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Letter	From	the	Research	Manager	
 

Technology. The word is synonymous with many aspects of our lives and has been a 

driving force in shaping the world as we see it today. We are experiencing the seamless 

integration of technology in our everyday lives. Our vehicles are becoming driverless and 

keyless and the computing power of our devices have been optimized exponentially while 

drastically reducing their physical size. Everything, from our daily household chores to how we 

maintain contact with our loved ones around the world has evolved, all through the positive 

catalyst that is technological innovation. This change is a force to be reckoned with, and with 

change, comes uncertainty. With uncertainty, risk is derived and this is something that raises 

concerns to stakeholders at all levels of society. How will this change impact our lives? With this  

risk, comes the potential for opportunity. Those studying in the field of finance can relate to this 

concept and this report will shed light on this opportunity and how the integration of technology 

and the financial industry has created it, for better or for worse. 

 

This report we have constructed will discuss the rapid rise of Fintechnology, or Fintech for short, 

a disruptive force that is changing the way financial services are delivered, and its importance in 

this industry. Terminology, as well as real life applications will be discussed. Furthermore the 

merits and detriments of this innovative space will be illustrated in order to provide a holistic 

perspective of Fintech. An external analysis of the finance industry will be addressed as well as 

the positive and negative implications that this technology has on the financial services industry. 

Finally, this report will provide transparency into the world of Blockchain, which has the potential 

to change the way monetary transactions and other aspects of business are conducted on a 

global scale. The report will then conclude with analysis of two blockchain companies and an 

introduction to IOTA, an up and coming cryptocurrency.Overall, we want to provide the reader 

with a solid understanding of Fintech and the potential implications on not only the financial 

industry, but the world we live in. This report is by no means comprehensive, but should provide 

you with a stronger understanding of this space. 
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What is Fintech? 

 

Financial Technology (Fintech) is used to describe an evolving financial services 

sector in today’s world (1). The term includes any and all technological innovations in the 

financial sector, including but not limited to mobile banking and investments (1). Fintech 

aims to make financial services more accessible through mobile banking and investing 

services (1). Both start-up companies and established financial institutions are using 

Fintech to improve and enrich customer experience by enhancing the usage of financial 

services (1). Fintech applies to any innovation in how people transact business and has 

grown dramatically over the past decade with the internet and mobile internet resolution 

(1). Digital wallets and mobile trading are becoming increasingly more popular and are 

projected to take off in the coming few years (1). Robo-advisor sites are also being 

developed to enhance customer experience as well as all-in-one money management 

tools (1). Fintech is used by consumers, between businesses, and in business to 

consumer transactions (1). Going forward there will be opportunities for all of the 

mentioned groups to interact in new ways through technology (1). 
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Fintech Applications 

There are a number of technologies that fall under Fintech. A popular emerging 

technology is the use of cryptocurrency. This digital or virtual currency uses 

cryptography for security and is difficult to counterfeit because of this additional security 

feature (2). It is not issued by a central authority and is therefore independent from 

government interference (2). A first popular cryptocurrency was launched in 2009 under 

the name of Bitcoin (2). By September 2015, over 14.6 million bitcoins were in circulation 

with a total market value of $3.4 billion (2). The success of Bitcoin has resulted in a 

number of competing forces entering the market such as Litecoin, Namecoin and 

PPCoin (2). The benefits of cryptocurrencies include the simple transfer of funds in a 

transaction with minimal processing fees compared to large financial institutions for wire 

transfers (2). However, a downside of cryptocurrency is that a computer crash can lead 

to the balance being wiped out if a backup copy of the holdings doesn’t exist as 

cryptocurrency is virtual and doesn’t have a central repository (2). Cryptocurrencies are 

not immune to hacking and Bitcoin has experienced over forty thefts, some including 

values of over $1 million, in its short lifespan (2).  
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Robo-advisors have become increasingly more popular as they offer a low-cost 

alternative to traditional methods of investment (3). They allow you to set up a 

customized and diverse portfolio in a short time frame and can give access to wealth 

management services and a certified financial planner (3). The consulting firm A.T 

Kearney believes “assets under management by robo-advisors will grow by 68% 

annually to a whopping $2.2 trillion in the next five years.” (3) The top robo-advisors all 

have a low initial investment, low fees, and inclusive portfolio management features (3). 

