industry though. The main 
question is whether unexplained wealth 
orders will affect the flow of investments 
in the country and if they do, then how 
they will affect it, particularly investment in 
start-ups. At the moment the main focus is 
on real estate, because it is the most obvious 
and very easy target, which has an added 
advantage of being immovable. 

Shares in a business are assets too, 
however, and when a business starts to 
grow there is nothing to prevent shifting of 
the focus on corporate stakes in companies. 

Therefore, a potential threat to each new 
venture does exist. It is exacerbated by the 
fact that no business can predict or prevent 
problems that its investors may have in the 
future. Such problems may have nothing to 
do with the business, but the uncertainty 
brought by a change of, in many cases, a 
major shareholder in the company (and 
change to a government controlled entity no 
less) is at least inconvenient and, in case of a 
public or a listed company, can be downright 
dangerous for the business.

Startups are particularly vulnerable. At 
early stages of raising capital any interest 
from a well-funded individual, company 
or fund brings about the sense of success, 
of achievement. As a result the owners of 
the start-up may forego checking their new 
investor’s viability both in terms of the ability 
to invest and the source of the funding. To 
put simply, if you need money urgently 
and someone is prepared to give it to you, 
you may accept it without thinking about 
potential consequences. This was true at 
the best of times, when the new ventures 
agreed to truly draconian limitations in 
the shareholders’ agreements, massive 
dilutions and loss of control of their own 
enterprise just to get that seed money. Now, 
it seems, there is a further risk of losing out, 
if your investor turns out to be someone 
on the radar of the government agencies. 
This risk is easily identifiable when your 
investor is a known person, has political 
connections or has received substantial 
negative press. In many cases, however, 
such people hide behind elaborate offshore 
and trust structures, or conduct their equity 
investments through personal investment 
funds or family offices, which have 
completely lawful organisation and invest in 
their own names, rather in the names of their 
investors.

So, what can startup and scale-up 
business owners do to alleviate this 
new risk?

First and foremost, there is no reason to 
stop relying on certified professional advisors 
when it comes to checking the credentials 
of any new investor. The UK legal industry 
in particular, is renowned for its ability to 
adapt to changes in the law and procedure. 
Many law firms are already reviewing their 
AML/KYC procedures as a result of the new 

developments. Asking your lawyer to put 
pressure on the investor and his advisors 
to ensure that the money comes from a 
legitimate source is the most obvious step in 
such circumstances.

Furthermore, there are technical legal steps 
start-ups can take to reduce their exposure 
to the new risk. Examples of those are, in no 
particular order:

• Inserting provisions in the 
shareholders’ agreements, which 
would transfer shares held by the 
investor immediately upon UWO 
issuance against him (making it so 
called “obligatory transfer event”). 
Please note, issuance of UWO will 
not necessarily lead to ceasing the 
assets, but if and when such ceasing 
is ordered, it will be more difficult 
to dispute the rights of the state to a 
stake in the business. Be warned, such 
provisions may be challenged by the 
state any way, but in the circumstances 
it will be much easier to argue that the 
shares are yours when they are still 
in your name and you will be able to 
continue running your business while 
you argue.

• Negotiating with the investor the 
appropriate warranties regarding the 
source of funds, and corresponding 
indemnities, to compensate the 
company and its founders if UWO is 
issued in breach of such warranty.

• Using convertible debt finance 
interests in the initial stages of 
investment, with provisions cancelling 
the conversion, in cases where UWO is 
issued against the investor.

As ever, the above tools are subject 
to negotiations and may be used in 
combination with each other. Each 
investment is unique and there is no 
comprehensive solution which will protect a 
company in each and every case. A prudent 
and well thought-out approach will work 
every time though. The question is always in 
the balance. However, if you are still in doubt 
whether your approach is right – ask your 
lawyer!

By Roman Filatov, FJM Solicitors 
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InsurTech investments attracted $2bn in 2017
Nearly $2bn-worth of capital was  
invested in InsurTech companies  
globally last year, according to research 
from FinTech Global. This growth was 
partly fuelled by incumbents showing  
increased interest in the sector as it  
undergoes digital transformation. Both 
Allianz and Munich Re were among the 
top ten InsurTech investors in 2017. 

InsurTech investments increased 
by 24% last year
Capital invested in the global InsurTech 
industry last year fell just shy of the  
investment record set in 2015. The strong 
funding in 2015 was largely driven by the 
$937m investment in Shanghai-based 
ZhongAn, a digital insurance provider. 
The company raised the funding in a  
Series A round from Morgan Stanley, 
CICC and CDH Investments. 

Total InsurTech funding remains varia-
ble due to the irregularity of large deals. 
However, funding raised from deals  
valued below $100m has increased 
steadily every year since 2014 at a CAGR 
of 21.8%. Despite the increase in total 
funding last year, deal activity declined 
by 6.3% compared to 2016.

Deal activity slowed down in the 
second half of 2017
A total of $595.9m was invested in 
the global InsurTech industry in Q4 
2017, making it the fourth strongest  
funding quarter to date. The largest deal 
of Q4 2017 was a $120m investment in  
Lemonade, an InsurTech focusing 
on home and renter insurance. The  
Series C round was led by Softbank with  
co-investment from Sequoia Capital and 
General Catalyst, among others.

Q2 2017 was the second strongest 
funding quarter for global InsurTech  

companies so far with $940.3m  
invested across 55 deals. Three deals  
valued over $100m were closed  
during this quarter including a $230m  
investment in London-based Gryphon  
Insurance, the largest of the year. The life 
insurance platform raised the funding 
in a private equity round led by Punter 
Southall Group and Leadenhall Capital 
Partners. 

Deal activity tapered off in the second 
half of last year with 80 deals closed in 
total, compared to 112 in the first half. 
Despite the decline, this still represents a 
historically healthy level for the number 
of deals completed. 

There was a clear shift towards 
larger deals in 2017
Between 2014 and 2016, there was 
no clear trend towards larger deals. 
Although deals valued below $1m  
decreased in share by 5.9 percentage 
points (pp) in 2015, this value then  
increased in 2016 to regain most of its 
original share. Inversely, large deals 
valued above $25m almost doubled in 
share between 2014 and 2015, from 
9.7% to 16.3% before the category’s 
share dropped to 9.3% in 2016.

The most significant shift towards larger 
deals took place in 2017. Sub-$1m deals 
dropped in share from 36.4% in 2016 
to 21.6%. This fall was mainly offset by 
deals valued between $5-10m which 
more than tripled in share from 5.3% 
to 16.3% over the same period. Notable 
deals from this category in 2017 include 
the $7.9m investment in London-based 
Zego, a pay-as-you-go insurance  
provider. This Series A round was led by  
Balderton Capital with participation 
from LocalGlobe.

INSURTECH

GLOBAL REGTECH SUMMIT
22 May 2018, London

Source: FinTech Global

Global InsurTech investments, 2014-2017
(USD, number of deals)

2014

Less than $100m                    $100m and above                    Number of Deals

2015 2016 2017

1,996.3m

1,610.8m

2,041.9m

1,182.1m

616.1m

859.8m

663.1m

947.7m

640.0m

1,356.3m

93

205

192

118

Source: FinTech Global

Global InsurTech investments by deal size, 2014-2017
(as a % of total number of deals)

2014

Less than $1m               $1m-5m               $5-10m               $10-25m               Above $25m

2015 2016 2017

100% = 72

9.7%
9.7%

13.9%

29.2%

37.5%

100% = 98

16.3%

11.2%
8.2%

32.7%

31.6%

100% = 151

9.3%

15.2%
5.3%

33.8%

36.4%

100% = 153

13.1%

17.6%

16.3%

31.4%

21.6%

The data for this article is sourced from the FinTech Global platform. More  
in-depth research, data and analytics on investments and companies across all 
FinTech sectors and regions around the world are available to subscribers of  
FinTech Global at www.FinTech.Global. ©2018 FinTech Global
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T The problem we are solving 
is going to help a wide cross 
section of people across the 
UK, and a group of people who 

have been badly let down by the financial 
services industry up to now. More than 
40% of adults in the UK – over 17 million 
people – have no savings to fall back on 
should an unexpected expense strike. 
Yet the credit products available to these 
people range from the complex and 
expensive to the downright toxic.  

We built Creditspring to offer an 
innovative, new and desperately needed 
solution to people’s short term borrowing 
requirements that is safer, simpler and 
cheaper. Creditspring offers a real breath 
of fresh air - a radically better solution 
than dangerous, confusing and expensive 
overdrafts, personal loans, credit cards 
and payday lending, all of which can 
easily lead to spiralling debt and financial 
disaster. 

For the cost of 2 coffees a month (£5), 
Creditspring users can borrow £250 twice 
a year, repaying each time over three 
months, with no interest charged. 

One of the biggest challenges for our 
business will be launching a solution 
in a space where up to now almost all 
of the promoted solutions have been 
poisonous to the buyer, rightly earning 
a terrible reputation and increasing 
attention from the FCA.  Although the 
Creditspring product is a simple, clear 
and radically better solution, because 
everything offered up to now has been so 
bad, we will be in danger of being tarred 
with the same brush. 

