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 Blockchain - the internet of value 

Financial services  Blockchain Capital conf call details disruption potential 
Our CLSA U experts highlighted the blockchain as the internet of value, as 
opposed to what’s so far been the internet of information. Blockchain 
enables the secure, instantaneous exchange of value the same way the 
internet enabled the secure, instantaneous exchange of information. This 
application, in a stage analogous to the mid-1990s for the internet, is 
gaining momentum and can create both winners (more efficient banks, 
Visa/MasterCard) and losers (Western Union, late-adopter banks). 

Winners and losers 
Winners include the unbanked: blockchain - distributed ledger technology -  
can help with financial inclusion and bring financial services to the billions of 
unbanked citizens globally; Visa and MasterCard - this can be a way to get their 
next 1 billion customers, many of whom can jump directly to blockchain and 
skip traditional bank account and banks; and those companies that co-opt this 
technology and integrate with existing infrastructure to become more efficient. 
One loser could be Western Union, which is charging 10-12% to send money in 
cross-border transactions that can have almost no counterparty risk 
(sometimes family members). Other potential use cases include bank-to-bank 
cross-border payments, micro-payments, securities settlement, financial 
inclusion and correspondent banking. 

Momentum building 
Several factors help. First, blockchain is the first time in history that two 
parties, unknown to each other, can exchange value without having to rely 
upon a ‘trusted’ intermediary, owing to the resolution of what’s known as the 
Byzantine General’s problem. Second, computer power is tremendous, given 
aggregate computing power equal to 100x the power of all of Google’s 
servers. Third, regulators are gaining more comfort, including those at the 
Federal Reserve, Department of Justice and law-enforcement agencies. 
Fourth, top-notch talent is leaving Wall Street and well-known Silicon Valley 
firms to join VC-funded blockchain start-ups. 
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Straight to the source with CLSA 
When industry innovations change as quickly as they are created, your 
ability to respond could mean the difference between success and failure. In 
this volatile environment, why rely entirely on broker research when you can 
tap into unfiltered, unbiased primary research? 

CLSA U® is a value-added executive education programme created to 
allow you to gain firsthand information and draw your own 
conclusions and make better informed investment decisions. 

CLSA U® offers tailored courses on a broad range of macro themes with a 
special focus on technology and telecoms. The format ensures you learn as 
we do and obtain firsthand information about prospects and trends in 
industries and sectors that underline the companies in your portfolio. 

You will interact and learn from the trailblazers at the centre of 
today’s fastest moving industries - experts, engineers and scientists 
who design, implement and shape the new technologies today, 
which impact the market tomorrow. 

CLSA U® is not a one-off event. It is an ongoing education programme 
restricted to CLSA’s top clients. The syllabus will constantly evolve to meet 
your needs and help you debunk the latest technologies, investment styles 
and industry trends that affect the markets and sectors you invest in. 
For more details, please email clsau@clsa.com or log on to www.clsau.com 

 

P Bart Stephens - Managing Director 
Bart Stephens is a Founder and Managing Partner of Blockchain Capital, the 
General Partner of Crypto Currency Partners funds.  

Bart Stephens has also been a Managing Partner of Stephens Investment 
Management LLC (SIM). Stephens Investment Management is a family 
owned and operated hedge fund and venture-capital firm. Bart and his 
brother and Co-Founder Brad invented the term and pioneered "Nanocap" 
investing - venture capital style investing in the public markets focused on 
sub micro-cap equities.  

Bart has a background as both an operating entrepreneur and a venture 
capitalist. Prior to co-founding SIM, Bart was Executive Vice President, 
Venture Capital for Ivanhoe Capital Corporation (ICC), an international 
investment firm. Before joining ICC, Bart was a founding investor and Head 
of Corporate & Business development for Oncology.com. Oncology.com grew 
to become the internet's largest cancer-related website before being sold to 
Pharmacia (now Pfizer) in 2001. Prior to Oncology.com, Bart spent more 
than two years with E*TRADE, an early internet innovator in online financial 
services. While at E*TRADE, he held senior positions focused on product 
marketing, business development and corporate development.  

Bart earned a Bachelor of Arts degree in Political Science from Princeton 
University in 1997. While at Princeton, his academic work focused on the 
intersection of information technology and national-security issues. 

  

CLSA U® logo, CLSA U® (word mark) and CLSA University are registered trademarks of CLSA in the USA and elsewhere. 
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W Bradford Stephens - Managing Partner 
Brad Stephens is a Founder and Managing Partner of Blockchain Capital, the 
General Partner of Crypto Currency Partners funds.  

Brad has also been a Managing Partner of Stephens Investment 
Management LLC, which he co-founded in 2002. His diverse background in 
domestic and international finance includes sell-side securities analysis, 
hedge-fund management, venture capital and family-office management. 
Prior to co-founding SIM, Brad worked as the senior analyst at Fidelity 
Ventures, the venture-capital arm of Fidelity Investments. At Fidelity, Brad 
focused on the areas of Internet Security and New Media, leading 
investments into e-Security, Sanctum and Managed Objects. He also 
founded Fidelity's Biometric Consortium, a cutting-edge collaboration of all 
Fidelity's business units designed to explore, pilot and implement biometric 
security systems within Fidelity and eventually its consumer clients.  

Brad also worked as a research analyst in CSFB's Technology Group, 
specializing in internet security and internet infrastructure software. While at 
CSFB, Brad helped raise over US$1.3bn for companies under coverage. Prior 
to working at CSFB, Brad worked as a research analyst at Furman Selz (later 
acquired by ING Barings), where he co-founded their Internet Research Group 
and co-authored the first financial industry piece on internet security.  