Some examples of top robo-advisors according to Investopedia are Personal Capital, 

SigFig and Wealthfront (3). 

  

 

 

 

 

Risks and Benefits of Fintech 

As with any technology there are a number of positive and negative aspects of 

Fintech that would affect a start-up company. Small management teams allow for faster 

decision making and execution which allows for opportunities for start-ups to evolve and 

pivot the market place when well-positioned (4). A challenge to this is the limited capacity 
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to tackle the wide range of tasks that are necessary to help start up such an operation 

(4). Due to the limited credit experience of these start-up companies, Fintech companies 

are free to distance themselves from the traditional framework and credit models but are 

able to develop their own approach (4). Drawbacks to limited credit experience are not 

having a full understanding from a regulatory standpoint of extending credit to 

consumers (4). This could be a significant liability for the start-up (4). Tight financial 

resources can prevent startups from gaining market share and tools to expand their 

business and take it to the next level while at the same time limited resources can 

increase the entrepreneurial ideas and structure of how a Fintech company should 

operate (4). The pressure from investors to get a company up and running could push a 

Fintech start-up to focus on efficiency and getting a starting product completed early on 

in the company’s development (4). Lastly, limited knowledge and practice with financial 

compliance and regulations can pose a challenge to start-ups and be dangerous to 

those consumers using their product (4). This opens companies up to a wide range of 

potential issues including litigation, fines and concern from regulatory bodies (4). 

  

External Implications of Fintech 

There are a number of ways in which Fintech has managed to penetrate the 

banking industry and financial sectors. Using pestle analysis, we can break down these 

individual points to see what aspects of the market are most affected by the 

developments in Fintech. Starting with the political side of things, Fintech can have 

drastic effects on the banking industry. As some Fintech technologies such as 

cryptocurrency are virtual they aren’t under control of a bank or central authority while 
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banks are subject to government policies and laws that affect the state of the banking 

industry (5). Looking onto economic impact, the developments of Fintech could have a 

drastic effect on the economy. The use of cryptocurrency and virtual money could flood 

the money market as it isn’t regulated like traditional printed currency (5). This could 

potentially affect the value of printed currency as well (6). The use of robo-advisors could 

lead to the loss of a vast amount of jobs as they replace the human workforce of current 

financial advisors and managers. Overall, the developments and growth of Fintech 

could have drastic effects on the economy, most of these effects unknown and difficult 

to predict. Sociocultural factors should have a positive effect on the banking industry as 

they will help simplify banking and access to banking services for consumers while 

reducing time and effort to achieve what they desire (6). 

 

 Fintech will allow consumers to bypass the bank and seek knowledge elsewhere 

which will streamline and ease the process for consumers (5). This will reduce exposure 

to risk, save costs, improve compliance and offer a better client experience (5). 

Technology wise, Fintech allows for a new, faster way to communicate with target 
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markets and distribute services (5). Clients will be able to do a great number of tasks 

without assistance at whatever time is most convenient for them without having to visit a 

bank (6). Using Fintech technology and robo-advisors will allow consumers to have 

access to information at the moment they desire it and seek advice quickly and 

efficiently. In terms of legal factors, Fintech does expose the banking industry to fraud 

through the use of cryptocurrency and online banking tools are susceptible to hacking. 

Finally,  from a environmental prespective, Fintech will help to reduce paper as well as 

other resource waste as it is primarily web-based. 

  

Developments in Fintech 

Fintech has been making regular appearances in the news as its popularity 

surges. On November 22, 2017, Fintech Select Ltd. announced that it had signed a 

letter of intent with a blockchain focused firm (7). The firm has developed a revolutionary 

gaming token that is derived from initial coin offerings, “which are able to leverage the 

Selectcoin physical infrastructure to increase consumer access.” (7) Through the 

Selectcoin Point of Sale (POS) infrastructure, consumers and investors interested in the 

new tokens but have minimal understanding regarding how to acquire these new assets 

now have a simple solution (7). The Selectcoin POS system utilizes a closed loop card 

system (patent pending) (7). Another article published on November 22, 2017 by Bay 

Street suggests that now is a great time to get involved with the world of Fintech as it 

gains ground and numerous opportunities emerge. A Canadian company, GlancePay, 

that has brought a simple technology to mobile payment processing, was launched just 

over a year ago but has already become the top mobile payment app in Canada (8). The 
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Innovator Square offers credit card processing and more recently loans to small and 

medium businesses (8).  