However, we are confident that we can 
achieve the cut-through we will need, 
helped by the deliberately clear and 
obvious way that the product works, 
with no hidden traps, high charges or 
painful penalties. People will be able to 
see, nearly at a glance, what an awesome 
solution it offers, and then we are half 
way there.       

We think Creditspring is a significant 
step towards financial inclusion as the 
people we will help most, are those that 
have been most neglected or worse still, 
cynically ripped off up to now. 

NewBanking is a Danish 
Fintech/RegTech company 
founded in 2015 with the 
aim of providing a user 

identity platform that will allow end-
users to verify their identity easily and 
securely across businesses while at the 
same having control and ownership 
of their own data and identity online. 
The platform solves the regulatory 
challenges that the financial institutions 
are facing, especially in regards to the 
5th European Anti-Money Laundering 
(AML) directive and the General Data 
Protection Regulation (GDPR) among 
other relevant regulatory legislation.

We consider two major challenges 
for our business. Number one is finding 
the right talent for the company – the 
competition is high and typically the 
best talent is already in good a well paid 
jobs. Secondly – we still see a limitation 
of innovation appetite within the 
existing financial sector – manly due to 
the fear of the regulatory framework – 
but it is getting better though…    

We see applications of our company’s 
business activities in the field of financial 
inclusion. Financial inclusion is often 
limited due to the cost of regulation, 
especially verifying identities through 
traditional manual processes – lowering 
costs related, will make it more attractive 
to include more unbanked people.  

And analysing the major social impact 
our company has delivered so far it is 
the transformation of data ownership 
and transparency of who have access 
to what information about you as a 
person. Generally, personal data is 
valued very high and this value belongs 
to the people – so having control and 
ownership of your own data and 
identity online transfer the value back to 
the people. 

In the UK, over 2 million people 
don’t have a bank account. More 
than 8 million have no access to 
affordable credit. Those who aren’t 

considered profitable by high-street 
banks, or thought to be early adopters by 
fintech startups, are left out in the cold. 

Pockit exists to solve that problem. It 
allows anybody to get a current account 
in seconds, without complex and 
often difficult paperwork. It is, in short, 
designed for those who need it most. 
The current account lets users store, send, 
and save money as you’d expect (with a 
few bonus features like cashback offers), 
but we’ve also introduced quite novel 
products such as a credit builder. In the 
UK, and indeed around the world, access 
to credit distinguishes the haves from 
the have-nots. That’s why it’s important 
to us that customers can improve their 
credit history, and by extension all their 
financial prospects, from inside Pockit.

Financial inclusion is the beating 
heart of Pockit. Our vision dictates that 
nobody should have to rely on payday 
loans, putting them at risk of predatory 
lenders, to access finance. Nobody should 
be forced to carry their savings in cash, 
unable to do even basic online grocery 
shopping, because bank after bank has 
turned down their applications.

Even more pressingly, some of our 
customers have no stable income at 
all. This is because they sleep rough, 
or live in sheltered accommodation. 
We’re currently in discussion with local 
councils to roll out Pockit across shelters 
and homelessness charities around 
the country. The need in this sector is 
particularly urgent, as it’s impossible 
to for the homeless to access financial 
mobility without somewhere to keep 
money: nobody can get a job if they don’t 
have any means of getting paid. A Pockit 
account is a simple, easy, and affordable 
solution.

Given this background, one of 
the biggest challenges facing Pockit 
surrounds regulation. Our compliance 
team works around the clock to keep 
us ahead of the curve on issues like 
anti-money-laundering directives, and 
it’s reassuring that this government is 
moving in the right direction on backing 
innovation. Nonetheless, the UK’s 
regulatory environment remains hard to 
navigate for people who are unable to 
access mainstream finance. We’d like to 
see that change. 

Yolt began in January 2016, 
and over the past year we’ve 
been changing the way 
people think about money. 

Built with the principles of Open 
Banking, Yolt was designed to give 
everyone the power to be smart with 
their money. Since then, we’ve grown 
by over 100,000 registered users. People 
can often feel out of control when it 
comes to their finances. Yolt makes it 
easier than ever to spend smarter, budget 
better, and do more with your money. 
Our ultimate aim is to be the only money 
app you need, where users can view 
their accounts and credit cards together 
in one, smart place.

 Encouraging people to think 
differently about their spending is 
both the major challenge and drive 
behind Yolt.  We believe that staying 
on top of your money shouldn’t be a 
hassle – we aim to take away the hard 
part, so you can go out and enjoy life. 
We want people to unthink money. We 
recognise that everyone has their own 
routines when it comes to spending, 
we aim to offer a frictionless, clear and 
comprehensive view of your money. 
Ease and customisation are at the very 
heart of our mission.

Inevitably, as the market continues 
to evolve, there will be increased 
competition - particularly in such a 
disruptive market space. At Yolt we 
welcome this with open arms. We aim 
to integrate and partner with fintech 
innovators to make the financial app 
landscape as useful and inter-connected 
as possible for the ease of its users.

Yolt epitomises financial inclusion. 
Anyone from the age of eighteen 
upwards can download the app for 
free and benefit from its many smart 
thinking tools and insights, regardless of 
their income. With regards to making a 
social impact, our main aim is to change 
people’s attitudes towards their money, 
empowering them to do more. We have 
a very vocal community, and we listen 
to them closely to deliver a product 
that they love. So far, the reaction has 
been overwhelmingly positive, and 
we regularly receive stories from our 
community about how Yolt has enabled 
them to get on with enjoying life more 
and worrying about money less.

STARTUPS TO CHANGE THE WORLD
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FINTECH EVENTS

Events
14 April   
The London Cryptocurrency Show
London

An exciting one-day event and exhibition geared 
towards providing delegates with access to 
high quality information and education about 
cryptocurrency. Intended for both retail and 
institutional investors and traders, the London 
CryptoCurrency Show brings together crypto 
market participants in London for one day, under 
the one roof.

www.londoncryptocurrencyshow.com

18-19 April    
Dublin Tech Summit
Dublin
Those attending DTS will be right in the heart 
of Silicon Docks, and will have the opportunity 
to experience what it’s really like to live and 
work in Europe’s Technology Hub, as well as the 
opportunity to meet some of the start-ups shaping 
the future of tech. 

http://dublintechsummit.com/

30th April – 2nd May    
Crypto Invest Summit
Los Angeles
Crypto Invest Summit is the biggest investment 
conference and expo for ICOs, blockchain 
technology and cryptocurrencies on the west coast. 
Join us May 1-2 at the Los Angeles Convention 
Center. 4,500+ attendees. 2 days, 2 stages. ICO Pitch 
Stag with willing investors. 

https://cryptoinvestsummit.io/

15-16  May     
ICT Spring Europe
Luxembourg

The aim of ICT Spring is to encourage emulation 
and networking between business decisions 
makers, innovation managers, start-uppers, 
researchers and venture capitalists on a European 
scale.  Key figures: 5000+ key decision makers in 
IT, finance, banking, web and marketing, investors, 
entrepreneurs, start-ups etc. expected; attendees 
coming from 70+ countries ; VIP dinner with 600 
guests the first day evening.

www.ictspring.com

15-17 May     
DIA 
Amsterdam

The largest ‘must see’ insurtech event worldwide. 2 
days. Over 50 insurtechs on stage. 7 Thought leader 
keynotes. 1000 Attendees representing 40 countries 
from all 6 continents. C-level and C-1 decision makers 
of all major insurance carriers.

www.digitalinsuranceagenda.com

21-22 May     
Connected Claims USA Summit 2018 
Chicago
The insurance industry is entering an age of disruption 
and digital transformation, and as both the moment 
of truth for fulfilling the customer promise, and 
a significant cost centre, claims is a priority for 
transformation. At the Connected Claims USA 
conference, join claims visionaries and leaders to gain 
inspiration and tools for immediate implementation 
from innovative insurance case studies.

digitalinsuranceagenda.com

28-29 May     
BlockShow Europe 2018 
Berlin

BlockShow Europe 2018 powered by Cointelegraph 
is one of the major international platforms for 
showcasing innovative Blockchain solutions. The 
event will see 3,000 guests,  120+ partners, and over 70 
globally recognised speakers in attendance. 

blockshoweurope.com

4-6 June   
Money 2020 
Amsterdam
Money20/20 lands in its new home to once again 
focus the world’s eyes on Europe. Everyone is here, 
every time, coming together to explore unique 
regional insight and trailblazing enterprise, seizing the 
opportunity to meet the person or land the deal that 
will change the trajectory of their business.

europe.money2020.com

EVENTS PAGE

GLOBAL 
REGTECH 
SUMMIT

22 May
Global RegTech Summit
London
The Global RegTech Summit will be the largest RegTech 
event in the world in 2018 hosting 600 delegates. It brings 
together heads of compliance, technology, innovation  
divisions from FIs along with CEOs of technology  
companies offering solutions in the mission-critical areas 
of RegTech, RiskTech and Cybersecurity. 

www.GlobalRegTechSummit.com

Readers of The FinTech Times 
can get a 20% discount. 
Use code TFT20

28 June   
Investing for impact 2018 The Economist 
London

As with the previous Economist summits on investment and impact, 
speakers and audience members will include leaders from the world’s 
premier financial institutions, wealthiest families, largest companies, 
innovative startups and most influential foundations.

https://events.economist.com/events-conferences/emea/investing-for-
impact-2018

1-2 November   
Malta Blockchain Summit
Malta

Boasting over 2000 delegates, 100 speakers and 150 sponsors 
and exhibitors, it promises to be an innovative and momentous 
opportunity for global influencers to network, forge new connections 
and debate the potential applications of Blockchain across a myriad 
of industries such as health, entertainment, government, and banking.

www.maltablockchainsummit.com
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2017: AN EXPLOSIVE YEAR IN VC INVESTMENT

Backed by the growing Fintech scene, 2017 was 
once again a massive year for start-ups, both new and 
established, reflected in the boom in the amount of 
Venture Capital (VC) financing. In this report, the Fintech 
Times takes a look at all of the major VC developments 
from the last year. We take a look at the situation in Asia, 
Europe, and North America, and discuss some of the 
trends emerging globally. The data is sourced primarily 
from Dealroom and Money Tree. 

