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dnnovations, as a way to diversify busiress

Unlocking Future Value for CSDs
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Innovation- Buzzwords and Hype
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Decisions to be made

Source: David Birch
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YES

A. Are you B. Are you

C. Can you create

D. Do you require

trying to working with a permanent, high performance,

remove digital assets authoritative rapid

intennedial;ies [versus’?physical re:-c_ord of 1he_ (~mi||ise§ond)

or brokers? assets)? g:?elzlio?‘iset in transactions? Blockchain
can't do this
efficiently yet,
but solutions
are in

E. Do you intend
to store large
amounts of
non-transactional
data as part of
your solution?

development

Do not use blockchain

These 11 questions will help N
you make a quick initial o atntd
assessment of whether bty essn

blockchain is the right solution
for the problem you're facing.

G. Are you
managing
contractual
relationships or
value exchange?

I. Do contributors
know and trust
each other?

H. Do you
require shared
write access?

liability reasons)
YES

contributors

interests unified

or well-aligned?

J. Do you
need to be
able to
control
functionality?

YES NO
Blockchain may work —

further research is needed

Blockchain
Beyond the Hype

*See full report at http://wef.ch/blockchainhype for more information about public and permissioned ledgers. In this graphic
(DLT). DLT is a digital system in which transactions and their details are recorded in multiple plac it the same time, without ral database or administrator. This graphic is based on work
developed by Dr. Catherine Muligan under EPSRC grant CREDIT: Cryptocurrency Effects in Digital Transformations (EP/NOT nd is available under the terms of Creative Commons
Attribution-NonCormmercial-NoDerivs 4.0 Unported License. An earlier version was published in 2017 Journal of Strategic Change (Wiley Strategic Change. 2017,26(5):481-483)

NO

K. Should

transactions be
public?

Strong case for
blockchain
(public ledger)*

blockehain is used to refer to all forms of distributed ledger technology
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Strong case
for blockchain
(private/
permissioned
ledger)*

See http://wef.ch/
blockchainhype for
accompanying text that
further explains the:
questions.
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Blockchain Big Players Involved

\ ’ Bai@.fEE

Source: & CBINSIGHTS
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Innovation Is happening around CSD:x
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Trade facilitation

and execution

Exchange L
groups

Alternative
venues

Interdealer
brokers (IDB)

Stand-alone
central
counterparty
clearing
house (CCP)

Custodian

securities

depository
CSD

Information
services
providers
{ISP)

Infrastructure
IT providers

Buy side
players 7

" Non-bank custody.
Source: McKinsey & Company

Historic leaders

Technology

Clearing infrastructure  utilities

Custody’

Capital markets || Examples of

" Exchange groups
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Emerging presence

diversifying
beyond traditional
business to
post-trade,
market data,
technology,
ancillary service:

Exchange groups
entering the
alternative

trading space

|DBs gradually
diversifying into
information

Custodians
entering
settlement space
by setting up
CSD or tying up
with associated
players

ISPs investing to
provide trading
services

Infrastructure IT
providers

starting to build
industry utilities

Buy side firms
entering the
market
infrastructure
space
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Revenue Growth &inTechnvestment

Global exchange groups revenues*
$ billion?

Trading and listing’

+ 2.5 Billion

Post-trade?

Information, technology and others

2010 2015

! Excludes transaction-based expenses

# Includes clearing and settlement of securities.

# Exchange rate reference year: 2015.

* Distribution of revenue is identified according to the sample size including: ASX, BME, BM&FBOVESPA, Deutsche Borse, Eurgnext, HKEX, JSX, LSE, MOEX, NASDAQ.
Source: McKinsey CMIP Revenue Pools; company filings \
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