Brad has a Bachelor of Arts degree from Duke University where he was an 
economics major with an emphasis on China. This work included direct 
venture-capital experience in Beijing, where he helped seed-finance SRS, 
the first technology venture investment into China, which later became 
Sina.com (Nasdaq: SINA). Brad also sits on the board of IMI Exchange, the 
global leader in virtual goods exchange, based out of Seoul, Korea. 

 

Brock Pierce - Managing Partner 
Brock Pierce is a venture capitalist and entrepreneur with an extensive track 
record of founding, advising and investing in disruptive businesses. He 
pioneered the market for digital currency in games and has raised more 
than US$200m for companies he founded. Mr Pierce is the Chairman of the 
Bitcoin Foundation and Founder and Managing Partner of Blockchain Capital. 
Blockchain Capital is the first sector-focused venture fund that invests in 
blockchain technology companies and the bitcoin ecosystem. The firm’s first 
fund invested in 30 companies and the second fund has invested in 19 
companies. Blockchain Capital was recently named the most active FinTech 
venture fund by PitchBook. Mr Pierce is the founder of IMI Exchange, the 
world’s leading digital-currency marketplace for games, with annual sales 
exceeding US$1bn. Mr Pierce led the fundraising process for IMI Exchange 
from blue-chip investors such as Goldman Sachs and Oak Investment 
Partners. He also founded ZAM, one of the world’s largest media properties 
for gamers, which was acquired by Tencent. Mr Pierce also founded IGE, the 
pioneer of digital currency in online games, achieving revenue exceeding 
US$100m in 2006 and sold in 2007. Mr Pierce is also a founder of GoCoin, 
Noble Markets, Blade Payments, Tether (sold), Xfire 2.0, Playsino, Five Delta 
(sold to SCRI), Evertune, GamesTV, and Digital Entertainment Network. Mr 
Pierce has been a guest lecturer at the Milken Global Conference, Singularity 
University, Stanford University, the University of Southern California and 
UCLA. He attended the University of Southern California. 
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CLSA U conference call transcript 
Welcome to today’s conference call on blockchain. I’m Mike Mayo, CLSA Bank 
Analyst. With me is CLSA FinTech Analyst, Tom McCrohan. On the phone line 
is CLSA Software Analyst, Ed Maguire. Our featured guests are from 
Blockchain Capital, a venture-capital firm specializing in blockchain 
investments. 

On this call, we’ll ask a series of questions and then will take general Q and A. 
Blockchain Capital invests in blockchain-enabled tech companies. Their initial 
fund was the first venture-capital fund dedicated exclusively to blockchain. 
That was in 2013. They were also recently named top FinTech investor by 
PitchBook. On this call, we have the three cofounders and managing partners 
of Blockchain Capital: Bart and Brad Stephens and Brock Pierce.  

Bart and Brad are part of the Stephens family that some of us remember 
through Robertson Stephens, a Silicon Valley investment bank that was later 
purchased by legacy Bank of America. We also have Brock Pierce, who in 
addition to being a Partner at Blockchain Capital is also Chairman of the 
Bitcoin Foundation. He is considered a pioneer in the digital currency market. 
These three partners have spent the last three years full-time reviewing 
blockchain companies for investment.  

They have reviewed over 600 companies for the 40 investments in their 
funds. That’s about as grassroots as it gets. Brad, Bart and Brock, thank you 
for joining us.  

Thank you, Mike, Tom and Ed. And thank you to CLSA. 

We would love to give you a little bit of an overview of blockchain technology 
and why we think it’s important as part of the overall, pretty exciting 
landscape in FinTech as venture capitalists. I’d just like to start out by saying 
that if you remember nothing else from the call today, it’s that when you hear 
the word bitcoin in news reports, on TV, in a magazine - just remember that 
underneath the hood of bitcoin is a technology that we call blockchain 
technology that we think is incredibly robust and powerful. 

There are lots of different ways to describe this technology, but we like to 
describe it simply: The internet as we know it allows for the secure and 
instantaneous exchange of data; the blockchain allows the secure and 
instantaneous exchange of value. With bitcoin, it’s really just the first proof of 
concept of secure value exchange based on the blockchain.  

So, we like to think of blockchain as the operating system, if you will, and 
bitcoin is the first application. But this operating system, we believe, can be 
used for the secure exchange of assets of all types. 

Right now it’s the crypto currency called bitcoin. In the future we think it can 
be stocks, bonds, title to your house, title to your car… And that’s really just 
within financial services.  

It’s our view that blockchain technology will be a disruptive force in FinTech in 
financial services. But it also has a really exciting application in other 
industries outside of financial services, like healthcare or legal services and 
government services. For the purpose of this call and the audience, we can 
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focus primarily on financial services today, but we do take an expansive view 
of blockchain technology.  

It’s our investment opinion that the blockchain economy in 2015-16 is pretty 
similar to the internet in 1993 before Marc Andreesen created the internet 
browser and made the internet usable to all of us. The infrastructure was still 
there, but it was poorly understood and hard to use.  

It was the domain of computer scientists and electrical engineers, and geeks, 
and some venture capitalists, and that’s kind of where we are now. By the 
way, one of the biggest proponents of bitcoin and blockchain technology is 
Marc Andreesen. 

Blockchain technology is still in its infancy. It’s poorly understood, but we see 
a tremendously exciting investment landscape as venture capitalists focused 
in this emerging sector of FinTech. 

Well, I’m going to ask you a stupid question. How many blockchain years 
equal one internet year? 