So, 2017 was a big year in terms of investments, but just 
how big was it? Well, worldwide VC-backed investments 
totalled $164.4B, comprised of 11,042 deals. This represents 
yet another record breaking year, with the annual global 
funding total increasing by nearly 50%, resulting in a 
millennial high point for global financing activity levels. 
Deal activity was also on the up, increasing by 11% to over 
11,000 total deals, and surpassing recent highs.

ASIA 
Asia was the driving force behind the impressive global 

activity numbers in the last year. The numbers speak for 
themselves: funding activity was up by 117%, and deal 
activity increased by 46%. This led to an overall figure 
$70.8B being invested across 2,847 deals, up from $32.7B in 
2016.

What was behind this significant surge in activity? Large 
deals accounting for just over $11B in funding took place in 
Q4’17. Furthermore, Asia was also home to 5 out of the top 
6 largest global deals of 2017, with 4 taking place in China, 
and 1 in India (with the other deal being Lyft in the USA). 

There were two deals that stood out above all others, 
both taking place in Beijing, China: Didi Chuxing and China 
Internet Plus, who closed out 2017 with funding rounds 
of $4B. Didi Chuxing, launched in 2012 by an ex-Alibaba 
employee is a ride-hailing service conglomerate that has 
since bought out Uber China, raised this funding from 
investors such as the SoftBank Group, in order to “scale 
up investments in AI talent and technologies,” and  “bring 
more innovative and diversified transportation services to 
broader communities around the world.” 

China Internet Plus, also known as Meituan-Dianping, 
retails, and delivers Chinese food from local restaurants 
online. It also runs a social commerce platform, which offers 
group discounts on a variety of services and products. It 
plans to use its $4B funding round, which was from a group 
of investors led by existing backer Tencent, to expand into 
in-store dining, lifestyle and entertainment, on-demand 
delivery and travel and leisure units.

Corporations appeared to be more involved, generally, 
in these investment deals in Asia, when compared to North 
America and Europe. Corporations participated in 35% of 
deals to VC-backed companies in Asia in Q4’17, a higher 
proportion that the other two markets. 

Asia is also becoming a significant investor in European 
tech, with €3.4B invested from 147 deals. Mega funding 
rounds, powered by companies such as Tencent and 
SoftBank, are a good example of this. SoftBank, a Japanese 
Corporate Venture Capitalist (CVC), has gathered together a 
‘Vision’ fund of around $100B, using it to invest in European 
assets such as the virtual simulation UK start up Improbable, 
and ARM, the UK-based chip designer.  

EUROPE
And it is not just Asian VCs going for the European market- 

everyone wants a piece of the action. 2017 was a massive 
year in terms of European investments and financial activity, 
with many records being broken. The total figure for annual 
European funding activity stood at $17.6B across 2,483 deals, 
respectively up 40% and 16% from 2016. As Tom Wehmeier, 
Partner & Head of puts it: “Europe’s entrepreneurial, talent, 
community, and capital foundations are strong. In fact, 
European tech today is the healthiest it has ever been[…]
investors from Europe and beyond are backing the region’s 
entrepreneurs at record levels.” 

What was driving this growth? In part, the increased 
number of big deals and large investment rounds, with 17 
investment rounds of over €100m taking place, up on 13 
from 2016. Some examples of the largest funding rounds 
among these include Deliveroo (€385m), Delivery Hero 
(€426m), and Improbable (€502m). However, even if you 
were to remove the top 10 highest investment rounds, then 
investment was still up by a significant 30%, something 
which underlines the strength of European growth in the last 
year. There is also an interesting trend to fewer larger rounds: 
fewer but larger early stage rounds, and increase in larger 
follow-on rounds above €5 million.

Despite such a successful year, there is still clearly room 
for growth within the European sector. Countries that are 
still lagging behind are Italy, Portugal, and Turkey; countries 
which are perhaps ripe for investment opportunities.

Talking about per capita investment, the UK has a very 
healthy figure by this metric, standing at $120, 4x the average 
over the whole EU. This year, UK investment grew by a very 
impressive 87%, to a total of €7.1B- which is more than the 
Germany, France and Sweden combined. UK investment, as 
a whole, now accounts for 37% of the total figure for Europe. 
Companies such as Improbable and Deliveroo are great 
examples of the companies that are driving forward UK VC-
backed investment. These figures are not all completely UK-
dominated, however, as France has demonstrated significant 
and consistent growth with regards to the number of 
VC-backed rounds. In 2017, France actually overtook the UK 
in this metric (688 to 672), when you exclude crowdfunding 
rounds.

What sectors are being targeted with investment capital? 
Deep Tech, Fintech, and Healthcare were leading lights in 
Europe last year, with a combined €8B investment between 
them. AI also deserves an honourable mention too, thanks to 
a €2.2B increase in investment when compared to the annual 
average for the last 3 years. 

This €8B figure is also interesting, because it is much larger 
than investments into B2C verticals such as Food, Travel, 
Content, and Fashion. It’s such a large amount that it even 
dwarfs the peak year of B2C investment growth, 2014-2015. 
B2B is really where the growth is currently at, thanks to 
companies live Roivant Sciences, Improbable, and Graphcore, 
to name a few.

Some of the areas that saw the most pronounced decrease 
in new activity in the same time period were SaaS, Marketing 
& Advertising, and Ecommerce & Trading. Interestingly, 
despite the fact that SaaS saw a significant drop in the number 
of rounds, the actual value of investment increased by almost 
€0.5B. This is perhaps reflective of a wider trend throughout 
2017, in which there were fewer, but much larger, early stage 
rounds (especially in the UK).

A key focus will always be on the top investment firms, 
looking at what areas the ‘smart money’ is betting on. 
These firms are mainly focusing on the sectors in similar 
proportions to the rest of investment market, such as Deep 

Tech and Fintech. Interestingly,  top investors are shying 
away from manufacturing, healthcare, and marketing sectors, 
relative to the overall market, and are instead turning their 
attentions to Marketplace, AI, and SaaS sectors. Those 3 are 
likely to be the ones to watch in the coming year.

USA
Despite strong growth from within Europe, North America 

remains the world leader in nearly every quantifiable metric 
when it comes to investments in companies. According to 
Tom Ciccolella, Partner, US Ventures Leader at PwC “2017 
was the second biggest year of investments ($71.9B) for 
venture-backed US startup firms, increasing 17% over 2016.” 

There were a record number (109) of ‘Mega rounds’ (totalling 
$100m+) in the US last year, beating this previous record in 
2015 (107). These mega-rounds were the principal driving 
factor behind the massive growth seen in 2017, accounting 
for 36% of total funding for the year. The largest ‘mega rounds’, 
mainly taking place in later stage round funding, were Lyft ($1B 
and $500m), Magic Leap ($502m), and OneWeb ($500m).

2017 also saw the birth of 22 new VC-backed ‘unicorns’ 
in the US, which represents a 57% increase on 2016, but still 
not able to match the heights of the ‘unicorn craze’ in 2014 
and 2015. The private companies reaching the magic $1bn 
valuation figure in 2017 included Affirm, Duo Security, and 
Squarespace. 

What are the popular US Sectors? Internet and Healthcare 
delivered the largest numbers in 2017, with $6.5B and $4B 
invested respectively, and the number of deals in the Internet 
sector totalling 491. Healthcare saw a large amount of growth 
in 2017,  becoming the 2nd highest ranked sector in terms of 
deal share, knocking Mobile and Telecoms down into 3rd. 
This growth in the Healthcare sector also matches up with 
the European scene.

AI is currently hot topic in global conversation, and in the 
US it was no different. When compared to 2016, the total 
annual AI funding increased 28% in 2017, with $5B across 
444 deals.  The main source of 2017 investments came in 
Q4’2017, with impressive funding rounds from Lemonade 
($120M Series C), Uptake Technologies ($117M Series D), 
and Petuum ($93M Series B). 

Other sectors also saw strong results in 2017. This year 
was a record year for Cybersecurity funding, with total 
investments exceeding $3.6B. This funding total also 
contained a record number (7) of mega-rounds. The year’s 
largest deals were for Skybox Security ($150m) , Duo Security 
($70m), and Feedzai ($50m). 2017 was also a good year 
for the Genomics sector, with companies receiving record 
funding total of $2.5B. The honour of largest deals for 2017 
went to GRAIL ($238m), Counsyl ($80m), and Personal 
Genome Diagnostics ($65m).

