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♦ Special – City of London’s leading commercial think-tank 

♦ Services – projects, strategy, expertise on demand, 

coaching, research, analytics, modern systems 

♦ Sectors – technology, finance, voluntary, professional 

services, outsourcing 
 

 Independent Publisher Book Awards Finance, Investment & 

Economics Gold Prize 2012 for The Price of Fish 

 British Computer Society IT Director of the Year 2004 for 

PropheZy and VizZy 

 DTI Smart Award 2003 for PropheZy 

 Sunday Times Book of the Week, Clean Business Cuisine 

 £1.9M Foresight Challenge Award for Financial £aboratory 

visualising financial risk 1997 

 

 

Z/Yen 
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♦ Blockchains (current) 

♦ Long Finance predicting bubbles (current) 

♦ LIBOR and FX litigation (current) 

♦ Prediction markets (1998-present) – 

www.extzy.com  

♦ Market Intelligence – Ministry of Defence, 

e.g. Vision 2020 (1994-present) 

♦ Avatars for Big Data (2010-2012) 

♦ PropheZy and VizZy – Automation of 

Compliance monitoring (2005-2008) 

♦ Financial £aboratory Club visualising risk 

(1997-1998) 

Z/Yen in Finance Research 

http://www.extzy.com/
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London 

Accord 

Financial 

Centre 

Futures 

Meta-

Commerce 

Eternal 

Coin 

                 About 

‘When would we know our 

financial system is 

working?’ 

 

Objectives: 

 Expand Frontiers 

 Change Systems 

 Deliver Services 

 Build Communities 
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2,000,000 Years of Commerce and We 

Still Don’t Know The Price Of Fish 
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Lunacy, Heresy, or Orthodoxy? 

“Get a detailed grip on the big picture.” 

Chao Kli Ning 
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♦ What is money? 

♦ What are, Bitcoin, cryptocurrencies and 

AltCoins? 

♦ What is blockchain technology? 

♦ Might blockchains apply to traditional 

finance? 

♦ Fraud, fix, or future? 

♦ Discussion 

 

Bitcoins & Blockchains - Outline  
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What Is Money? 

♦ “Money is a matter of functions 

four, a medium, a measure, a 

standard, a store.” 

♦ Textbook: 

store of value – deferred payment 

medium of exchange 

unit of account 

♦ Trilemma 
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What Is A Community? 

From anthropology: 

 

“Communities form when people are 

indebted to one another” 
basic membership indebtedness 

recorded indebtedness 

tradable indebtedness 
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Money as a Technology? 

Money

Fiat currency

Common tender

Backed

Unbacked

Commodity money

Composite

Baskets

- currencies

- commodities

Representative 
money

“Money is a technology 

people use to trade 

debts – typically a self-

referential token-based 

system.” 

 

“Tokens of 

indebtedness are 

desires frozen at a 

point in time – depend 

on the future 

persistence of the 

community and its 

values.” 
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Evolution In Time & Space 

♦ Money 0.0 – communal village 

♦ Money 1.0 – social tokens 

♦ Money 2.0 – traded value, Mesopotamia 

♦ Money 3.0 – gold & silver 1.0, Lydia 

♦ Money 4.0 – bills of exchange, Northern Italy 

♦ Money 5.0 – fractional reserve goldsmiths 

♦ Money 6.0 – central banking 1.0 – cheques, 17th century 

♦ Money 6.5 – gold & silver 2.0, 19th & early 20th century 

♦ Money 6.0 – Richard Nixon & ultra leverage 

♦ Money 7.0 – ? 

http://upload.wikimedia.org/wikipedia/commons/c/ca/Plato_Symposium_papyrus.jpg
http://upload.wikimedia.org/wikipedia/commons/8/8c/SphinxGiza.jpg
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Semi-coercive Currencies 

Fiat Currency = Tax Scrip 
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♦ Fiat currency: semi-coercive, monopolist monies 

♦ Fractional reserve = leveraged banking 

♦ Tax scrip supply + bank debts = money demand 

Current Monetary Assumptions 
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♦ What is the value of money if one person holds all 

the cash? 

♦ What happens if you call your tax authority and tell 

them you just don’t feel part of the community but 

will call in the future when you’re back in the mood? 

♦ What is the value of £1 in France versus a pound in 

the Shetlands? 

♦ Why can’t you go to your central bank and ask for a 

‘bucket’ of GDP? 

♦ If your nation won the ‘put your feet up for a 

century’ lottery – in what currency would you take 

your winnings? 

Thought Experiments On Fiat 

Currency As Tax Scrip 
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Self-referential system 

upon which all our 

analysis is based: 

♦ What does GDP mean? 

♦ Are competing 

currencies good or bad? 

♦ Should money be a long 

term store of value? 

Time – Store of Value 

[Source: http://illusionsetc.blogspot.com/2005/08/moving-mobius-strip.html] 
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Money 7.0? 