 
Blockchain 
 
Blockchain has provided a platform that has not been seen before in regards to the 

exponential increase in accessibility, transparency and credibility of information on the 

internet. This concept is known as the Internet of Things, which describes the idea of 

how everything in our lives is connected to the Internet. This growing phenomenon has 

and is impacting our daily lives, and Blockchain is at the forefront of this change. Here is 

why you should pay attention to this revolutionary infrastructure and its applications.    

 
 
    Blockchain technology was first introduced to the public in 2008 by an anonymous 

individual working under the code name Satoshi Nakamoto – the same person 

supposedly responsible for the creation of Bitcoin. Blockchain technology functions as 

an online digital ledger, an accounting book where all of the transactions of particular 

business activity are recorded. The purpose of a ledger is to adequately keep track of 

who owes what to whom when dealing with others in business transactions. The ledger 

is used in all economic systems around the world and is prominent in business, 

governments and banks. Governments and banks use ledgers to identify ownership of 

property, liquid assets, businesses, and primarily,  receivable items such as taxes. In 

commercial business, the ledger is used to record the amount of money that business 

operations are generating, and conversely, the amount of money those same business 
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operations are spending – based on these accounts we can conveniently figure out if a 

business is profitable within a specific time frame. 

 

Benefits of Blockchain 

   Firstly, due to its design and digital existence, the blockchain ledger system is 

fundamentally incorruptible. This means that in the digital ledger, the data recorded 

cannot be changed by anyone in the system – it can only be updated. In effect, these 

updates are represented by blocks. For this purpose, these blocks are individual 

representations of each and every transaction that takes place in the system and are all 

linked together (hence the name “blockchain”), regardless of the importance or size of 

each block – and they can occur within minutes or even seconds from each other. The 

reason this is important to note is because anybody who has access to the system 

cannot erase any given block; they can only add new ones. So hypothetically, if a 

mistake were made on a previous block, the only option would be to create a 

corresponding block with the updated information. This ensures honesty and ethical 

behavior of everyone in the blockchain by not allowing anyone to misrepresent 

information on any given transaction. For example, if you made a new block that is not 

appropriately representative of a transaction, or better yet, tried to erase a transaction, 

everyone else in the blockchain would be able to watch as you are doing it, and they 

would have access to all of the true information predating your attempt to falsify the 

system, and would immediately know that you are changing information.   
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The second feature of blockchain, is that unlike most accounting ledgers, the blockchain 

is decentralized. This essentially means that the system as a whole is not controlled by 

any single entity, but rather is shared in ownership. The important fact surrounding this point is 

that all of the information within the system is completely open to the public, reaching a level of 

almost unrestricted transparency. 

  

Applications of The Blockchain: 

 

●    Smart contracts: Digitization of documents and proof of ownership 

for transfers 

●    Stock exchanges: digital trading platform 

●   Health records: decentralized patient records 

●    Smart Property: Digitally recorded assets 

●   Music distribution: Proof of ownership for digital content 

●   Secure digital voting: Fraud-proof, anonymous digital voting 

solutions 
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     The future of blockchain remains to be seen, however many professionals and 

consumers alike, believe it may be at the forefront of a new competitive priority for 

businesses. Businesses are always trying to get an edge on the various competitors 

found in their respective marketplace, and therefore try to take advantage of current 

consumer trends. This is because the quicker a business can identify what is truly 

important to the average consumer, the greater chance they have to stand out from 

their competition. The marketplace has gone through many global trends in recent 

years, which have included big ones such as environmentalism and social 

responsibility. However, it is now believed a new point of competition for many 

businesses will be Information transparency. That is where blockchain comes in. 

Arguably, the entire point of blockchain is the level of transparency it provides, both to 

the people making the transactions and the people consuming the end result of those 

transactions. This being the case, many consumers would like to know where the 

products they buy are coming from and how they are made, especially in the food, 

clothing and fashion industry.  