THE MAJOR TRENDS, FOR THIS YEAR 
AND NEXT

A record-breaking 2017 across the globe was driven by late-
stage ‘mega rounds’ and an 11% increase in deal activity. We 
also saw corporations and their CVCs participating in 25%+ 
of deals in 2017, with Q4’17 seeing that number hit 28%, 
an 8-quarter high, showing that they are willing to get more 
involved with investment deals globally. Healthcare, Fintech, 
Deep Tech, and Mobile Telecoms were the sectors that 
saw large growth and massive capital investments. Europe, 
driven by the UK; and Asia, driven by China, saw plenty of 
encouragement as they attempt to to emulate the levels of VC 
investment seen in the US. The one to watch in the coming 
year, if anyone wasn’t already, will be AI technologies, which 
is set for another massive year of global investment growth. 

Editor
NATHAN GORE

INVESTMENT
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The famous monthly report on the 
top 10 tokens by Novum Insights 

G20 Calls for Cryptocurrency Regulation 
Recommendations by July 2018

The world’s economic leaders gathered 
in Buenos Aires, Argentina for the G20 
summit, and sought for proposals of 
cryptocurrency regulations to come by July 
2018 according to the G20 communique. 
The document backs the words of Frederico 
Sturzenegger, Argentina’s Central Bank 
chief, who noted cryptocurrencies need to 
be examined.

Having seen the document, you may note 
that cryptocurrencies are out of the picture. 
The world’s economic leaders seemingly 
prefer to call cryptocurrencies “crypto-assets,” 
implying they see cryptos as assets and not 
currencies.

The G20 communique goes on to read: 
“We acknowledge that technological 
innovation, including that underlying crypto-
assets, has the potential to improve the 
efficiency and inclusiveness of the financial 
system and the economy more broadly. 
Crypto-assets do, however, raise issues with 
respect to consumer and investor protection, 
market integrity, tax evasion, money 
laundering, and terrorist financing. Crypto-
assets lack the key attributes of sovereign 
currencies. At some point they could have 
financial stability implications. We have 
commited to implement the FATF standards 
as they apply to crypto-assets, look forward 
to the FATF review of those standards, 

and call on the FATF to advance global 
implementation. We call on international 
standard-setting bodies (SSBs) to continue 
their monitoring of crypto-assets and their 
risks, according to their mandates, and assess 
multilateral responses as needed.”

The G20 communique notably 
acknowledges the “technological innovation” 
underlying cryptocurrencies, which has the 
potential to “improve the efficiency and 
inclusiveness of the financial system and the 
economy more broadly.”

It reads that cryptocurrencies raise issues 
when it comes to consumer and investor 
protection, tax evasion, market integrity, 
money laundering, and terrorism financing, 
echoing concerns regulators throughout the 
world have in the past expressed.

Not all countries are on board with this 
approach, however. According to local 
news outlet El Cronista, Brazil’s Central 
Bank president Ilan Goldfajn has revealed 
cryptocurrencies won’t be regulated in his 
country.

At the end of the communique, it becomes 
clear that cryptocurrency regulations are 
coming by July 2018. It reads:

“We ask the FSB [Financial Stability Board], 
in consultation with other SSBs, including 
CPMI and IOSCO, and FATF to report in July 
2018 on their work on crypto-assets.”

The conclusion the world’s economic 

leaders seemingly arrived to has been 
expressed by FSB chief and Bank of 
England governor Mark Carney, who in a 
letter sent to G20 finance ministers argued 
cryptocurrencies ”do not pose risks to global 
financial stability at this time.” 

UK’s first fintech strategy: 
a new taskforce to look at 
cryptocurrencies

The UK government is set to launch its 
first-ever fintech strategy, which will aim 
to make it easier for firms in the sector to 
comply with regulations and to partner with 
banks.

Reports earlier this week indicated that 
Chancellor Philip Hammond is planning a 
raft of changes to the government’s approach 
to fintech, including a new taskforce to look 
at cryptocurrencies.

The strategy, which is set to be announced 
at the government’s second International 
Fintech Conference on Thursday, will pilot 
a scheme called ‘robo-regulation’ that will 
build software to ensure fintech start-ups can 
automatically follow regulations.

The strategy will also include three fintech 

regional envoys to “ensure the benefits of 
fintech are felt across the UK” and a set of 
industry standards which will enable fintech 
firms to partner with existing banks more 
easily.

In order to support the growth of small 
fintech firms, industry and government will 
work together to create ‘shared platforms’ 
to help remove the barriers they face, the 
announcement said.

And a new programme, developed by 
the government’s fintech delivery panel, 
will be created to help fintech firms to take 
advantage of the UK’s diverse workforce.

“From the Square Mile in London to 
Scotland’s Silicon Glen, the UK leads the 
world in harnessing the power of fintech as 
we create an economy fit for the future,” said 
Hammond. “I am committed to helping the 
sector grow and flourish, and our ambitious 
sector strategy sets out how we will ensure 
the UK remains at the cutting edge of the 
digital revolution.”

“We are determined to make Britain the 
best place to start and grow a digital business 
while giving consumers more choice when it 
comes to managing their money,” said Matt 
Hancock, digital and culture secretary. “This 
new nationwide fintech programme will 
help startups right across the country flourish 
in the future and spread the benefits of this 
pioneering technology.”

The UK fintech sector contributes £6.6bn 
annually to the UK economy, and employs 
over 60,000 people across 1,600 companies, 
according to the Treasury. In the first three 
quarters of this year the sector received a 
record £2.1bn investment.
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Global Token Review has partnered with Novum Insights 
to provide a regular series analysing particularly 
interesting tokens to look out for in the rapidly expanding 
cryptocurrency sector. 
The goal is to flag some of the interesting innovations 
occurring in this frontier market on a monthly basis. 
Generally, the cryptocurrency markets are so volatile 
that beyond holding present core currencies like Bitcoin 
and Ethereum, a conservative strategy is to build a 

FIVE UPCOMING TOKEN SALES

diversified portfolio of more than 10 tokens, as winners 
and losers are difficult to predict. This series is designed 
to look beyond Bitcoin and Ethereum, although they 
are highly recommended as cryptocurrencies to gain 
familiarity with, their qualities are covered well across 
the internet. 

This article is not financial advice, and buyers of these 
tokens do so at their own risk.

QUANT NETWORK 
OVERLEDGER

One of the biggest 
limitations the blockchain 
industry is facing is to 
interlink public, private, and 
side-chains to each other, 
and to overcome this, Quant 
Network’s objective is to 
provide an operating system 
to facilitate interactions 
between all the existing, 
as well as upcoming, 
blockchains providing 
endless possibilities for data 
and applications. They want 
to transform the concept of 
DApps to MApps which will 
be multi-chain decentralized 
applications, and want 
to set up an app store for 
MApps to incentivize the 
developments of MApps.

The token sale of QNT 
tokens is planned to 
commence on April 2, 
2018, with hard cap set at 
$40.6 million. The tokens 
will operate on their own 
Quant platform which will 
also reward and generate 
revenues for Mapps. 
No prototype has been 
developed to show the 
practical application and 
operation of the platform. 
The first prototype is 
planned to be released in Q2 
2018. The project has a long 
roadmap with substantial 
progress coming from early 
quarters of 2019, and hence, 
it is a strong long-term 
investment opportunity.

BLOCKCHAIN TERMINAL

There is a proliferation 
of exchanges in the coin 
investing world, leading to 
confusion and frustration 
among traders of tokens. 
Blockchain Terminal will 
provide a way for traders to 
view particular tokens all 
in one location. It is being 
regularly talked about by 
traders of cryptocurrencies, 
as a potential token which 
will solve many of the 
information problems they 
grapple with on a daily 
basis. It will also provide 
needed transparency, and 
so make the token market 
more efficient. It is led by 
Bob Bonomo, who was 
Chief Information Officer of 
both Alliance Bernstein and 
Oppenheimer Funds. The 
business is currently in pre-
sale but is expected to move 
to its public sale shortly.

POLYSWARM

At time of print, white 
hat hacking group 
Polyswarm was concluding 
the sale of the tokens for 
its distributed antivirus 
and threat intelligence 
marketplace. The business 
incentivizes security experts 
to provide software and 
detection services to security 
companies, so that users 
get a better experience, in 
coordination by Polyswarm. 
The business was founded 
out of a frustration held 
by its management team; 
that multiple interesting 
solutions on the security 
side were not being acted 
upon, because the enterprise 
client base of its previous 
company did not want 
to act on updates which 
were not seemingly large 
issues to the customers, but 
still weakened network 
security. By turning to a 
decentralized marketplace, 
this could unleash security 
creativity. The experienced 
team has won plaudits 
from the likes of the former 
CIO of McAfee, Mark 
Tonesen, and has big plans 
to transform the world of 
cybersecurity. Other security 
tokens include Augur, 
while PolySwarm views its 
centralized competition as 
Google’s Chronicle and Virus 
Total, which are centralised 
incumbents.