It’s a good question. Blockchain technology has come a long way in a short 
period of time. It is never a dull moment; it’s kind of a controversial industry. 
People don’t know what to make of it and it can be confusing. So just in one 
aspect, there’s been essentially 20 years of semiconductor design that’s been 
compressed into the last three years for the supercomputers that maintain 
the network. 

The blockchain can also be thought of as a large distributed ledger. Obviously, 
banks have central ledgers that are opaque: their credits, their debits. 
Blockchain turns that on its head. It’s a large distributed and transparent 
ledger - just like the internet is usable by everyone and owned by nobody, the 
blockchain is the same way.  

It is supra-sovereign and transnational. It can be thought of as a large 
database and an incredibly robust one at that. The hashing power that 
maintains the blockchain, the distributed computer network - think of 
Napster, one of these large peer-to-peer networks - is about 100 times the 
computing power of all of Google’s servers combined.  

So, we’re talking about one of the largest computer-science projects and 
infrastructure layers in the history of technology, really. 

Can you elaborate more on how you think the blockchain is 
underappreciated? On our pre-call you talked about brainpower, capital power 
and computing power. You just touched on computing power, but maybe you 
can elaborate more. 

So, I talked about how we think this is a really exciting investment area. We 
are not alone in Silicon Valley. FinTech venture capitalists have invested 
US$1bn in startups in this ecosystem. That’s about the same investment pace 
as internet PC investment in 1994, so there’s a lot of parallels there. 

We are also seeing a tremendous amount of super high-quality entrepreneurs 
who are starting companies and voting with their feet. A lot of serious 
engineering and computer-science talent is leaving Wall Street firms, leaving 

Mike Mayo 

Brad Stephens 

Mike Mayo 

Bart Stephens 

http://www.clsau.com/
http://www.clsau.com


 Speaker Series 
 

6 www.clsau.com 28 December 2015 

the larger technology firms like Google, Airbnb and Uber to start blockchain 
technology companies. So, very high-quality entrepreneurs, large amounts of 
venture capital, but still a relatively small industry.  

If you want to think of bitcoin as a market cap, it’s essentially one small-cap 
FinTech stock. And by that I mean if you take the price of bitcoins now, 
US$450, let’s call it, times bitcoins in circulation, roughly 15 million, that’s 
about a US$7bn market cap, if you want to think of this ecosystem as a 
company. That pales in comparison to other markets that everyone on the 
phone is familiar with; the gold market is US$7tn, global stock markets are 
US$70tn and the derivatives market is US$700tn.  

So, still in its early days, but a lot of high-quality entrepreneurs, a lot of 
venture-capital investing in startups, and that’s why we think this is an 
incredibly interesting area. And another underappreciated aspect of 
blockchain technology is its security architecture. It’s a very robust security 
architecture - the computers, the massive computing power that we 
mentioned earlier - that maintains the blockchain; this large distributed 
ledger also secures it in a very new approach to network security.  

Every bad actor or hacker that you can think of has tried to hack the 
blockchain and so far the blockchain has never been successfully hacked. So, 
in an era when centralized authorities that hold our personal financial 
information - whether they be banks or credit-card companies, or even the 
US government, with their background checks - are susceptible to hacking, 
the blockchain is an incredibly robust security architecture. And so I think 
that’s an underappreciated aspect. 

So, your best-use case is just that bitcoin in the last several years, it has not 
been hacked. Is that the point?  

I think that an underappreciated aspect is the security of bitcoin’s 
infrastructure, the blockchain. We want to start talking about use cases. 
There’s a bunch of them that we think are very exciting. All start with the 
ones in financial services. So, again, as the blockchain is an operating system 
for the secure exchange of assets, we believe it is a better, faster, cheaper 
way to move money, especially overseas or to international jurisdictions. 

The international remittance market is a US$50bn a year market dominated 
by legacy players like MoneyGram and Western Union; and using blockchain 
technology, you can send a vast amount of money in a short period of time 
for very low fees from any mobile phone in one jurisdiction to a mobile phone 
in a jurisdiction halfway around the globe.  

So, we get pretty excited about blockchain technology for the movement of 
value and the movement of money, especially when we talk about the friction 
in the existing system going from country to country.  

So the remittance market is an area that we are very excited about. We are 
also excited about micro payments. The blockchain and using bitcoin allows 
for small payments or pieces of content online, which has kind of been a 
missing piece in the internet.  

If you want to go online and read articles on The Wall Street Journal, or 
you’re a publisher of web content, you really have two options. One is you 
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can ask - put up a pay wall and ask your customers to put in all their credit-
card information and then they can read everything that The Wall Street 
Journal publishes.  

Another option, if you’re a web publisher, is basically to give all of your 
content away for free and annoy your users with pop-up ads and videos, and 
banner ads and such, and you have Google, or other ad networks, monetize 
your traffic. 

We see a future where blockchain-enabled micro payments enable our 
publishers to charge users or readers per the article or for five minutes of 
YouTube viewing, so new micro-payment monetization models on the internet 
are enabled by this lower-cost infrastructure. And then there’s been a lot of 
activity with respect to how can the blockchain be used for the settlement of 
traditional securities that are not bitcoin. 

We have one of our companies, Chain, working with NASDAQ. One of our 
companies, Coinbase, is working with the New York Stock Exchange, and 
there’s a series of projects that are underway to take a look at distributed 
ledger technology and all securities - in a cryptographically secure way. So, 
those are three or four use cases within financial services that we are pretty 
excited about. 