 

 To end with a fundamental example, we can take a look at the food industry. If we 

consider the market for fresh fish, the average consumer would logically like to know 

where the fish came from, who caught it, and if it was farmed in an ethical way and by a 

company that conducts its operations without over-fishing. This would all be enabled by 

software that allows consumers to access this information with absolute convenience. 

Blockchain could also be utilized by the food companies, giving them the ability to track 
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down complexities such as investigations into food-borne illnesses in seconds, saving 

them from headache and spending money on recalls. In fact, we can even see this 

trend taking off right now, as Walmart has announced teaming up with various big 

players in the food industry, in order to develop IBM Blockchain plans.   

 
 

Intrinsic Drivers of BlockChain 
  

A company’s stock price is driven by many different factors, such as the performance of 

the economy, specific drivers that are derived from the specific industry they operate in, 

news releases and many more.  But fundamentally, there are drivers that are universal 

and allow investors to identify companies that truly provide value. Blockchain 

companies are no different and their fundamental drivers will be discussed, as well as 

the industry specific drivers that have been factored into their valuation. 

  

 

 

Profitability  

When valuing an asset, whether that be stocks, bonds or a manufacturing plant, the 

intrinsic value of that asset stems from the present value of the potential cash flows that 

asset will generate in the future. Therefore, an asset that generates strong cash flows, 

tend to improve its valuation in regards to its present value. Therefore, assessing the 
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profitability prospects of an industry is vital before making any investment 

decision. So in terms of blockchain, this may raise concerns, due to the fact that all 

these companies in this industry have negative earnings, therefore, negative core 

cash flows. But from a relative valuation perspective, these companies have extremely 

high valuations, which are inconsistent with their performance and will be addressed in 

the growth section of this assessment. 

  

 

 

Risk  

Risk is an important component in valuing a company. We will not go into the full details 

on how to factor this component in stock valuation but essentially, risk is represented by 

a discount rate in order determine the intrinsic value of an asset, therefore, the higher 

this discount rate, the more risky the asset becomes, which implies a higher 

return. Measuring the variation in stock price also represents risk of an asset, in 

particular stocks. This is known as standard deviation or volatility. So given the risk or 

volatility of these blockchain organizations, especially the fact that these companies 

operate in the technology sector, this is an investment that requires immense risk 

tolerance. But with high risk, comes with high reward. For example, Riot Blockchain 

Technologies (RIOT), an American company that specializes in providing investment 

exposure to cryptocurrency mining and other applications of the blockchain has seen 



 
	 Beginner’s	Guide	to	

Fintechnology	
	

	 	
 

16 
 

amazing price moves in the past few months alone. In the middle of December, Riot 

was trading at $15/share and shot up to $38.60/share in the span of a few weeks, 

representing a return of over 150% in less than month. The stock has began to correct 

back to that support level of $15/share, so from a technical analysis presepctive that 

would be a good opportunity to buy, but given that sharp incline in price in such a short 

period of time, holding this as a value investment fundamentally may not be the best 

strategy given Riot’s volatility. This volatility in stock price is also contingent on the fact 

that a lot of these companies rely on the performance and longevity of Bitcoin, which 

is the main currency that these companies specialize in in terms of mining and is also a 

very volatile asset. 

  

Growth: 

The potential long-term growth prospects of an asset are usually factored into 

company’s valuation. In regards to the technology industry, a lot of companies tend to 

have high valuations in regards to PE multiples, (multiples basically allow investors 

to determine how much you would pay for a company's earnings, usually in the 

same industry. Typically companies with low PEs are attractive because you are 

essentially paying a lower price for a company’s earnings, making it 

undervalued). This is because they are expected to have high earnings in the future, 

given the growth potential of the company. Unfortunately, these blockchain companies 

have negative earnings, which make it hard to determine what they are worth relative to 

each other. But that is not the whole picture. As we analyze these companies in more 
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detail, reinvestment of earnings and financing is an important factor to consider, given 

how capital intensive this industry is. This, as well as M&A activities (Mergers and 

Acquisitions) in this industry recently all provide opportunities for long term growth, 

which have all been factored in to this high valuations. 
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Blockchain Companies: 

 
 
 
 