AMON

With fascination for 
cryptocurrencies taking off 
in the public, it is important 
they have ways to spend 
them. Amon is designing a 
multi-currency debit card for 
everyday usage employing 
Artificial Intelligence to 
curb the effects of turbulent 
fluctuations happening in 
the cryptocurrency markets. 
The card supports LTC, BTC, 
ETH, ERC-20, and many 
more which will be made 
compatible with company’s 
progress. The AI system will 
choose the best currency 
at the time of the payment 
and will decide the currency 
based on account volatility, 
historical data, and the 
company will issue 3 types 
of cards- Silver, Gold, and 
Platinum. Amon is still in 
its last phase of crowd-sale 
which is ending on April 
4, 2018. Amon has offered 
Gold cards to each of their 
token sale participants which 
will make their card fees, 
delivery fees, and monthly 
fees free, and will provide 
5% of AMN tokens cashback 
for every transaction. The 
project may take time to 
gain market share due to 
rigid competition in the 
transaction-based token 
platforms.

HUB TOKEN

Social media platforms, 
messengers, and the internet 
as a whole are facing one 
of the most fundamental 
challenges; validating trust 
in content. The reputation 
data stored in servers is being 
embedded and exploited 
by various application 
creators. Hub aims to 
demolish this shortcoming 
by building a decentralized 
human trust protocol 
where trust is incentivised, 
verifiable and portable, 
with multidimensional 
reputation. The man behind 
this idea is Eric Ly (Co-
founder, LinkedIn), with Rich 
Miller (CEO, Telematica Inc.) 
and Miko Matsumura (Co-
founder, Evercoin) being the 
CTO and CMO of the firm 
respectively.

The HUB token will be 
used to reward users for 
being trustworthy, increase 
decentralization in the 
network, developing other 
applications on HUB’s 
platform, and increasing 
the engagement of users on 
HUB’s platform. The dates 
for token sale have not 
been finalised yet, but the 
company is going to make 
the exchange of data more 
legitimate, genuine, and 
reliable, and this has already 
made investors enthusiastic 
about its ICO.

DISCLAIMER: THE ABOVE REFERENCES AN OPINION, AND IS FOR INFORMATION PURPOSES ONLY. IT IS NOT INTENDED TO BE INVESTMENT ADVICE. 
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TOP 10 TOKENS
OMISEGO (OMG)

There is arguably no 
more respected figure 
in the blockchain world 
than Vitalik Buterin, the 
co-founder of Ethereum, 
so a project which he is 
personally championing 
is always worth taking 
seriously. OmiseGo has 
an incredible team on the 
back-end consisting of 
well-known blockchain 
developers. Their advisory 
board consists of Buterin 
and his Ethereum co-founder 
Gavin Wood, as well as 
lightning network creator 
Joseph Poon. Omisego is 
the first Plasma project, 
which is an attempt to allow 
Ethereum to be used at scale.

OmiseGo is a Thailand 
based project and is a 
subsidiary of Omise, a very 
popular payment gateway 
in Southeast Asia.  OmiseGo 
in itself plans to offer 
businesses and other users 
a mobile e-wallet designed 
to run on and alongside 
the Ethereum Blockchain 
to provide services like 
payments, payroll deposits, 
supply chain finance, asset 
management, trading, 
P2P and B2B transactions 
in a decentralised and 
inexpensive environment. 
Their biggest target is the 
remittances markets in 
Southeast Asia including 
other markets namely 
payments, loyalty and 
rewards, gaming, and 
messenger platforms. 

They have 500 merchants 
and partners supporting 
their platform which include 
Credit Saison, Mizuho 
Financial Group, Central 
Bank of Thailand, and 
McDonald’s. Strongly worth 
a look.

STELLAR LUMENS (XLM)
A good way to gauge the 

strength of a project is which 
organisations it partners 
with, Stellar Lumens has 
aligned itself with one of 
the true IT heavyweights 
IBM, to tackle the financial 
sector. Stellar, founded 
in 2014 by Jed McCaleb 
(creator of eDonkey2000) 
and Joyce Kim (co-founder 
of Simplehoney), is a 
hybrid blockchain protocol 
which aims to provide 
cheaper, quicker, and more 
reliable financial services 
which include transfer of 
digital assets, remittances, 
micropayments, and mobile 
payments to people from 
all income levels across the 
globe. Stellar was working 
on Ripple’s protocol when 
it originated and was 
later updated with a new 
consensus method from 
scratch. The entire team 
focus on harnessing the 
blockchain to help the 
poor with their non-profit 
initiatives. Stellar’s ecosystem 
generates profits through 
operation fees, asset-pair 
trading, commercialization 
of protocol, and using 
their token Lumen (XLM) 
as a medium of exchange. 
Lumens was the most 
profitable cryptocurrency of 
2017. Stellar gave away 95% 
of their tokens in their token 
sale and offer incentive 
programs to accelerate the 
growth of projects working 
on their platform. With a 
growing list of partnerships, 
straight-forward services, 
setting up of the Stellar 
Decentralized Exchange 
(SDEX), and the addition of 
the lightning network layer 
on their platform.

STRATIS
Stratis has arrived in 

the market to provide the 
Blockchain-as-a-service 
platform to corporations 
and institutions, in order 
to help them to implement 
blockchain technology with 
various operations and use 
cases. Stratis aims to become 
the Amazon of Blockchain 
services and focuses on 
offering all Blockchain 
services on a single platform 
including private chains 
and side chains interacting 
with smart contracts. Stratis 
also has an educational 
services program in 
Blockchain Development 
called Stratis Development 
Academy, which also helps 
to accelerate development 
of open-source platforms 
on Stratis and organise 
hackathons to find 
extraordinary talents.

Since ICO the market 
cap of Stratis has soared to 
500x, dropping from 2000x 
in January 2018. Stratis has 
enormous potential to enter 
the real-world industries like 
Medical Research, Internet of 
Things, FinTech, Provenance, 
and Identity verification. 
With this, the inclusion of 
Masternodes, Breeze Wallet, 
and a segwit-ready platform 
are just a few other reasons 
why investors see prices of 
Strat rising tenfold of what it 
currently is. 

LOCICOIN (LOCI)
Loci, a DIY patent research 

company, is applying 
its search engine to a 
decentralised database for 
patent research, discovery, 
and licensing. The company 
uses a combination of 
intuitive user interfaces, 
machine learning, and 
blockchain technology to 
optimise this process. The 
business has huge ambitions 
to transform intellectual 
property, enabling smaller 
inventors to secure more 
patents. If successful, this 
will make the company and 
tokens extremely valuable. 

That said the company 
will almost certainly face 
significant competitive 
pressures from large 
corporations and big patent 
holders like Intellectual 
Ventures. Also, its trading 
price has been hit by more 
than 90% from its peak in 
February during the market 
selloff, and so is one of the 
highest risk coins listed, 
but its work on searching 
intellectual property is 
highly interesting.

WANCHAIN
Digital assets are entering 

the financial ecosystem 
at an unprecedented rate, 
and Wanchain aims to 
build a financial market for 
them. Wanchain is a global 
financial platform which 
will act as a bridge between 
different blockchains for 
cross-chain transfer of assets 
providing privacy protection 
to the transactions. It is 
operating on its own 
blockchain network and 
provides a platform for 
developers to build more 
complex applications based 
on smart and intelligent 
contracts and universal 
protocols. Although it will be 
competing with companies 
like BlockNet, Polkadot, 
and Ripple regarding 
interconnectivity between 
blockchains, accomplishing 
privacy protection for smart 
contract transactions is 
definitely a standout.

Wanchain had the fastest 
ICO in the history of ICOs 
with the crowd-sale ending 
in only 35 seconds. The 
KYC was strict, and they 
kept individual caps on 
investors to prevent whales 
getting into their markets. 
They have a strong team 
consisting of experts in 
cryptography, engineering, 
and development. The value 
of the project according 
to the roadmap stands at 
$35-70 billion which brings 
the price of their tokens to 
150-200x their current price. 
Their target market is huge 
which makes it an intriguing 
long-term investment. 

FIVE ACTIVELY TRADED TOKENS

DISCLAIMER: THE ABOVE REFERENCES AN OPINION, AND IS FOR INFORMATION PURPOSES ONLY. IT IS NOT INTENDED TO BE INVESTMENT ADVICE. 

Research provided 
by Novum Insights

Novum Insights helps you to 
predict opportunities and save 

time in making decisions. It is a 
global market monitor of complex 

technologies. Novum Insights 
unpicks the sub-sectors that use 
the latest thinking in Blockchain, 

Cybersecurity, AI and IoT, 
with a database of ICO’s.

novuminsights.com
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A TOKENISED 
FUTURE

The reality is, much of the 
tokenisation of the ecosystem is already 
in place, but we don’t necessarily see 
it that way. When using a medical 
prescription, there are certain criteria 
you have to meet, certain payments have 
to be made, and you can only utilise it 
for a single purpose. This, in essence 
is very similar to a smart contract, you 
have to meet certain criteria before the 
medication is dispensed. Tokenisation 
works in much the same way, however 
previously there were less rules 
governing that relationship. As in the 
prescription, the tokenisation of society 
and the economy can place certain rules 
on a transaction before they occur.

Much of this already exists, in order to 
pay with a debit card you need a bank 
account and they have already done the 
KYC and background checks. When you 
choose to use that method of payment, 
you are effectively using a contract. 