Just briefly I’ll touch on developing economies. There are 5 billion people in 
the world who have access to a smartphone, but don’t have a credit card or a 
bank account or a brokerage account. JP Morgan is more than likely never 
going to care about these people.  

However, there are 2 million new smartphones being activated every day and 
we see a future where a lot of people in developing economies skip over 
traditional financial products and services that we all take for granted in North 
America. 

They’ll probably never have a piece of plastic or credit card, just like they 
never had a landline. There are people in developing economies who skipped 
right over landline technology straight to 3G and 4G mobile phones. We see a 
model where that happens in financial services as well, where their phone is 
the first thing that they reach for when making payments; and in the 
background, that very well could be enabled by blockchain technology. And so 
we’re excited for consumer applications and payment applications of 
blockchain technology and the developing economies where the next 5 billion 
consumers will come from. 

So, backing away from finance for just one moment, what areas outside of 
finance do you see the biggest application? You mentioned healthcare, legal, 
government, and maybe in describing how those other industries can use 
blockchain will be an extra insight on finance. 

A couple of recent investments and companies we find exciting - one would 
be a business called Stampery, which if you’ve ever used products like 
Dropbox, has a very slick, very easy-to-use interface, where you would drag 
and drop a PDF file, or any file for that matter.  

Or integrate it directly into your e-mail - what that does is it creates an 
immutable record time stamped into the blockchain that is a better legal 
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record for anyone who understands the technology than anything you could 
receive from a notary, for example. So, we look at this as a legal service and 
one that could, in theory, replace notary publics all over the world.  

And it would be a great fit into a business like a DocuSign, where we’ve seen 
some unicorn activity. Another interesting example and an investment we 
recently made is a company called Stem. Stem has a focus on content 
creation and the blockchain. So, this was the first year where digital revenue 
surpassed analog revenue in the media world.  

And what Stem is doing is helping content creators - whether they are people 
making videos for YouTube, or an artist making a song, for example - to 
determine the economics split amongst the participants.  

So, if I’m the writer, Bart is the producer, Brad is the singer-songwriter, we 
would agree that our economics split is 20, 20, 60, or whatever it might be. 
Those economics would be hashed into the blockchain. They’ve got 
integrations with YouTube and Spotify and some of the major distribution 
points. 

And that would track all the revenue, and those revenue would then be 
distributed using blockchain technology to each of the artists in a fast, 
efficient and transparent fashion. Whereas the way that’s handled today is 
none of those things, and the payment terms may be some of the worst in 
the world. If you’re an artist today and you generate revenue today, you’re 
being paid on that one-year payment terms.  

You don’t get paid for over a year from the time you actually generate 
revenue, and the data that you have surrounding where and how you 
generated that revenue is basically presented to you in such a fashion, you 
don’t even know how you made your money.  

So, this is an area amongst artists that is much needed. We co-invested in 
that deal - the largest investors were us and a guy, Mark Cuban, whom many 
of you probably know. And a lot of major artists, which I think is important as 
well, people like Katy Perry, Dead Mau5, and other major artists.  

And the founder of that company ran digital at one of the major agencies in 
Los Angeles called UTA. And so those would be two examples of legal services 
and content creation on the blockchain.  

I would just add there are a couple of other use cases that we are pretty 
interested in, or other industries, again, the blockchain is an immutable 
record of all transactions that have ever happened and will have ever happen 
on this operating system for the exchange of value. 

It is incredibly tamper-proof and so once a document is hashed into the 
blockchain, you can show with a mathematical certainty that it hasn’t been 
tampered with. So if you think about the blockchain as a database that is 
tamper-proof and you can show with a mathematical certainty that it hasn’t 
been altered, you can think about blockchain disrupting industries outside of 
financial services that are also heavily regulated.  

And, for me, healthcare comes to mind - also a very large industry that is 
heavily regulated. One of our companies, Peernova, is using blockchain 
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technology to manage health information that needs to have multiple levels of 
permissioning.  

So, if you’re running a clinical trial and you’re a large pharmaceutical 
company, there are certain levels of permissioning where certain doctors in a 
clinical trial could see their siloed information, but they don’t see the overall 
efficacy rates of a given drug in a Phase Three clinical trial.  

But it’s also important to show that you have data integrity if you’re a clinical 
investigator running a clinical trial because the FDA is very concerned about 
safety protocols, efficacy rates, etc. So, you could use the blockchain for a 
database that has certain levels of permissioning and redacting based on how 
senior you are within the company or the trial.  

Then you can also show to the FDA when they want to audit your data tables 
and your raw data on this hypothetical drug in a clinical trial, you can show 
with a mathematical certainty that nothing’s been tampered with - that the 
data has integrity and it hasn’t been altered in any way. So that would be an 
example of the blockchain’s use in a database type format for clinical trials in 
healthcare.  

So, I guess that would apply to banks too, when you talk about the regulated 
aspect, allowing the regulators to view the data? 

Yes. I gave a talk at the Federal Reserve a couple of weeks ago, and there’s a 
lot of interest on behalf of regulators on what is blockchain technology, what 
are crypto currencies, are these friends or foes - and what I tried to focus on 
is that this technology is new, but there’s some real benefit.  

With respect to blockchain-based transactions, they are forensically trackable. 
It is difficult to hide a transaction on the blockchain because every time you 
move money on it or an asset, it’s essentially permanently time-stamped and 
tracked in an immutable database.  

So there’s a lot of misreporting in the industry that bitcoin in particular is 
used by criminals, when in fact it’s a very poor way to conduct criminal 
transactions. Again, because there’s this permanent record.  