 
 
 
 
Marco Streng:Co Founder and CEO of Genesis Group, Advisor to Hive 
Harry Pokrandt, President, CEO and Director of HIVE 
 
Ticker:HIVE.V 
Closing Price on Jan.15.2017: $3.27 
 
About Hive: Hive is a Blockchain company that specializes in cryptocurrency mining. It is listed 

as HIVE on the TSXV and it is one of the first companies in this industry to be publicly traded on 

the stock market. This firm’s mission is to provide a bridge between the capital markets and the 

blockchain industry. In doing so, this company gives investors the ability to take advantage of 

the momentous  growth of cryptocurrency, and more specifically, blockchain itself.  

 

Partnership: Hive is currently partnered with Genesis Group, the largest cloud Bitcoin and 

Ethereum mining company in the entire world.  Founded near the end of 2013, Genesis 

specializes in the generation of Bitcoin through mining, which is the process of solving complex 

math equations. Genesis has taken this process, and essentially has industrialized it to a 

massive scale. Initially, crypto mining had been conducted on individual servers. Now, Genesis 

owns crypto mining facilities or mining farms in every continent, but more specifically in Iceland. 

This is due to the fact that the processing power required to mine currencies like Bitcoin and 

other cryptocurrencies is immense, and produces a lot of heat. Therefore, constructing mining 

facilities in geographies with low temperatures like Iceland is ideal because the cost of electricity 

is so low. This allows Genesis to create a large number of bitcoin currency, at the fraction of the 
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cost This key factor in Genesis Minings operations has allowed HIVE to generate positive cash 

flows in a volatile industry that has seen margins that are extremely slim. Given that this 

company has a 30% stake in Hive Blockchain Technologies, this makes Genesis Mining a major 

resource. This partnership will not only improves HIVE’s operations from a performance 

standpoint, but will also provide investors the ability to take advantage of this digital revolution 

that is cryptocurrency, without being directly exposed to the volatility of the currency itself. 

 
 
 
Industry Overview:  
According to Hive’s Corporation presentation this past November, the growth and demand for 

cryptocurrency has increased substantially. We will begin with the trading volume. Depicted 

below is the growth in circulation of bitcoin from 2009 to 2017. In two years alone from January 

2015 to January 2017, the total number of transactions has grown by 500%, and this number is 

still rising. The Network Hash rate, which represents the computing power that is required to 

generate the cryptocurrency, has also increased. As you can see, as number of transactions 

continues to increase, this will require even more processing power in terms of hashing. This is 

the kind computing power that Genesis Group can provide and that Hive is taking advantage of.   

 
Exhibit.1 
 
 
 
 

 

 

Furthermore, the revenue that has been generated from the mining of both Bitcoin and 

Ethereum has also increased greatly on a daily basis. This graph below not only depicts  
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the growth in demand for cryptocurrency, but also the increasing profitability of crypto 

mining. 

 
Exhibit.2 
 
 
 
 
 
 
 
 
 
 
Risks: 
Although Hive does provides investors the ability to invest in an industry with increasing 

demand, it is still important to take into account the potential risks associated. Given the high 

volatility of cryptocurrency, in particular, Bitcoin, this could be a very risky investment, given that 

the performance of this company relies heavily on the mining of this currency. Many speculators 

and experts also believe that Bitcoin’s exponential rise and overvaluation are signs of a bubble 

about to burst. At the time of this report, one Bitcoin was currently valued at $17,355.25 CAD. 

Therefore, the longevity of Bitcoin is an important factor to consider, especially given its 

immense market share relative to other cryptocurrencies(See Exhibit 3).Furthermore, 

cryptocurrencies are notorious for being used to conduct illegal transactions like purchasing 

weapons, drugs and evading taxation. But ultimately, the greatest risk would be that the 

functionality and the actual intrinsic value of the currency relies heavily on the Internet and 

online access. This also exposes this organization to online hacking. All these risks are very 

important to consider, given the environment of this industry. Below is a market share 

breakdown of cryptocurrencies from 2013 to 2017. 
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Exhibit.3 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Fundamental Analysis: 
A fundamental analysis of Hive Technologies was conducted in order to assess the 

performance of this company. With a Market Capitalization of $847.66M, this makes this 

