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General context

- Shadow banking and bank disintermediation continue to rise ;

- Fintech investments as well : a ten-fold increase from 2010 ($1.8bn) to 2015 

($19bn)* ;

- Blockchain technology, aka distributed ledger technology (DLT), by facilitating

new decentralized transactional models and quasi-perfect transaction traceability

is likely to deeply influence the ongoing transformation of the economy at large, 

and particularly the financial industry.

- It has attracted $1.2bn+ of venture capital so far, and has the potential for being

highly disruptive.

- How threatening is this new dinsintermediation model ? And how important 

could it become within the fintech space ?
*Source: Citigroup.
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Shadow banking continues to rise …

*Source: FSB calculations over 26 jurisdictions (2015).
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Is change really needed ?
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Which threats ?

- 20-60% of traditional banking services risk going to Fintech/GAFA over the next

10 years : consumer credit, real estate loans, payment services and even wealth

management*…

Source: McKinsey (2015).



6

Distributed consensus protocols

- The standard centralized transactional model is being threatened by Blockchain

technology.

- As existing consensus protocols can be very costly, especially in public trustless

situations (e.g. high electrical consumption), we are actively researching on how 

to tailor consensus protocols (proof-of-work, proof-of-stake, zero-knowledge

proofs) to each blockchain’s specific needs.
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(P2P) digital credit and financing (1/2)

- Disintermediated digital financing has been steadily rising over the last years and 

is now playing an increasing role in the economy. But using a blockchain

architecture may pave the way for direct P2P transactions that would bypass any 

central intermediary, calling this new financial disintermediation the “uberization

of Uber”.

- As some blockchain-based crowdfunding applications openly ambition to replace 

standard crowdfunding platforms such as Kickstarter, we are trying (i) to 

precisely assess the impact of blockchain technology on crowdfunding practices 

and, by doing so, (ii) to thoroughly evaluate the value added by financial 

intermediaries (whether banks or standard centralized crowdfunding platforms) 

in the credit allocation process.
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(P2P) digital credit and financing (2/2)

- Very strong worldwide growth – collected funds went from $2,7 billion in 2012 to 

$34.4 bn in 2015 (x12.7 !)*;

- In EU, collected funds via crowdfunding represented about € 4.2 bn in 2015, with 

circa € 3.5 bn in crowdlending ; in France it represented about € 300 million in 

2015 with c. € 200 million for lending ;

- In France over 2015, the € 31.6 mn of crowdlending to corporates only represented 

0.004 % of the € 871 bn of overall banking credit to corporates, and 0.008 % of the 

€ 374 mn allocated to SMEs ; and the € 137,5 mn lent to personal consumers only 

represented about 0,013 % of the total € 1 055 bn in household credit ;

- It’s growing very fast but is still remaining relatively minor…

*Source: Massolution (2015).
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Post-trade infrastructure (1/2)
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Post-trade infrastructure (2/2)

- There are numerous potential applications for distributed ledger technology (DLT) 

in the financial industry as evidenced by leading financial players' considerable 

investments in the area and ongoing initiatives (Nasdaq, ASX, SETL, etc.)

- As DLT ambitions to allow instantaneous settlement, it seems unavoidable in the 

long term that its integration should significantly impact and reshape the post-

trade landscape. Active research questions include :

- impact of DLT on central clearing ;

- smart contracts for managing margin requirements and collateral requirements ;

- post-trade restructuration (CSD, clearing houses, custodians, etc.) ;

- asset keeping and servicing ;

- monetary policy infrastructure.
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Organizational & technological design (1/2) 

Source : State of Blockchain 2016

- Blockchain technology is complex and can be adjusted to a firm’s needs.
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Organizational & technological design (2/2) 

- Blockchain technology, with its potential for extensive use of smart contracts and 

the automated functionalities they could provide, is considered to have the 

potential for being highly disruptive and change the very way organisations are 

governed.

- While the understanding of the technology itself is key and essential to the 

implementation of DLT, we think organizational impact must be studied and 

anticipated in order to let DLT be effectively adopted and reach its maximum level 

of efficiency through proper governance.