We had an e-mail question, Brock. It sounds like the easy transference of 
money opens itself to illicit money transfers. What safeguards are there to 
prevent an ISIS, for example, moving dollars around? 

So the way that this technology works, again, there is an electronic paper 
trail into the blockchain that shows when bitcoins have moved from one 
account to another, so if you’re in law enforcement or an intelligence official, 
there are forensic ways to track transactions on the blockchain. They actually 
yield much more information than physical cash. But, physical cash is very 
difficult to track.  

All transactions using bitcoin are trackable on the blockchain. And, I’ll also 
point out that the major companies that allow you to hold coins, these are 
called wallet companies, and examples would be Coinbase or Xapo or Circle. 
These companies that allow you to buy and sell bitcoins and hold your 
bitcoins for you, they go through the same KYC and AML and OFAC and BSA 
type procedures as major financial institutions do. So if you want to exchange 
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fiat currency for bitcoin, they’re going to have to submit personally 
identifiable information, like your power bill and your passport.  

And the same thing is true when you want to transfer from bitcoin back to a 
local currency. So, a lot of our talks with regulators and our portfolio 
companies working with regulators, they basically have very similar types - 
know your customer, anti-money laundering rules and complying with all the 
regulatory frameworks that apply to traditional banks.  

One of the only other things that I’d add to that is the United Kingdom, or the 
UK government, just recently released a report explaining how bitcoin is a 
blockchain-based asset. It is actually not a good tool for laundering money or 
performing any of these actions and that is because it is a distributed and 
transparent ledger.  

Every transaction that occurs using this system is publically visible to 
everyone else in the world who wants to look at it. Therefore, it’s actually not 
a good tool for performing illicit trade. Anyone that has done so to date in a 
material fashion has likely been arrested and has either been prosecuted, 
convicted, or in process today.  

And it might be worth noting that Bart, Brad and myself, recently attended 
the first gathering put together at the Federal Reserve in San Francisco, 
hosted by the Department of Justice, where they pulled together the heads of 
every major division of law enforcement in the USA together with the FBI, 
Secret Service, et cetera, et cetera, to have a discussion around this 
technology and what its risks and opportunities are.  

And there was more or less a universal opinion from everyone we spoke to 
that this is a technology that definitely has more to offer in the way of 
positive innovation than anything that is a serious or substantial risk. 

When was that meeting?  

This was in the last 30 days. And Bart spoke again at a second gathering 
there and I’ll let you explain that if you wish. 

Yes, the first one was primarily for law-enforcement officials. The second one 
was primarily for economists. And there’s lots of interest on the part of 
regulators. But it’s also a new technology so it was an opportunity to get 
operating companies and startups in the ecosystem together with policy 
makers and regulators and venture-capital firms like ourselves.  

It was very well attended by senior people and I would characterize the 
approach by almost all the US regulators so far as to be fairly open-minded 
and taking a look at the positive benefits for both businesses and consumers 
that we believe outweigh any of the risks of a new technology.  

So, it really seems like blockchain is gathering speed. When do we see a 
significant impact from the blockchain on financial services? 

We think it’s happening now. A lot of our companies are working with large 
financial institutions to conduct pilots. I’ll mention a couple by name. So, one 
of our companies, Ripple, has a blockchain-based technology that allows for 
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transfer between corresponding banking markets, so wholesale-level banking 
that moves US$4 trillion a day.  

You could think of this as a swift 2.0 type application of this technology. And 
Ripple has all sorts of pilots, and are paying customers to take a look at it: is 
this a better, faster, cheaper way to move money from bank to bank. Another 
one of our companies, ItBit, has a product that they’re launching that’s called 
the BankChain. ItBit is taking a look at how can you tokenize the trading of 
physical assets, looking at commodities markets and currency markets, 
especially physical bullion-type markets.  

I mentioned Chain earlier. Chain’s working with NASDAQ for the settlement of 
late-stage private-equity shares, which would be issued in residents on the 
blockchain. They also have a product that is kind of like a dynamic cap table. 
So, we’re an investor in 40 startup companies - some of these companies 
stay private for longer periods of time, and there’s trading on the secondary 
market of shares. Right now, as a shareholder, that’s an opaque process to 
me.  

If a large, let’s say a founder in one of our companies were to trade or sell 
some of the founders’ stock to a large mutual fund in a pre-IPO transaction, 
as an investor in the company, I don’t have transparency into that. That cap 
table’s essentially held by corporate counsel, maybe outside counsel, and it’s 
paper-based, and it’s in a filing cabinet. With the blockchain, again, it brings 
transparency and decentralization. 

So, what NASDAQ and Chain are working on is to put the cap table, kind of a 
dynamic cap table, taking something that used to be resident with lawyers 
and in filing cabinets and putting that into code; putting that in the blockchain 
and making that a real-time cap table. So, what we’re pretty excited about 
financial institutions trying new products and services based on this 
technology and also for the faster settlement of traditional securities. 

There’s been a tremendous amount of innovation on Wall Street over the last 
30 years - on what I like to say the front end of Wall Street with high-
frequency trading and algorithmic-based risk models. Goldman Sachs can 
trade tens of millions of shares in the time it takes to blink an eye. But each 
and every one of those shares takes three days to settle. But the US equities 
markets work pretty well. T+3 settlement is kind of pathetic in this day and 
age but it is not the most acute pain point. 

And so we’re pretty excited about taking a look at blockchain technology to 
reduce costs in the back office. It’s not very sexy, but any securities where it 
takes 10, 15, 30 days - and these are primarily credit instruments of various 
types - the blockchain can drastically reduce that settlement time. And that 
means better capital efficiency for companies that are using blockchain to 
settle traditional securities in the cryptographically secured way. 