[Courtesy of Michael Parsons, 

@BitcoinByte] 
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What Is                           ? 

Satoshi Nakamoto, 

January 2009 launch 
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Enriching System 

[Source: The Finanser - http://www.phplight.com/wp-content/uploads/2013/11/Bitcoin_Ecosystem_1170.png] 
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Mining Is Hard Work – Bitcoin Preponderant 

[Source: 

http://www.coinwarz.com/cryptocurrency#] 



© Z/Yen Group  

2014 

♦ Lower transaction costs  

 No third party to financial transactions 

 Alternative to cash 

♦ Public ledger of transactions (history) 

 Secure and transparent e-commerce and money transfer 

 No counterfeiting 

♦ Design depends on public key cryptography – ‘forged’ (sic) in a 

tough environment – wallet thefts only ‘break’ 

♦ Design depends on ‘mining’ – who pays?  regulation needed? 

♦ High price volatility to date encourages speculation and hoarding 

♦ Fixed BTC supply will limit inflation, possibly lead to deflation and 

hoarding 

♦ Lack of consumer/user protection 

♦ Capital controls?  Inter-currency? 

 

Bitcoin - Medium Of Exchange? 
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How To Evaluate: Fixed or Flexible Element? 

Pecunium 

? 
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♦ Virtual Element - modeled after gold - no interest, limited 

supply - where’s the community? – no backing 

♦ Uncertainty around long-term value - high price volatility 

leads to speculation 

♦ Mining centralisation (51%) - though new blockchain 

protocols try to address that 

♦ How to incentivise block validation if not currency-based 

protocol? 

♦ Compatibility with, and enforceability within, existing legal 

frameworks, e.g. smart contracts, DAOs 

♦ Future evolution of money?  Stores versus Exchange? 

Bitcoin – Store Of Value? 
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♦ Blockchain = a database 

 Aka ‘chain of blocks of transactions’  

 A publicly accessible ledger of all transactions that have ever 

occurred in a protocol 

 Fully decentralized and accessible to every node of the 

system (protocol) 

♦ Requires ‘proof of work’ to verify blocks  

♦ Technology emerged with the creation of Bitcoin in 

2009  

 Other protocols exist e.g. Ethereum 

♦ Can host applications e.g. smart contracts, 

decentralised autonomous organisations 

 

 

What Is Blockchain Technology? 
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♦ Displaces two roles of trusted third parties: 

 No double transactions* - can’t sell the same thing 

twice 

 Public history* - one unified, unalterable state of the 

transaction ledger shared by all nodes  

 Trusted identity – initial entry requires high degrees of 

trust but then system operates on a trustless basis 

♦ Decentralised - robust, no central control or 

authority required to coordinate behaviour or 

interaction 

 

What’s Interesting About Blockchains? 
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♦ Registries – ships, aircraft, artworks, tax, … 

“crypto custodians” 

♦ Trade reporting, consolidated tapes 

♦ Personal insurance or data blockchains with smart 

insurance contracts 

♦ Identity blockchains for anti-fraud protection or 

anti-money laundering 

♦ Persistent exchanges 

♦ Corporate voting 

♦ Accounting registries 

♦ Multi-entity contracting, 

    virtual contract companies 

Might Blockchains Apply To Traditional Finance? 
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Smart Contracts &  

Decentralised Autonomous Organisations 

Blockchain Smart Contracts Decentralised Autonomous 
Organisations (DAOs) 

Bitcoin Counterparty (P2P financing 
on Bitcoin) 

EIRIS (platform for creating 
DAOs) 
 

Agora Voting Proof of Existence (notary 
system) 

Bitshares (‘banking’ 
community of DAOs and 
investment) 

Ethereum (platform for 
creating coins) 

Monegraph (art registry) Hyperledgers and Sidechains 

Twister (decentralised 
microblogging) 

Smart Property (still 
conceptual, e.g. Intellectual 
Property) 
 

Atomic 
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Blockchains - Socially Useful? 

Theme Service Question 
Trust Identities communities 
Space Transactions services 
Time Debts value-added 
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♦ Fraud –unlikely to be riskier than current, just new 

♦ Fix – innovations exploding 

♦ Future: 

 Any technology that reduces product costs radically, here “trusted 

third party” costs, proliferates the product, e.g. the printing press 

and publishing 

 AltCoins will proliferate but may or may not flourish as 

independent currencies 

 Government AltCoins are inevitable – Peru, Iceland,… 

 Corporate AltCoins are exciting – shipping container miles? Air 

Miles versus Chair Miles? 

 Blockchain technology will be used for many financial applications 

Thoughts – Fraud, Fix, or Future? 

“Money isn’t everything but it sure keeps you in touch with your employees.” 

[children] – to paraphrase John Paul Getty 
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Do We Know What We’re Doing? 
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When Would We Know 

Our Commerce Is Working? 

♦ When we’re equitable - space? 

♦ When we’re sustainable - time? 

♦ When we’re happy? 