- A firm’s existing processes and systems must be clearly understood in order to 

properly assess how to best integrate blockchain technology, and choose its proper 

design (private or public, platform- or software-based, consensus mechanism, etc.)
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Governance

- Blockchain technology offers new opportunities for coordinating participants 

within an organization or a community. Problems related to managing common 

activities and resources, including issues of opportunism or exclusion, can now be 

overcome by setting up new systems of distributed governance ;

- We are exploring different approaches for constructing new systems of 

governance and new organizational forms based on blockchain technology. 

Among new initiatives developed in this field, it is already possible to identify 

certain projects that should play a significant part in creating and putting in place 

decentralized applications and organizations, such as Ethereum technology 

(http://ethereum.org) or the Backfeed project (http://backfeed.cc).
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Digital identity

- Digital trust relies on both technical and social variables, among which the concept of digital 

identity plays a central role. Blockchain and digital ledger technology essentially thrive 

upon pseudonymous systems of traceable transactions typically involving multiple digital 

identities. This calls for a series of research questions to be investigated, such as:

- What are the benefits and the risks induced by a pseudonym system, and is 

pseudonymity a reliable and secure way to protect personal data?

- How can authentication be ensured in this digital environment?

- What consequences in terms of regulation, particularly for KYC applications?

- What interfaces are needed to link pseudonymous systems to digital identity databases, 

and in the end to social and legal identities?

- What are the consequences in terms of personal data confidentiality and exploitation?

- Are certain existing protocols more suitable than others for digital identity?
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Blockchain and big data 

- The growing use of big data techniques has been mitigated by concerns over 

privacy and data confidentiality. Blockchain technology, and the pseudonimity it

tends to foster, has been perceived as a new, safer ground for exploiting data. And 

with the ongoing digital transformation, the advent of the Internet of things and 

the development of DLT infrastructure, whether public or (semi-)private 

blockchains, it is clear that volumes of transactional data should continue to grow 

at a massive pace, calling for a variety of big data techniques to analyze them ;

- Because of the pseudonymous features typical of blockchains, and the P2P 

transactions they involve, standard big data analysis (as applied to proprietary 

centralized platforms) needs to be revisited. And because transactions conducted 

on blockchains typically bypass intermediaries, issues of ownership and data 

exploitation (if any) need to be clarified.
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Transaction banking & trade finance

- Transaction banking is likely to be profoundly affected by the rise of blockchain

technology and the way it could both improve the customer experience and the 

efficiency of the services offered, especially in the following areas :

- Trade finance & documentation

- Cash management

- Supply chain & inventory management

- Commodity financing

- We are working on better understanding how transaction banking can be

improved by blockchain technology with a particular focus on trade finance, its

documentation, and the way they could be further automated along with the 

corresponding payment processes.
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Current challenges (1/2)

- Mix between incubation of startups and in-house R&D : the value of fintech

innovation is not just measured by ROI but also on the impact it can have on the 

existing organization and its business processes (CVC participation represented

32% of global deals to VC-backed fintech companies in Q2 2016*) ;

- Brexit : the battle for becoming the European capital of fintech has started ;

- Where’s the threat for financial institutions ? GAFA or Fintech ? Or else ?

- Impact on jobs : -30% (2,6 to 1,8 million employees) for US banks from 2015 to 

2025 ;   -37%for European banks** ; uberization of banking may cause a halving of 

the workforce over the same period ;

*Source : KMPG International & CB Insights.
**Source : Citigroup.



18

Current challenges (2/2)

- Fintech remains complicated for many users ; less than 10% of customers use 

account consolidation services across banks ;

- Regulatory hurdles are numerous ;

- Consumer behavior / behavioral finance need to better addressed : need for 

convincing/educating customers ; human relationships remain key and there

remains a gap between enthusiastic technologists/developers and consumers ;

- Strong shadow banking disparities across emerging and developed economies
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Thank you for your attention !