We have a few more questions here. But we actually have one e-mail 
question. If blockchain is similar to the early days of the internet, who will be 
the Amazon of blockchain? 

That’s a great question. The truthful answer is it’s too early to tell. We’ve 
structured our firm and our approach to investing in this ecosystem in a 
purposefully diversified manner. So, in our second venture fund, which we 
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just finished raising, we’ve already invested in 20 startup companies. So 
we’re kind of taking an index approach as investors in this sector.  

If this is similar to the internet in 1993 or 1994, to use that analogy, you 
wouldn’t want to put all of your capital into - pick a company that doesn’t 
exist really anymore, like Infoseek, you would have been much better off 
making a diversified approach to the sector and making sure you didn’t miss 
Amazon or Ebay, Etrade or Yahoo.  

So, we’ve taken that similar type of approach where we think it’s very early 
on in this technology - we see tremendous upside. However, recognizing that 
it’s in the very early days, we’re investing in a distributed fashion.  

Some of the leading companies in terms of scale and size that we think could 
be the Amazons of the blockchain economy would very likely include 
Coinbase, Chain, ItBit and Ripple. These are some of the companies that have 
the largest private-company valuations. Another one of our companies, 
BitFury, is the largest company in the ecosystem by revenue. So, these are all 
front runners in a very early industry, but again, it is early days.  

And who among the large banks would you say have taken an early start?  

Banks, I think, have matured their thinking a lot in a short period of time. If 
you talked to banks two years ago they said “we think bitcoin might be illegal, 
we don’t like it, we’re staying away from it.” In fact, many startup companies 
that are blockchain-based have a hard time even opening up a business 
checking account.  

Now, we’ve seen that thinking change over the last year in particular. Almost 
every bank now has some sort of blockchain task force. And when we talk to 
Chief Technology Officers at large financial institutions, they’ve come to the 
conclusion that they are sometimes interested in bitcoin. But they are always 
interested in blockchain technology, especially when it comes to the 
settlement of traditional securities, and generally speaking, distributed ledger 
technologies.  

They know and they see what we do, which is that this technology has the 
potential to be highly disruptive. And it’s not going to be un-invented. One of 
the key features of blockchain technology is you can exchange assets with 
someone without knowing or trusting your counterparty. You don’t have to 
care about their balance sheet, you don’t have to care about their liquidity 
position, you don’t need to take a CDS out on them.  

Mathematics, or the blockchain itself, is the counterparty. So, it’s the first 
time in human history you can exchange assets with someone without having 
to know or trust your counterparty or their solvency or being in the same 
physical location. You don’t need to go through a financial institution if you 
don’t want to; you don’t have to go through a sovereign government. So 
these are big ideas and we think they are pretty exciting.  

The opposite of that question is not who is the Amazon of the blockchain, but 
who’s at risk involving the large players?  

And that didn’t fully answer your question, too, about the banks. There are 
some leaders out there in terms of financial institutions that are adopting this 
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technology. The Royal Bank of Scotland is leaning forward into this. They 
have a full blockchain taskforce, and we’ve worked closely with them on 
projects. Santander has a pretty innovative program. BBVA has made some 
investments. USAA has invested in Coinbase. Capital One has invested in 
Chain. Goldman Sachs has invested in Circle and has an internal crypto 
currency type of project for the settlement of traditional securities.  

So there are some financial institutions that are taking a look at adopting 
this. Some of them candidly, I think, are trying to just figure out if this is a 
threat to their business. Some of them see this as a lower-cost infrastructure 
to offer new products and services to customers in new jurisdictions. I think 
there are some legacy business models that are at risk.  

Western Union was started in 1851 and we aren’t sure if it will exist in 2021 
unless they embrace blockchain technology. They charge their customers 10 
to 12 percent to send money in what is essentially a riskless transaction; it’s 
usually a family member to a family member. There’s no counterparty risk, 
and I think it’s important if you’re Western Union and you’ve had this 
business since 1851 to take a look at this technology from a defensive 
perspective. Because the blockchain allows for a better, faster, cheaper way to 
move money from one country to another. And it’s quite possible that that 8 
to 12 percent that they charge is an indefensible margin.  

I remember when I started my career at E*Trade in the mid-1990s, we were 
offering stock trades for US$15 and Merrill Lynch was offering them for 
US$300. And we just found a better, faster, cheaper way to do electronic 
stock trading. And it was terribly inconvenient for Merrill Lynch; we took 
hundreds and hundreds of thousands of customers from them.  

They didn’t like it and they said that the customers would never be self-
directed and use the internet for stock trading, that the relationship with their 
broker was way too important. And at the end of the day, E*Trade is a 
powerhouse in that market.  

Online stock trading caused irreparable damage to the traditional full-service 
retail brokerage model and that’s the nature of innovation in financial 
services. I think there are some losers here, and Western Union comes to 
mind.  

On Visa and MasterCard, what do you think the implications are for those two 
payment networks?  

Visa and MasterCard are very formidable companies, so we hold Visa and 
MasterCard up highly. They have a great business. It’s one of the most widely 
held names by hedge-fund managers for a reason. And so we talked to 
multiple people within Visa and MasterCard, and they’re watching this 
technology carefully. Visa actually invested in one of our companies, Chain; 
MasterCard has made a few investments as well.  

