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Today, Blockchain is one of the most discussed technologies within the industry and 
is considered as one of the most interesting developments on the technological 
front. Even as we speak, many multinational banks have invested in proof-of-
concept projects to explore possible Blockchain applications across the value chain 
of financial services.  

At the recent World Economic Forum (WEF-2016) annual meeting in Davos, 
Switzerland, leaders of the world's largest financial institutions, companies and 
organizations debated Blockchain technology as a disruptive innovation that has the 
potential to change the banking landscape. In fact, the World Economic Forum itself 
estimates that, by 2027, 10% of world GDP will be stored in Blockchain. 

In this report we will explain what is Blockchain, we will define the use cases of this 
technology in the banking sector  and how we can profit from it. We will also see 
some examples of what banks are doing around the world and the impact on the 
global economy, finally we are going to define the challenges that Blockchain is 
facing and how the whole banking sector is changing very fast, because today we 
are witnessing the next evolutionary wave "internet of value". Supported by 
Blockchain, it could be the tool that generates the second wave of industrial 
transformation in many sectors and perhaps, in a more definitive way.  

 

What is a Blockchain? 

 

Banks have made moves in recent weeks with one common point: Blockchain. 

But what exactly is Blockchain? This technology of information transfer was invented 
to enable the appearance of Bitcoin, 

As its name indicates in English, it is a chain of blocks that form a huge database 
open to the public and through which information are sent from a sender to a 
receiver. By the way, the data of this exchange are verified by different independent 
actors connected to the same network and that give veracity to that transmission. 

Banks are the main beneficiary from Blockchain. And technology has emerged from 
what must have been a ram against its interests: Bitcoin. The virtual currency was 
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built on this protocol but it is the traditional banking that, little by little, has 
understood the importance of a technology that will save up to 20,000 million dollars, 
as estimated by Santander. 

 

Blockchain in the banking sector / Blockchain use cases: 

From the theory to the practice; 

 

This new technology could solve a big problem banks had in the 2008 financial 
crisis. The Banks all over the world are rushing to adopt Blockchain, in order to cut 
costs, but technologists and business people have to make drastic changes to force 
the radical technology to adhere to the norms of the banking world. 

Banks are exploring the technology in a number of ways, including through 
partnerships with fintechs, membership in global consortia, and via the building of 
their own in-house solutions. 

While banks and financial institutions are busy testing out use cases, Central Banks 
of various countries have also shown interest in this new technology and have made 
statements that Blockchain can provide great value to financial transactions. 

Let us briefly look at few of them; 

 

Payments: 

 

This is a space that has already been significantly transformed by digital innovation. 
But the focus has started to shift from proprietary payments services or even 
regional hub and spoke partnerships, to a global model that enables real-time 
payments anywhere in the world. There are three ways in which Blockchain 
technology can enable this transition. First, its near-real-time transaction processing 
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capabilities can accelerate transaction validation and finalization to facilitate instant 
payments (only 10 minutes for a transaction). Second, it eliminates the need for 
intermediaries by creating a decentralized network that enhances the trust and 
transparency of every transaction. Removing the intermediary will reduce 
transaction cost – cost of intermediation and risk pricing. Currently, due to cost 
structure prevailing in the money transfer framework, there is a limit to minimum 
practical transaction level. Thirdly, Blockchain creates new sophisticated payment 
opportunities, such as smart contracts that automate payments.  A recent article 
from let’s talk payments lists 26 separate banks currently exploring the use of 
Blockchain technology for payments processing. 

But the value of distributed ownership in payments will really rise to the fore once 
the Internet of Things takes off. As machine to machine interactions become the 
norm, Blockchain will be almost indispensable to enhancing the value of payments 
without compromising speed, integrity or transparency. 

 

KYC (know your customer)/AML (anti money laundering) & 
Records Management:  

 

Blockchain could also help to address inefficiencies in the KYC and AML processes 
at banks.  

Global efforts to prevent money laundering and the financing terrorism are incredibly 
expensive for financial firms to maintain. In 2014, it was estimated the global 
spending on AML compliance alone amounted to $10 billion. The banks are coming 
under pressure from investors and analysts to reduce costs, but many expect the 
budgets for their compliance teams to increase in the coming years than decrease, 

Today, KYC is an expensive, time-consuming, high-friction process that has to be 
duplicated every time a consumer enters a new financial relationship with a service 
provider.  (KYC) requests can also delay transactions, taking 30 to 50 days to 
complete a satisfactory level. While annual compliance costs are high, there are also 
large penalties for failing to follow KYC guidelines properly. Since 2009, regulatory 
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fins, particularly in the US, have followed an upward trend, with record-breaking 
fines levied during 2015. 

The sharing of customer information is already starting to take place. For example, 
SWIFT recently established its KYC registry, with 1,125 member banks sharing KYC 
documentation, but this amount to only 16 per cent of the 7000 banks in their 
network, the use of a distributed ledger system, such as a Blockchain, however, 
could unlock advantages by automating processes and thus reducing compliance 
errors. 