Blockchain company the largest amongst its competitors.In regards to profitability, companies in 

this industry have been struggling. Hive currently has negative earnings, which can be attributed 

to their extremely low operating margins and high costs and expenses the company has 

incurred over the past 4 months. This should not come as a shock to investors, as most 

Blockchain companies have negative profits especially given the high cost of maintenance and 

day to day operations. Luckily, Hive has been able to acquire financing in order to expand its 

operations, therefore generating more revenue from crypto mining, which will allow them to 

generate positive cash flows. According to a news release on December 29th 2017, Hive 

Blockchain Technologies closed $115M in tranche financing, which is a compilation of various 

forms of debt. The proceeds from this transaction will be used to expand their operations in 

Sweden, where Hive is currently building a 20 MW Bitcoin Data Centre and further expansion of 

their Sweden GPU Data Centre. Once completed, this will provide Hive with 24.2 MW and 20.0 

MW  of GPU mining capacity. This will not only increase Hives mining power by 150%, but will 
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also be accretive to shareholders, according to Harry Pokrandt, CEO of and Director of Hive 

Blockchains Technologies.   

 

In regards to risk, Hive Blockchain technologies is less risky form a systemic perspective.  

Currently, this company has a beta of 1.31, which makes this company less risky relative to the 

market compared to other competitors in this industry. From an idiosyncratic standpoint, this 

stock is very volatile. With an annualized standard deviation of over 180%, the variation in stock 

price  provides a lot of uncertainty, but also a lot of reward as well. Therefore, it would be wise if 

you were to invest capital into Hive Blockchain Technologies, to insure that the asset allocation 

for this stock is no more than 10% of your overall portfolio and that diversification is a strategy 

that you implement given this high volatility.  
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Ticker:BTL.V 
Closing Price on Jan.15.2017: $11.92 

 

About BTL: BTL Group Ltd is the creator of a private Blockchain development platform 

called Interbit, and a technology platform called Xapcash. It’s symbol is BTL and it is 

listed on the TSXV. It’s plaforms are made for the purpose of leveraging blockchain to 

create cash- in cash-out settlement solutions for companies located in Canada and the 

UK. They also developed a platform called SecurePlay, which utilizes Blockchain to 

enable transparency and security in Fantasy Sports. The company's services include 

consulting, workshops and point of contacts (POCs). They are marketing their 

platform(s) towards Business leaders, Solution Architects, Application Designers, and 

Developers. The company also has a subsidiary called Blockchain Tech Ltd. Their 

headquarters are located in Vancouver, British Columbia, Canada.  
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Industry Overview:  

The company’s business is centered around their main blockchain development 

platform, Interbit; which is designed to be developer friendly, allowing users to 

incorporate the power and benefits of technology within their desired enterprise 

applications. The Interbit platform includes a set of APIs and smart contracts that 

can be utilized by developers to reduce the costs and inefficiencies that often come 

as a result of using conventional means with which multiple parties and systems 

interact with a common set of data. As a result of BTL’s area of business, they are in 

direct competition with both innovators and incumbents within the data and 

transaction industry. According to BTL’s Corporate presentation, the innovators 

include other blockchain developers (Chain, OpenChain, Monax), as well as the 

creators of several cryptocurrencies currently on the market, such as Ripple and 

Ethereum. As for the Incumbents, these include several “old school” data 

transactions, and ledger service companies that have been operating since before 

the emergence of blockchain technology in the global market like Swift, IBM, Azure, 

and Fix.  As we can see from the illustration below, BTL utilizes technology that is 

generally preceived as very disruptive (high speed/function), whereas most of the 

Incumbents sit in the bottom left corner (Low speed/function). 
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                         Low Function                                         High Function 
 
 
Risks: 
Btl has been testing their Interbit technology throughout several industries; most 

noteworthy has been the inter-bank cross border settlement solution pilot in 

collaboration with Visa, and the first ever European energy pilot involving BP, Eni 

Trading & Shipping and Wien Energie. However, despite proving itself in massive 

industries such as Banking and Energy Trading, there still remains the question of 

whether BTL will be able to sustain its success going into 2018 – at which point Interbit 

will have its live launch, and the first commercial licenses will be distributed. As 

discussed in the industry overview above, there is no shortage of competition for BTL 

moving forward into the new year. Although some of the incumbents don’t seem to be a 
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threat, companies such as Swift have been used for secure interbank remittance and 

settlement for up to three decades now, and no doubt have built powerful connections in 

that time. Perhaps a source for even more speculation, the mass amounts of blockchain 

platform developers in the global market is continuously on the rise. We believe that 

BTL still hasn’t achieved the reputation of some of the big players, however some 

assume this will change in 2018 with the commercial launch of Interbit. 