I think their business is incredibly robust and safe in the North American or 
developed economies. But if I were Visa and MasterCard, I would be 
wondering where I find my next 1 billion, 2 billion customers. And is there an 
opportunity to leverage an inherently lower-cost infrastructure to reach 
customers who maybe don’t spend as much on a daily basis.  
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As I mentioned in some of my earlier remarks, we do see a future where this 
technology recedes into the background. One of our companies, Abra, that 
American Express invested in, is using bitcoin to transfer money from person 
to person on your mobile phone. But bitcoin is essentially not even mentioned 
on their website or in their app. It’s essentially in the background. Just like all 
of us send e-mails on a daily basis today, we don’t really understand how the 
TCP/IP protocol works that’s at the infrastructure level of the internet.  

All that stuff’s been abstracted away. We do know that sending e-mails is just 
really easy and the internet works and it is fast and cheap and secure. We 
think consumers will have that same experience over time. And so I see 
blockchain technology in developing economies as an opportunity for Visa and 
for MasterCard, because there are certain transactions that Visa and 
MasterCard can’t currently address.  

We’ve all gone to the corner store and seen the handwritten sign by the cash 
register that says minimum credit-card purchase US$5 or US$10. That’s due 
to the inherently high fixed cost associated with the model there. Nobody 
does a charge back for a cup of coffee.  

And so we talked about micro payments earlier, I think micro payments is an 
interesting extension, potentially, using this technology for Visa and for 
MasterCard. There are various levels of experimenting from our 
understanding internally at those companies.  

Hi. I was interested in asking about what your views are on the future of 
bitcoin just looking at its limitations in terms of its functionality, in terms of 
looking at its ability to conduct multiple transactions at speed.  

I mean clearly it can’t compete with Visa, that can do thousands of 
transactions a second whereas bitcoin’s limited to its seven minute cycle of 
clearing a blockchain - but also looking at the potential adaptions of bitcoin 
and development of side chains and technologies that fit on top of it that 
could actually enhance its functionality.  

I mean given that it is true decentralized first-mover, whereas blockchains in 
aggregate are really private, more centralized chains that probably don’t have 
the same degree of trustless capacity. But I’m just really thinking around the 
future of blockchain. 

You’ve got public and private blockchains. In the case of bitcoin, that is a 
public blockchain, and there are some advantages and there are some 
disadvantages.  

And you correctly note one of the disadvantages is speed vis-à-vis some 
other potential technologies that might be more instant. The benefit of a 
public blockchain in the case of bitcoin is it is a robust security infrastructure, 
and the fact that it is a trustless system where you don’t need to know your 
counterparty. 

But the trade-off of that trustless, highly secure infrastructure is that it does 
have a multi-minute delay in terms of its existing architecture. There are 
companies like Blockstream, of which we are an investor, that is building side 
chains to allow for instant settlement on par with infrastructures like Visa and 
still on a public blockchain like the one that bitcoin is built on.  
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You have other technologies like the lightning network and root stack et 
cetera that are solving for that time delay. But the general view today is that 
a public blockchain is slower than some of these other technologies that you 
think about, that vis-à-vis the rest of the world where you’ve got 3 or 30 or 
60- to 90-day type settlement periods. Bitcoin is obviously very fast, and it’s 
at a very robust security infrastructure. 

But the other half of this is what are called private blockchains. Some of you 
may have attended the CLSA U conference call with Blythe Masters. And a lot 
of what Wall Street is looking at today in traditional financial institutions are 
private or permissioned blockchains. And I think the right analogy to think 
about, and there are many instances where this technology might be better 
depending upon the particular use case, is early days of internets and 
intranets in the 1990s. 

And naturally I think a lot of major financial institutions, their entry point into 
this market is to work with a permission blockchain where they get to decide 
who are the participants. Because in those instances, they already know and 
trust their counterparties, and they’d rather have a walled garden in an AOL 
type analogy of the 1990s as well. 

But the question of the trade-off is a public blockchain today is inherently 
slower than a private blockchain that could allow for instant settlement. There 
are technology solutions that are fairly far along but not in the market today 
that might solve for that. 

Hi. If you are able to only invest in listed companies rather than being able to 
invest in startups as you can, if you were looking in the traditional banking 
sector do you think it’s a net winner because it can cut costs, or a net loser 
because it’s just going to be overtaken by someone else who’s an internet 
company coming up on the outside with all the new technology, when you 
think blockchain? 

Well in the short term an analogy that we like to use, I think financial 
institutions are going to be the primary beneficiaries in the near term. In the 
same way when telecommunications shifted from making phone calls over 
twisted copper wires to using voice over IP, many people thought the telecom 
industry would be a net loser.  

But in reality the telecom industry co-opted that technology and integrated it 
into their infrastructure and changed the way that they had done business 
from a technology perspective.  

And it cut costs, and it expanded margins. But we the consumers never even 
realized the shift had occurred, because we still picked up our phone, we 
dialed a phone number and we spoke to the person we were hoping to speak 
to.  

I think this is going to be very similar, because the time that it takes for this 
type of technology to roll out at a consumer level is going to be very long. But 
there is an opportunity for financial institutions to integrate this technology to 
cut costs both in their middle and back offices. And we, the consumers, will 
probably not even realize that that has occurred. 
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Now one institution versus another - that could be a very different change – 
and there is a great book, The Innovator’s Dilemma. The early adopters of 
this technology from a financial-institution perspective will be the biggest 
beneficiaries, and the late adopters, vis-à-vis their competitors, may end up 
being extinct.  

If you do not take advantage of disruptive technologies to cut costs and to 
make yourself competitive, you may find yourself at a severe disadvantage 
vis-à-vis your peers. 