CEO & Founder at Tokenise.io
MIKE KESSLER

In this new and 
emerging tokenised 
world, what we 
previously took for 
granted in the ‘normal’ 
economy and society 
is changing. Where we 
used to rely on banks 
and large corporations, 
this is now moving 
over to trustless 
environments on the 
blockchain. 

TOKENISATION

Tokenisation takes this to a whole new 
level, by creating more order in those 
contracts. 

The economy, and society in general, 
can benefit from tokenising a number 
of industries. The blockchain and its use 
cases are numerous, but not everything 
can be tracked on the blockchain and 
nor should it. I do see a future where a 
child is born and its details; DOB, sex, 
weight, blood type, parents etc are all 
recorded on the child’s new personal 
ledger. As the child progresses through 
life more data is recorded on the ledger, 
e.g. their education, achievements, 
school reports, university degrees, 
working history, sickness and absence 
etc. All this information recorded on 
an immutable ledger. I even believe the 
houses and accommodation they rent or 
buy will be tokenised in the future.

As for corporates, they need to 

embrace the change that is heading 
in their direction. Data is going to be 
the new fuel that drives the economy. 
The collation and use of that data will 
need to be carefully permissioned in 
order to ensure it does not fall into the 
wrong hands, and with the advent of 
GDPR corporates are naturally wary. 
However, there are significant benefits 
to tokenisation in the corporate sector, 
it can be used to reward all stakeholders, 
trade their own stock in a private 
secondary market, and give people the 
ability to trade tokens for services or 
products, make donations, or just give 
people access to specific things. Amazon 
is a prime example of an organisation 
that will be tokenised in the near future.

Tokenisation really isn’t anything new, 
but the use cases and how it is deployed 
is and this will disrupt society and 
corporates for the better.

Modex is launching a Smart Contract Marketplace that allows for easy, user friendly access to smart 
contracts. Companies can easily find Smart Contracts that meet real-world needs, are already audited 
and secure, without having to scout developers and manage one-off development projects.

Modex plans to make deployment of Smart Contracts significantly easier, faster and more 
cost-effeccve, speeding up blockchain technology adopcon.

www.modex.tech

Disruppng trillion dollar markets
With DAPPS for businesses.
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Phore Blockchain is a fairly 
new and ambitious project 
in the rapidly expanding 
distributed ledger technology 
(DLT) space.  But unlike a myriad 
of others, Phore Blockchain is 
a multi-dimensional product 
with real-world use cases.  In 
fact, their team would be the 
first to tell you that the currency 
function of Phore (PHR), even 
with its flexibility allowing for 
both transparent and private 
transactions, is only a small part 
of the platform. 

Phore Blockchain supports an entire 
ecosystem of applications. Among their plans 
for this year alone are: the implementation 
of atomic swaps, that can instantly trade 
one cryptocurrency for another without a 
third party exchange; SegWit integration, for 
faster transaction speeds and added network 
security; smart contracts that control binding 
agreements between separate parties under 
predetermined conditions; and side chains 
that allow for interoperability between 
different Blockchain ecosystems and 
platforms enabling mass scalability.

These types of features in any given project 
would make it stand out from the rest, 
however, what is perhaps most interesting 
is that they have developed a real-world, 
practical use for PHR.  March 25th, 2018 
marked the launch of their version of a 
completely decentralized marketplace.  Here 
buyers and sellers can transact for goods 
and services using PHR as the medium of 
exchange. 

So, why would someone what to use 
the Phore Marketplace when they can use 
Amazon or eBay? That is, indeed, a very 
good question.  After all, those are large 
entities with endless choices of items for 
sale.  There are four primary reasons why the 
Phore Marketplace stands out.  First, there are 
virtually no fees involved in transacting on 
the Phore Marketplace. This means, no listing 
fees, no monthly fees and no platform fees. 
Ask any seller on the big two and they will 
tell you that they pay a very steep price for 
the privilege of selling and listing their items 
for sale on those platforms.

The Phore Marketplace can eliminate 

these fees, because buyers and 
sellers transact directly between 
each other, peer-to-peer, without the 
need for a middleman.  This removal 
of an intermediary takes away 
the need to charge for facilitating 
a sale. As a result, sellers have the 
potential for higher profit margins 
for their goods and services, and 
those savings could be passed on 
to consumers.  The only fees that 
could be incurred on this platform 
are for third party mediation to 
resolve disputes between buyers and 
sellers. The removal of standard fees 
experienced on the larger platforms 
alone could be a game changer for 
online commerce.

Secondly, the Phore Marketplace 
does not collect or sell any data from 
its users. With the current system, 
nearly everything people do online 
is tracked, recorded, stored, and sold.  
This information can then be used 
against the interests of its users for 
various things such as advertising 
and political influence.

Thirdly, the Marketplace gives 
people a place to actually spend 
PHR. This should be the single most 
important purpose of any currency - to 
enable the transfer of value between different 
physical and digital assets.  So, if a holder of 
PHR wants to purchase a product or service, 
they no longer have to go through the hassle 
of converting to fiat, or government backed 
securities, adding real value and flexibility to 
their holdings.

The fourth benefit is that this technology 
can serve the billions of people located in 
developing countries or in counties that are 
experiencing political corruption or unrest. 
Having access to a decentralised marketplace 
supporting both local and global commerce 
has the ability to save, and forever change 
countless lives. For those of us living in first 
world countries, it’s easy to take for granted 
the ability to earn stable, government-backed 
“fiat currency”, and spend that currency 
on things supporting our daily lives. But, 
imagine living in a country where you don’t 
have access to a traditional bank, a trusted 
currency, or even ability to buy and sell 
goods and services.

PHORE BLOCKCHAIN: 
a Game-Changer with its 
Marketplace Launch 

Thomas Ambler

Co-CEO to the Phore 
Blockchain project

PROFILES

According to various reports, this affects 
over 2 billion people globally. This number 
is staggering. With the ability to participate in 
the global economy, unbanked and under-
banked people can become more financially 
resilient resulting in the reduction of poverty. 
In addition to having access to basic goods 
and services, these under-served people can 
invest in education, plan for the future and 
manage financial risks. Phore Blockchain has 
just signed an agreement with a key partner 
to embark on a pilot program in a developing 
nation that will see real people interacting 
with the Phore Marketplace in their everyday 
lives.

Real-world applications of decentralised 
DLT such as the Phore Marketplace have 
the potential to change the commercial and 
economic landscape on a global scale.  Phore 
Blockchain is among the leaders in this 
field, and there are many more practical use 
applications of Phore Blockchain that are in 
development and planned for release this 
year. To learn more about this project, please 
visit Phore.io.
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WHAT IS THE PROBLEM THAT 
DEEPTOKEN IS SOLVING? 

DeepToken will be utilised as an 
alternative deposit and withdrawal 
mechanism for players in the Entropia 
Universe. Using DeepToken will give them 
lower transaction fees, and thanks to the 
advanced KYC (know your customer) and 
AML (anti money laundering) processes 
it will expedite the entire procedure. This 
will create intrinsic value for DeepToken 
holders ahead of the next phase of MindArk’s 
development, the IPX.

The global intellectual property market is 
worth an estimated $180 billion USD, and yet 
only 2% of the 2.1 million patents filed each 
year gain commercial success. We believe 
that the low success rate is in no small part 
due to the highly fragmented nature of the IP 
market. Right now there are two conflicting 
issues; firstly, it is very difficult to ensure 
your patents are reaching the right potential 
market; secondly, it’s virtually impossible 
to find new patents that could enhance a 
business’s capability. Unfortunately, there 
are significant barriers to entry for those 
who wish to commercialise assets, or license 
new assets to avoid rework. We believe 
there is a huge opportunity to help creators 
commercialise their assets. Within the 
Entropia Universe alone, there exists over 
70,000 reusable digital assets, representing 
between $25-30 million in development 
costs. However, there is currently little ability 
to make these assets available to others as 
there is no central location for their exchange. 

That’s why we’re creating an Intellectual 
Property Exchange (IPX). The IPX is a 
revolutionary cross-platform digital exchange 
that connects owners of digital assets, and 
IP, with those seeking to access and license 
those assets. It will be the first ever repository 
of digital assets and intellectual property 
backed by blockchain technology. The IPX 
will allow creators to share their digital 
assets with the world, and will provide an 
intelligent, searchable repository which can 
be accessed by businesses and developers 
that want to avoid rework.

WHY BLOCKCHAIN?

Blockchain technology is part of our 
solution for a number of reasons. Firstly, 
we strongly believe that blockchain will 
eventually underpin virtually every aspect 
of our digital lives. It’s easy to forget that 
it is possibly the most advanced ledger 
technology ever created thanks to the buzz 
around cryptocurrencies such as Bitcoin! 

As already mentioned, for our Entropia 
Universe players, being on the blockchain 
allows us to expedite the KYC and AML 
processes. This is what will let us offer faster, 
and cheaper, deposits and withdrawals!

For the IPX, the blockchain will ensure 
that the exchange of digital assets is fast and 
transparent. Due to its immutable nature, 
fraud and theft will be virtually impossible 
over the exchange. This will make it safer for 
creators to monetise their IP with confidence.