A Blockchain-based registry would not only remove the duplication of effort in 
carrying our KYC checks ,but the ledger would also enable encrypted updates to 
client details to be distributed to all banks in near real-time. 

In addition, the ledger would provide a historical record of all documents shared and 
compliance activities undertaken for each client. This record could be used to 
provide evidence that a bank has acted in accordance with the requirements placed 
upon it should regulators ask for clarification. It would be also be particular use in 
identifying entities attempting to create fraudulent histories. Subject to the provisions 
of data protection regulation, the data within it could even be analysed by the banks 
to spot irregularities of foul play- directly targeting criminal activities. 

Also many people perceive applications on the Blockchain to offer anonymity; the 
technology can actually be used to cement real-world identities to cryptographic 
identities in the database. The rapid expansion of reporting and compliance 
regulations also opens up the possibility of a comprehensive Blockchain-based 
regulatory solution that automates and streamlines the exchange and consumption 
of information between financial service institutions and regulators. 

In the Netherlands for example, Dutch banks are partnering with Innopay in an 
attempt to enroll a number of other banks in a common digital identity service. 

This interoperability, combined with the application of smart contracts could be used 
to automate some aspects of the compliance process. 

For instance, transactions could only be permitted to occur with parties for whom 
adequate KYC evidence exists on the Blockchain. 
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Capital Markets: 

 

According to one report, Blockchain adoption in capital markets is more a question 
of “when” than “if”.  A consortium of 20 banks is already working with Fintech firm R3 
to examine potential Blockchain applications in capital markets. There are significant 
risk, efficiency and accuracy implications for deploying Blockchain here. A 
consolidated and distributed data repository gives all users a unified and real-time 
view of all trade-related information, thus reducing the scope for error or 
disagreement and accelerating the settlement process. Asset transfers and 
transactions can be further optimized by embedding smart contracts that auto-
execute based on predefined business logic. Users could judiciously share data that 
establishes their own value credentials with their trade counterparts to manage risk 
and credit exposures more effectively. Blockchain-based solutions also allow users 
to leverage currently non-tradable assets like invoices to extract more value. 

 Security custody, clearing and settlement in the capital market will see more 
efficient and faster processes with Blockchain technology. Depository Trust and 
Clearing Corporation (DTCC) is one such financial services player, expecting to 
derive value in post-trade landscape of securities market, with the distributed ledger 
framework. The framework will allow in providing a common platform, common 
version of transactions, movement of asset, rightful owner of asset and 
uninterrupted trading cycle. 

That being said, there needs to be a concerted effort to define a common 
transactional and regulatory framework before Blockchain technology becomes a 
mainstream application in capital markets. 

 

Trade Finance: 

 

Blockchain has the potential to revolutionize the trade finance industry, 
characterized by a complex network of players and several manual, paper-intensive 
processes. Many large banks, including Bank of America, Standard Chartered, 
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Barclays and DBS, are already working on their proofs-of-concept to explore the 
possibilities of digitizing trade finance assets on a distributed ledger. Standard 
Chartered and DBS, for instance, are currently working on a Ripple-based 
Blockchain solution to develop more efficient innovative trade finance services. 

 

Syndicated Lending: 

 

 Blockchain in syndicated lending envisages to reduce the settlement process on the 
sell-side and buy-side. This will enable in saving millions in capital cost, reduce 
transaction verification, settlement time, information exchange and transaction cost. 
Blockchain protocol will enable faster and accurate methodology for sharing of 
information among the counterparties. The counterparties need not maintain and 
update separate books. This also enables easy review/audit by the regulators. Here 
the parties can be part of a private Blockchain network, with shared access to same 
ledger. The cryptography adopted by the protocol, will ensure authenticity of the 
transactions. 

 

Smart Contracts:  

 

Rules/Conditions can be programmed in the Blockchain and linked to specific 
events. Based on the outcome of the events and the rules defined, the contract can 
be executed automatically, which can result in transferring the underlying to the 
respective participant. This eliminates third party/intermediary authority for 
authentication of the contracts and the resulting fees/charges incurred. Etherium is a 
leading startup, who has developed Blockchain protocol for providing a trusted and 
transparent contract between anonymous parties. This finds use cases in financial 
services for areas such as foreign exchange market, self-enforcing contracts etc… 
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Many more use cases are being tested out by various banks, financial institutions. 
Each player is trying out use cases at various levels of financial instrument life-cycle. 
The cases which provides greater efficiency compared to the existing processes will 
find execution in the immediate future 

 

A new report by consultancy Accenture and benchmarking firm McLagan suggests 
an area particularly deserving of incumbents' attention. The study, using data for 
eight of the world's largest investment banks, looked into the potential benefits that 
Blockchain adoption might deliver. It found that Blockchain could save these banks 
$8 billion to $12 billion annually and cut their operational costs by 30% per year on 
average. 