  

Although BTL develops platforms incorporating the use of blockchain technology 

without utilizing the very closely related phenomenon of cryptocurrencies (unlike others 

such as Ripple and Ethereum), there is still concern relating to the impact that a crash 

of cryptocurrencies will have on blockchain technology. It has been speculated by many 

experts around the world that the burst of the bubble is imminent. Since blockchain and 

cryptocurrencies are based on the same concept of decentralization, were supposedly 

created by the same source, and have both seen astronomical amounts of growth in a 

relatively short period of time - this leads many individuals to believe that the fall of 

bitcoin could also lead to blockchain falling out of favor, and to its eventual collapse. 

  

Fundamental Analysis: All information is from the end of the 3rd quarter of 2017 – Sep 
30, 2017  
Now focusing on the quantitative aspect of BTL Group Ltd, we will assess the 

performance of the company. With a Market Capitalization of $304.8 M, this blockchain 

company appears to be mid-low cap in comparison to some of the other related 

companies in this market space. In terms of profitability, BTL is not profitable and 

therefore has a negative earnings. The Net income before taxes is $– 1.717 Million, 
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which is mostly exclusively due to the company’s high operating expenses. As is the 

case with most companies in the industry, BTL’s lack of profitability should not 

exclusively dissuade investors, due to the fact that most blockchain companies have 

been seeing negative profits also due to high maintenance and operations costs. In the 

most recent quarter, BTL had a debt to total capital of 0% , which is a very good sign for 

investors. 

 In regards to growth, although the industry is experiencing positive sales growth, BTL 

has been unable to grow its sales, and as a result is continuously losing market share. 

However, this information is not yet crucial to investors because BTL has already 

announced that in 2018 they will have their first commercial licenses distributed for their 

primary product; Interbit. Due to the recent success and exposure Interbit has received 

in BTL’s pilot programs within the Energy and Banking industries, some investors may 

wish to purchase shares in the company before the products eventual live launch in 

order to take advantage of the opportunity. However for the more risk averse investors, 

the performance of interbit after its commercial release should be carefully monitored – 

although timing with this particular strategy would have to be extremely precise. 

As a general assessment of risk, BTL is much more unreliable compared to other 

blockchain companies, however; also possess much more potential. 

  

BTL has a beta value of -7.60. This negative value indicates a inverse relationship to 

the market, which suggests that the security is moving in the opposite direction of the 

market. BTL is still riskier than the market because the beta is higher than 1. This being 
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the case, investors should be careful when considering this value as we have not yet 

seen how Interbit will perform in the open market. 

 

  

Investing capital into BTL Group Ltd should be done either before or after the live 

launch of Interbit (depending on the investors level of risk acceptance), with careful 

monitoring of company news and press releases. Also, due to inherent uncertainty, the 

stock should comprise no more than 10% of the investors overall portfolio, and 

diversification is a highly suggested strategy in order to mitigate risk. 
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IOTA 

Founders: 

 David Sonstebo 

 Dominik Schiener 

 Sergey Ivancheglo 

Dr. Serguei Popov 

Partnerships: REFUNITE 

 

 

Overview  

 IOTA was created as a derivation of the blockchain technology but is far more 

advanced when compared to its peers. IOTA is a cryptocurrency providing secure 

communications and payments between machines in the IoT(Internet of Things). IOTA 

is scalable, decentralized and fee less unlike other cryptocurrencies because it doesn't 

utilize the traditional blockchain structure. It utilizes the Tangle which is a Directed 