Entropia Universe is regularly lauded for 
the most expensive digital assets ever sold, 
for example a planet was sold to a player 
some years ago for over $600,000 USD. 

Investments such as this are profitable, 
but the entry cost makes them irrelevant to 
the average person. The immutability of the 
blockchain will allow for the tokenisation 

of such digital assets. As it is a tamper proof 
record of every token, asset and transaction, 
they can be split into smaller, easily traceable 
packages. For the first time, ‘crowdfunding’ 
of digital assets will be possible! Multiple 
parties can easily license assets as a group, 
reducing the financial barrier for entry to the 
market. 

Finally, smart contracts mean that 
the IPX can further simplify the process 
of exchanging intellectual property, by 
automatically defining the price, duration, 
and entitlements, of the purchaser; as well 
as compensation of the asset provider. Thus, 
removing the need for a middleman!

WHY DID YOU CHOOSE A TOKEN 
SALE FOR RAISING FUNDS?

MindArk has always been an independent 
company focused on providing the 
highest quality gaming experience for its 
customers. This has always served us well, 
and is undeniably a large factor art in why 
Entropia Universe is one of the world’s most 
popular massively multiplayer online role-
playing games (or MMORPG). We believe 
maintaining this independence is vital to 
ensuring continued success. 

Traditional funding methods can be 
disruptive, and usually will involve investors 
taking some level of control in the business. 

DISCLAIMER: THE ABOVE REFERENCES AN OPINION, AND IS FOR INFORMATION PURPOSES ONLY. IT IS NOT INTENDED TO BE INVESTMENT ADVICE. 

MINDARK DEEPTOKEN: 
NEW CRYPTOCURRENCY FOR VIRTUAL WORLDS 

Henrik Nel,
CEO

David Simmonds,
Vice-Chairman & Business Development

MindArk is a software company that develops, 
operates, and markets Entropia Universe, a 3D 
internet virtual platform which enables its users to 
develop and market virtual worlds or planets.

The company also develops, operates, and 
markets Entropia Platform, an entertainment and 
business platform that enables companies and 
organizations around the world to build content 
on differently-themed planets inside Entropia 
Universe.

MindArk was founded in 1999 and is based in 
Gothenburg, Sweden.

MindArk, creators of the virtual reality platform Entropia Universe, created DeepToken as an 
extension of its vast ecosystem consisting of business developers, institutions, token holders 
and platform users. From the start, DeepToken holders will benefit from the connection 
and consumption of tokens within Entropia Universe, and through the creation of the IPX, 
DeepToken will have a multifaceted use.

They will also create a global ecosystem for the exchange and sale of intellectual property and 
digital assets on the IPX. With plans to establish the world’s first real-world bank to hold its 
capital in a digital currency, MindArk will be well positioned as a custodian of this ecosystem, 
while also pursuing additional research and development into deep technologies.

We spoke to the CEO and Vice-Chairman to find out more... 

www.mindark.com
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We wanted to keep total control of our 
business plan; it’s the same business plan 
we’ve had for many years. After almost three 
years of research and investigation into 
blockchain and cryptocurrencies, it was clear 
to us that a token sale would allow us to 
maintain the independence that we consider 
so vital.

Fundraising like this also allows our wider 
community to contribute to the development 
of game that they love, whilst receiving 
something in return!

WHY IS MINDARK UNIQUELY 
POSITIONED FOR THIS TYPE OF 
RAISE?

As developers of the Entropia Universe, we 
have over 20 years of experience managing 
a virtual currency and digital marketplace. 
Over one billion microtransactions take place 
every month within the Universe, which 
results in a Gross Universe Product of over 
$400 million USD – larger than seven real-
world sovereign nations. 

Additionally, we have a huge repository 
of digital assets and several planet partners 
that would immediately benefit from the 
collaborative aspects of the IPX as they 
develop new features for the Entropia 
Universe.

Many of the companies raising ICOs or 
token sales are start-ups with no immediate 
utility for their tokens. As mentioned earlier, 
our players will be able to use DeepToken 
from the outset. 

We believe this makes us uniquely 
positioned for such a raise – not many can 
boast such knowledge and experience.

WHAT DO YOU SEE BEING THE 
BIGGEST CHALLENGE FOR YOUR 
COMPANY?

The biggest challenge DeepToken faces 
is reaching audiences and investors outside 
the gaming community. We have a strong 
presence among gamers, but our token 
has wider application and relevance to the 
global intellectual property market. This is 
the only venture of its kind and it has huge 
potential, we just need to make sure people 
understand it!

As a gaming company, we face typical 
industry challenges. In the gaming industry 
things change quickly, being an online 
MMORPG allows us to develop and 
change content when we see new trends or 
different hardware/software coming on the 
market, whereas traditional “box” games 
find it difficult to adapt quickly.

HOW WILL YOU CHANGE THE 
WORLD?

Initially the platform will allow developers 
to monetise digital assets created for Entropia 
Universe, and other gaming environments. 

However, the IPX will be open to the global 
market, and will equally provide service for 
non-gaming companies and developers; who 
will find value in the digital assets the IPX 
provides, such as blueprints for 3D printing 
or virtual reality employee training programs.

Our platform will facilitate the 
international exchange of digital assets, 
backed by the security that is inherent to 
blockchain platforms. It will be the central 
custodian of digital assets in the global 
intellectual property market.   

Overall, our mission is to create a global 
ecosystem for digital intellectual property 
which will allow individuals from all over 
the world to share, sell, and fund new digital 
assets for the first time.

A BIT ABOUT MINDARK AND THE 
TEAM: HOW DID YOU COME TO BE 
PART OF THE TEAM?

Founded in 1999, MindArk has constantly 
endeavoured to push the boundaries 
within the virtual environment, positioning 
itself at the forefront of innovation in the 
market. Over the past decade, MindArk has 
developed its core business product – the 
Entropia Universe – in parallel to working 
towards its longer-term vision of deploying 
and operating a digital intellectual property 
ecosystem (the IPX). 

David Simmonds – I have 15 years’ 
experience working in virtual reality 
environments with virtual currencies. I have 
been at MindArk since 2005 and worked 
across the business – I was Chief Executive 
Officer of MindArk between 2011-2014 and 
now I work as Vice Chairman of the Board 
and Head of Business Development. I have 
always loved new, exciting and unusual 
projects, which is why I have always loved 
working at MindArk.

Henrik Nel – I joined the company in 2016. 
I was a passionate gamer growing up, and 
with the rise of eSports I saw an opportunity 
to combine my educational background with 
my passion. Previously I studied Industrial 
Engineering and Management, followed by 
a Masters in Management and Economics of 
Innovation, both at Chalmers University of 
Technology.

TELL US ABOUT ENTROPIA... 

The Entropia Universe is a massively 
multiplayer digital reality. Players in the 
universe develop skills and earn experience 
across a full range of activities; from mining, 
to manufacturing, to combat.  

MindArk manage the reality, introducing 
commodities and capabilities, such as 
blueprints for in-game items. MindArk, in 
collaboration with its planet partners, design 

these capabilities, and on occasion specific 
items, which are then released into the game. 
They are distributed to players based on a 
proprietary secret, black-box algorithm; key 
considerations in these distributions include 
players’ game and real-world skills, location, 
equipment, and activity.  

The Entropia Universe has registered 
three million accounts since inception and 
continues to consistently attract hundreds of 
thousands of new players per year.

The Universe is built on a proprietary 
technology called the Entropia Platform. The 
Entropia Platform has its origins in Crytek’s 
CryEngine. The Universe currently contains 
six planets; five of which are owned and 
operated by independent companies from 
around the world (the planet partners), and a 
sixth (Planet Calypso) owned and operated 
by MindArk.   

THE IP ASSETS - WHAT ARE THEY 
USUALLY? WHY DID YOU DECIDE 
TO DEAL WITH THIS SECTOR?

A digital asset is anything that exists in an 
electronic form, that comes with rights of use 
and ownership, including trademarks and 
patents. Content without these rights are 
not considered assets. These could be more 
traditional, like photos, logos or illustrations; 
or they could be newer forms of digital assets 
such as those used in gaming like in game 
items or skins for characters.

As we ourselves have over 70,000 digital 
assets and have been monetising them since 
1999, we are well positioned to take the 
market to its next level, as opposed to say a 
startup. 

ARE YOU A DISRUPTOR OR A 
COLLABORATOR?

We “disrupted” the real cash economy 
in gaming, and still lead the field. And we 
believe we’ll disrupt the intellectual property 
market in due course!

Jerome Rousselot 
Jita Digital (Advisor for MindArk 
DeepToken)

When I was approached by the MindArk 
team for their project DeepToken, I was 
intrigued by their hard cash virtual economy. 
I was impressed by the boldness of the 
vision at the time it was created. As a 
fintech entrepreneur I know how challenging 
these ventures can be! 

I immediately saw their determination, 
and commitment to the project, ready 
to build their company on a rapidly 
evolving technology. I was bluffed by their 
willingness to transform the business, at 
the same time protecting their existing 
digital economy, and millions of their players 
around the world.

