Institutional Crypto-financial
Products and Services

Throughout the latter part of 2017
and deep into 2018, crypto mar-
ket watchers repeatedly hailed the
arrival of so-called “institutional
money.” While a large number of
crypto investment funds did spring
up and many venture capital firms
turned their focus to crypto com-
panies during this time, their num-
bers were not as significant as imag-
ined" and the sharp influx of money
from professional investors failed
to materialize.

Now, nearly two years on, it

is still too early to speak of a
sustained wave of investment
from institutions. Several fac-
tors have contributed to this
situation:

Lack of regulatory clarity
regarding cryptocurrencies

Low level of blockchain and
crypto technical understand-

ing

Lack of traditional cryp-
to-based financial products

Fear of potential KYC/AML
complications

Regulatory approval, and in par-
ticular, fears of market manipula-
tion, have been a major stumbling
block to the approval of crypto ex-
change-traded-funds (ETFs) in the
United States, where, for instance,
Bitwise has faced a roller-coaster
process trying to gain the SEC’s
blessing for its product.’

There are, however, other signs
that institutional-grade products and
services are on the rise. Crypto cus-
tody providers are now able to offer
banks and asset managers the level
of security needed to satisfy their
requirements. For a crypto deriva-
tives trading platform such as the In-
tercontinental Exchange-supported
Bakkt this is key. Bakkt’s physical-
ly-settled monthly Bitcoin futures
contracts, despite their slow start,
have steadily increased in popular-
ity - another sign that once the pieces
are in place, there is strong potential
for institutional crypto products.

In Switzerland, the country’s ma-
jor stock exchange, SIX, has listed
ten crypto-based exchange-trad-
ed-products (ETPs) over the last 18
months. At the same time, SIX itself
has begun intense development work
on its next-generation infrastructure,
the SIX Digital Exchange, which has
the aim to eventually trade not only
cryptocurrency-based traditional fi-
nancial products, but also an entirely
new asset class of tokenized assets.

Mass adoption of crypto ETPs
and ETFs may still be a few years
away, but 2020 is likely to see more
foundational work done, thus pre-
paring the way for more institutional
money to flow into the market.
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