Acyclic Graph allowing the scalability and fee issues to be solved by requiring the 

sender in a transaction to perform 'proof work' which approves 2 transactions(the act of 

making a transaction and validating it are coupled). This removes the need for miners to 

allow the system to be fully decentralized and fee less. Cutting the miners out is good 

because the users are the only ones that can affect the system whereas miners only 

enable it to operate. The biggest benefit to the network comes from the scalability 

aspect. In IOTA the network transaction speed increases as the number of users 

increases as opposed to the traditional cryptocurrencies that slow down with more 
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users. IOTA is one of the best cryptocurrencies to be utilized if improvements to the 

network are completed and digital currency as a whole becomes more stable. IOTA has 

a partnership with more than 20 companies including Microsoft. Furthermore, the IOTA 

network is launching a new data marketplace. The marketplace is powered by a 

distributed ledger technology and shareholders will be incentivized to securely share 

their data. The creation of the data marketplace support the idea that IOTA is moving 

closer to a practically used currency. A Microsoft rep described IOTA’s marketplace as 

“next generation technology will accelerate the connected, intelligent world and go 

beyond blockchain that will foster innovation real-world solutions, applications, and 

pilots for our customers” 

 
 

Catalyst 

 The currency is digital so it can not be tampered with therefore reducing the agency 

cost associated with fraud, counterfeit and robberies that are becoming more 

sophisticated in the present and future. IOTA has the potential for a bigger network, 

especially since over two billion individuals have access to Internet or mobile phones 

while having no access to a traditional exchange. This network effect will increase in the 

future as people get more comfortable with digital currency. Cryptocurrencies have 

made headlines in the news after experiencing strong price surges in 2017. Especially 

with Bitcoin going from under $1000 at the start of 2017 to just under $20,000 near the 

end of the year.  
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This has resulted in more public trust in the digital currency sector especially with the 

market capitalization of all cryptocurrencies combined currently valued at over $770Bn 

and with Bitcoin options being made available. It has created the largest wealth transfer 

since the 1850's when people discovered oil. The founders of popular cryptocurrencies 

such as Bitcoin are now billionaires. IOTA is in short blockchain 2.0, its a more 

advanced system with the potential to overshadow Bitcoin with the proper resources 

and strategy.   
 
 

Risks  

 Many analysts and professional agencies are claiming cryptocurrencies to be a huge 

bubble that will pop in the near future, creating a certain level of distrust in digital 

currency among the general public. Although cryptocurrency is safe and hack proof, the 

exchanges at which they are listed are prone to hacks. These hacks are growing in 

sophistication and severity. Due to the anonymity associated with using digital currency, 

its suspected most of the transactions performed are illegal. This is proven since the 

amount of transactions performed are minimal since the general public is using the 

currency as an investment vehicle instead. This may cause the currency to become 

outlawed or regulated in conservative countries. There is a potential for IOTA to not 

being able to implement the changes necessary to grow their user base since they are 

relatively new compared to Bitcoin.   
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Tech Analysis 

According to consultancy firm Bain, the IoT market is expected to be worth $470 billion 

by 2020. IOTA’s market cap is $9.839Bn and its currently valued at $3.54US. There are 

2.78Bn coins in circulation and a 24 hour trading volume of $171.794Mn. IOTA started 

off at a price of $0.526US in June and experienced a big price spike during mid 

December, reaching its peak at $5.25US. However it experienced a volatile trend 

resulting in its current price of $3.54US. It has a 74% rating in Major Exchanges Trading 

Activity which measures the market share, market maturity, and the market acceptance. 

The currency needs to be widely traded to be considered a potential growing currency. 

It has a 62% ojn Social Media & Discussion Board which represents the strength of the 

community backing the currency such as Facebook. A strong community will be able to 

contribute new ideas and features to be implemented. Resulting in an increase in 

trading volume and contributing significant growth towards a bigger market.  
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Appendix : 
 
(https://www.youtube.com/watch?v=4b7qThLq9to) 
https://www.investopedia.com/terms/f/fintech.asp 
https://www.cnbc.com/2017/10/02/fintech-everything-youve-always-wanted-to-
know-about-financial-technology.html 
http://btl.co 
http://btl.co/assets/pdf/BTL_Corporate_Presentation_Q4_2017.pdf 
https://media.coindesk.com/uploads/2017/09/State-of-Blockchain-Q2-2017-.pdf 
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