Typically, those who understand the future 
potential of a new technology are trying to 
disrupt existing players.In the sixties IBM 
famously estimated the world demand for 
computers (also called Total Accessible 
Market), to three. This is a mistake MindArk 
management is not making: by being brave, 
embracing change, and securing their place 
in the future.

The Mindark DeepToken is bold and 
ambitious and we at Jita Advisory Services 
will be there in the long term to assist on all 
blockchain related topics.
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SCANDALS
As mentioned, the ‘Wild West’ attitude 

left many who were involved with ICOs 
susceptible to fraudulent persons and 
activity. This then led to a number of 
scandals taking place during 2017, here is 
a brief recap of some of the most infamous 
ICO scandals from last year: 

‘Othor’
Ethereum founder Vitalik Buterum took 

to Twitter to warn of the fraudulent coin 
‘Othor’ using his name to attract investors. 
The coin marketed itself as ‘Ethereum 2.0’, 
and claimed to allow users to trade on both 
social networks and the stock market. 

Sound impressive? The brains behind the 
scheme also touted themselves in their bios 
as ‘infinite experts’ in the cryptocurrency 
market. If this didn’t set off alarm bells, then 
a reverse image search of the executive’s 
photos that revealed their identities to 
be stolen probably did. Their CEO ‘Bill 
Wolfhard’ was, in fact, a chef from Spain.

‘PlexCoin’
In December last year, the new cyber unit 

of the SEC filed its first charges; against one 
Dominic Lacroix. ‘PlexCoin’ M.O. was to 
‘increase access to cryptocurrencies across 
the world’. This coin promised massive 
returns, despite being unlikely to be able to 
deliver on such claims. Lacroix raised over 
$15 million before attention was drawn to 
the scam. Because much of the investment 
was via other cryptocurrencies, the SEC 
have so far been unable to trace or return 
the money. In Quebec, where he was based, 
Lacroix will serve two months in jail and 
will personally pay a fine of $10,000 CAD.

‘Confido’
Confido held an ICO for its ‘smart 

contracts’, a way of acting as an escrow 
between a buyer and a seller during a 
transaction.  The plausible scheme attracted 
interest worldwide, before disappearing 
from the internet overnight. TokenLot, the 
firm who hosted the ICO, said the company 
had pulled an ‘exit scam’, making off with 
the $375,000 of investment. The company 

has been traced to Bittrex, a cryptocurrency 
exchange who are currently being contacted 
by the FBI for information about the missing 
team. 

‘Qtum’
Some digging into Qtum’s Patrick Dai (by 

Ian Demartino of CoinJournal) discovered 
that the founder had been involved in 
previous ICO scams.  Patrick Dai denied 
accusations of previous involvement in the 
controversy surrounding the cryptocurrency 
exchange Bitbay, which saw the founders 
steal thousands of Bitcoins from investors. 
His new company Qtum’ markets itself as 
‘merging the reliability of Bitcoin’s unfailing 
blockchain with the endless possibilities 
provided by smart contracts.’ Qtum 
continues to attract investment but it will be 
interesting to see if the company lives up to 
expectations as one to watch in 2018.

‘Giga Watt’
Giga Watt aims to ‘democratise’ the 

cryptocurrency mining system by creating 
turnkey mining pods, along with cheap and 
stable electricity supply, and round the clock 
maintenance, in a facility in Washington. 
Giga Watt are now in the process of being 
sued by investors who failed to receive 
the promised benefits of the tokens. No 
access to the promised mining facilities 
has materialised. The SEC stepped in after 
plaintiffs suing the company argued that the 
tokens should be considered as securities. 
The case is ongoing. 

‘Pump and Dump’ Schemes
Pump and Dump schemes, seen before in 

the outside trading world (where they are 
illegal), have been rife in the cryptocurrency 
community. 

This is where a group of people, usually 
communicating via Telegram, buy up large 
amounts of a coin in a short amount of time, 
to rapidly raise its value. Outsiders will start 
to buy into this coin, having seen its recent 
rise in value (often thanks to the Pump and 
Dumpers sharing this news). Once that has 
happened then the insiders will sell, making 
a profit and the value will crash back down 
to its original price (or even lower). 

Business Insider reported that it has 
“observed pump-and-dump schemes for the 
cryptocurrencies UBQ, VCash, Chill Coin, 
Magi Coin and Indorse, over the past two 
weeks alone.” All the scams apparently took 
place using the Las Vegas-based exchange 
Bittrex or the Russian exchange Yobit. 
This practice is not yet illegal within the 
cryptosphere.

SO, WHAT EXACTLY CAN 
WE LEARN FROM THESE?

Perhaps the most obvious lesson we can 
take from these scams is that the amount of 
money raised by an ICO does not translate 
into the quality of the product, or the 
reliability of the team. Fluffed up White 
Papers and clever marketing can manipulate 
perceptions over non-existent products and 
create exaggerated hype, particularly when 
ICO’s provide incentives for greater returns 
for early investors. Following that, here are 
some of our top things to look out for in an 
ICO:

If a company’s White Paper sounds 
outlandish, it probably is.

If they are using confusing jargon terms to 
back up sensationalised claims, this should 
ring alarm bells, especially if it is trying to 
ride on the back of an already established 
cryptocurrency.  The principle applies to its 
founders as well as the people behind the 
code. 

There should be a purpose to an ICO.
A quote from Mihai Ivascu: “I’m pretty 

sure that 95% of ICOs will not last, and many 
will go bankrupt. Why? Mostly because they 
were not conceived to really solve anything 
new. Blockchain technology is exciting, but 
not everything needs to be decentralised 
and put on an open source ledger.”

What does the media say?
Be wary of media reports that repeat 

the same sound-bites and press releases, 
without really even scratching the surface 
in terms of the viability of an ICO. Look 
beyond the first few articles for a more 
in-depth analysis. Forums can be a good 
place to look out for user-experiences and 
problem reporting, beyond the veneer of 
press releases. 

Look for concrete justifications and 
evidence of technology.

In the absence of specialist knowledge, 
investors can point to the usual buzzwords 
that provide suspect justifications for 
products. What is much more useful, is when 
they provide use cases, or endorsements 
from respected professionals within that 
field. 

ICO’s have been successful in quickly funding innovative start-ups that may otherwise 
have struggled to take off. Their main advantage is that they are free from the confines of a 
financial establishment that could otherwise leave a startup bound by red tape. It is, however, 
this very appeal of ICOs that makes them susceptible to fraud.

The early days of the ICO landscape drew comparisons with the Wild West; with an 
‘anything goes’ attitude prevailing. Confusion over the pay-out of investments was rife, 
leaving many in the market vulnerable to fraudulent activity. ICOs vary in what they offer 
potential investors, something which led to confusion over the legality of the investor-client 
dynamic of ICOs. In July, the SEC of the U.S (Securities and Exchanges Commission) ruled that 
ICOs counted as securities, and therefore fell under their regulations. This has set the tone for 
2018; large companies, such as Tezos and Giga Watt, now face lawsuits after controversy over 
the pay-out of their ICO tokens.

ICO FRAUD
AND HOW TO AVOID IT

Remember, even reputable companies with 
big investors are susceptible to problems.

Tezos and Giga Watt made big names for 
themselves in 2017 in the cryptocurrency 
space, but have angered investors who 
continue to have problems accessing their 
tokens. Without proper regulation and 
legislation in place, it can be hard to hold 
these companies to account, regardless of 
whether you are a big or small investor.

The SEC will continue to treat ICO’s tokens 
as securities.

Despite Tezos’ ICO having taken place 
before the SEC’s July ruling, it has still 
been slapped with six lawsuits accusing it 
of securities frauds. The SEC also brought 
charges against Dominic Lacroix and his 
affiliated companies.  

ANY FURTHER LEGAL 
DEVELOPMENTS?

As token sales become ever more 
popular, and the market cap of various 
cryptocurrencies increases, it is likely that 
regulation will also increase across all the 
different jurisdictions involved with ICOs, 
blockchain, and cryptocurrencies. Recent 
developments in the US, with regards to 
Securities, are likely to only be just the start. 
All the measures taken are with the intent of 
bringing crypto-regulation more in line with 
existing regulation for the financial securities 
market. 

If regulation classifies token sales under 
an ICO as a security, then (jurisdiction-
dependant) measures will apply, such as 
audits, Anti-Money Laundering (AML) 
laws, and Know Your Customer (KYC) rules. 
Anything using tokens or cryptocurrency 
is, by nature, global. Thereby raising the 
now common fears regarding ‘jurisdiction 
shopping’ enabling startups hosting an 
ICO to find the place that has the most 
relaxed rules. To tackle this, the G20 have 
proposed moving forward with a more 
globally unified approach to the regulation 
of cryptocurrency. The main issue with this, 
however, is getting everyone on board.

In order to tackle the birth and continued 
existence of fraudulent ICOs strong, flexible 
legislation; a responsible coin exchange; and 
informed, savvy investors are all necessary. 
New legislation seems to be on its way, 
which in turn is likely to make the exchanges 
start to properly vet ICOs and tokens. 
What about the investors? Armed with our 
aforementioned guidelines in one hand, 
and recent crypto-legislation in the other, 
a prudent investor should be able to avoid 
fraudulent ICOs, and invest their money 
wisely, and profitably.

by Nathan Gore and Fred Sculthorp
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