 

 

These are the areas in which the study found Blockchain promises the largest 
potential cost savings: 

 

70% on reporting. This would largely be a result of more streamlined and optimized 
data quality, transparency, and internal controls. This is because the largest 
investment banks run extensive operations, making orderly reporting harder. Storing 
figures from these various components on a single electronic ledger would improve 
oversight. 

 

50% on central operations. These include know-your-customer (KYC) or 
identification and client onboarding. This would be a result of more robust digital 
identities, and the standardization of client data between different FSIs using the 
same Blockchain. 

 

50% on business operations. These include trade support and clearance and 
settlement processes. This cost saving would result from reducing or removing the 
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need for data reconciliation, transaction confirmation, and automation of clearance 
and settlement processes. By automating trading, banks could cut down on salary 
costs and run some operations 24/7. 

 

30% to 50% on compliance. This would be both at product and procedural level, due 
to improved transparency and auditability of financial transactions. Currently, 
compliance costs are only increasing in line with the volume of new legislation and 
guidelines, as banks have to expand their expensive compliance teams. Blockchain 
could reduce time spent on administrative tasks, freeing up human compliance staff, 
and automate some humans' positions altogether, reducing staff costs. 

 

The impact and new trends of this new technology : 

 

What are major banks doing globally? 

 

Since 2014, banks and other financial institutions have been researching ledgers 
based on Blockchain technologies. 

For example; 

Commonwealth Bank of Australia is using the Ripple protocol, a private chain, to 
transfer payments between its subsidiaries, with the benefit of faster transactions at 
a lower cost. 

Citigroup is looking for private Blockchains as well as a domestic currency focused 
on payments and eliminating counterparty risks when it comes to smaller local 
banks. 

ABN AMRO, on the other hand, is studying how Blockchain smart contracts can be 
applied to problems of transactional financing and services, as well as the issuance 
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of letters of credit. The bank has invested in Digital Asset Holdings, a developer of 
Distributed Ledger Technology for the financial services industry. 

Santander has identified between 20 and 25 possible applications of Blockchain 
technology in banking, including international remittances, syndicated loans and 
guarantee management. To do this, it has partnered with UBS, BNYMellon, 
Deutsche Bank, the market operator ICAP and the start up Clearmatics to develop 
the Utility Settlement Coin (USC), a system that uses Blockchain technology to 
facilitate payments and settlements efficiently, Fast and safe because If banks can 
worry less about fraud, they are likely to be more willing to lend, which will have a 
positive effect on economic activity. 

 

Emirates Islamic Bank, part of the wider Emirates NBD group, is formally 
integrating Blockchain into its paper checks. 

The launch of "Cheque Chain", announced today, comes months after Emirates 
NBD tested the feature in conjunction with the central bank of the United Arab 
Emirates. The banking group began testing the tech in a bid to reduce fraud. 

As one of the largest financial groups in the UAE, the bank announced that it will 
issue new check books that "carry a unique QR code on every check leaf, along with 
a string of 20 random characters". 

 

Seven of Europe’s biggest banks are stepping up their attempts to shift trade 
finance on to Blockchain technology by hiring IBM to build a platform for small 
businesses to finance their cross-border orders in the region. IBM has been busy 
making a name for itself as the go-to Blockchain technology provider for trade 
finance solutions. 

That reputation strengthened this week when it was selected by those European 
banks to help them build and host a new trade finance platform, the Digital Trade 
Chain (DTC). The banks are  Deutsche Bank, HSBC, Societe Generale, UniCredit, 
Rabobank, Natixis, and KBC ,they are all members of the small- and medium-sized 
business (SMB) focused Digital Trade Chain Consortium founded in early 2017 



 
                                            

 
KIBERNUM - Blockchain report in the banking sector                                                                                                                                  Página 11 

 

The platform will be based on the IBM Blockchain, built on the Hyperledger Fabric, 
and hosted on the IBM Cloud , it will go into production by the end of 2017. The goal 
will be to streamline domestic and cross-border trade for European SMBs by 
providing them with a holistic overview of trade transactions they participate in. 
Because all parties will have access to the same record on a decentralized ledger, 
IBM says, this will boost accountability in the supply chain, reducing risk and 
boosting access to capital for small businesses. The platform could also reduce 
administration costs by digitizing and automating the supply chain from order to 
settlement of a trade. 

 

Conclusion: 

 

Blockchain and distributed ledgers have a bright future. As real-time, open-source 
and trusted platforms that securely transmit data and value, they can help banks not 
only reduce the cost of processing payments, but also create new products and 
services that can generate important new revenue streams. 

This technology has the ability to restore trust because of its transparency that offers 
safety for users which will have a big impact on banks because  If banks can worry 
less about fraud, they are likely to be more willing to lend, which will have a positive 
effect on economic activity. 

 

The biggest key to turning Blockchain’s potential into reality is a collaborative effort 
among banks to create the network necessary to support global payments. Banks 
need to look at the bigger picture and work together and with non-banks to help 
define the backbone that can underpin a universally accepted, ubiquitous global 
payment system that can transform how banks execute transactions. 

 