We’ll go to our e-mail questions too. But you just said in the short term banks 
could win, but you didn’t address the long term. And one question that we 
had is if banks become a lot more efficient or the financial firms - FinTech 
firms become a lot more efficient - do they eventually simply pass on those 
efficiency benefits to the customers? 

I’ll take a stab at that. I would echo Brock’s comments. I think the benefits 
are going to be uneven based on which type of financial institutions adopt 
these types of technologies. And I also think it’s important to situate 
blockchain technology within the land of FinTech innovation, generally 
speaking. I think there’s been one new bank charter granted in the last six 
years or something like that. So there’s not a lot of startup activity in 
banking. 

And we’re seeing Silicon Valley take a look at that opportunity. Incumbent 
financial institutions have gotten larger and larger since the financial crisis. 
There are certain branding challenges I think, especially with millennials.  

I read some research recently out of Viacom that the four largest financial 
institutions in the United States appear in the top-ten most-hated brands by 
millennials. A lot of these types of consumers who will be important over the 
next five, 10, 15 years, never go into branches.  

They’re mobile-first type people. And so when you look at robo advisors and 
traditional stock brokerage and private-client type services, when you look at 
mobile first, when you look at peer-to-peer lending, when you look at 
blockchain technologies, when you look at a new approach to credit scores, 
we call them credit scores 2.0, with a bunch of Silicon Valley startups, when 
you look at Apple Pay, when you look at Square and Stripe and PayPal, there’s 
clearly a lot of interest on behalf of Silicon Valley FinTech to go after 
traditional areas of banking.  

And how that plays out, it’s still pretty early. But I think if you read Jamie 
Dimon’s shareholder letter this year, he said “Silicon Valley is coming!” and 
“Bitcoin is trying to eat our lunch.” I think those are astute observations.  

With all that being said, banks have huge advantages in terms of their scale, 
their relationships with other regulatory moats so to speak. And so we work 
very closely with startups and I think often Silicon Valley’s FinTech startups 
underestimate the power of incumbency and they underestimate the 
regulatory burden in financial services.  

So that’s a long-winded answer, but I think those financial institutions that 
lean forward into all this innovation going on in FinTech, working with 
technology companies, I think they have the opportunity to take market 
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share, offer new products and services, and, to your question, pass some of 
the savings along to their customers.  

Again I’d use the stock-brokerage model that went from US$300 for full 
service at Merrill to discount brokerage at Schwab at US$100 and eventually 
to E-Trade at the US$15 price point. But the market obviously expanded with 
the lower price point and technology enhancements. A whole bunch of people 
started doing online stock trading using the internet that wouldn’t have done 
it otherwise as a result of the lower price point. We do see opportunities to 
grow the market; we do see opportunities to reduce costs and to have some 
of those costs passed on to consumers. But it’s important for financial 
incumbents to, I think, embrace this technology. A lot of this stuff is not going 
to get un-invented - it is here to stay. 

We do have an e-mail question: are there enough miners to handle 
transactions? It’s not enough to be 99.99% sure if you’re a bank. 

So mining I like to refer to as transaction processing. The right way to think 
about what that infrastructure is, imagine if Visa, MasterCard or a bank for 
example said that we no longer want to host or have our own servers or cloud 
networks or virtual networks - whatever that might be, virtual machines. 
Let’s, for example, crowd-source all of our infrastructure. Let’s outsource that 
to our customers and tell our customers that you can run our software and 
support our infrastructure and in exchange for doing that, we will share a 
portion of our revenue with you.  

So bitcoin’s blockchain is essentially a crowd-sourcing of infrastructure, and 
that is I think the correct way to think about it. And what you’re doing when 
you are participating in that network is you are actually verifying transactions.  

So are there enough miners out there to process everything? The answer is 
the primary function of the miners is not scale per se in terms of number of 
transactions but a robust security architecture. And as Bart pointed out 
earlier, it’s a hundred times more powerful from a computing-power 
perspective than Google’s entire network, or 200 times the size of the top 500 
supercomputers in the world - combined.  

So its security architecture is robust and probably the largest computer-
powered network in the world today. Now scaling of that network and the 
number of transactions that can be processed is a topic of debate today.  

It’s one that does not keep me awake at night because there are, again, a 
number of solutions to scaling this technology. So it’s not so much a matter of 
if, it’s more a matter of how, and a lot of the smartest computer scientists, 
cryptographers and mathematicians are proposing their views as to how to 
scale this most effectively - whether that be through side chain, lightning 
networks, in creation of block size, et cetera. It’s not so much a matter of if, 
it’s just a matter of how.  

And I believe all of these proposals will eventually be tested, validated, many 
of which will also be experimented with. But, because it’s a public open-
source system, these discussions and debates are all very public and 
therefore everyone sees them and therefore it creates uncertainty, and 
obviously financial markets do not like uncertainty, and discount them as a 
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result of that. But it’s not something that concerns me today. I believe that 
this will scale as much as is needed. 

I mean you understand the question - I’d hate to be the first bank that says 
we’re embracing the blockchain, we’re putting all of our customer accounts on 
the blockchain and then something goes wrong. Or, as an individual, would 
you put your entire net worth on a blockchain system. Isn’t there always a 
fear there’s something we haven’t thought about?  

Target lost 60 million customer accounts. JP Morgan lost 80 million customer 
accounts, the Office of Personnel Management of the US federal government 
lost 20 million background checks. So this is already a problem with our 
existing systems. Right now we safeguard people’s personal financial 
information with databases. Those databases are ring-fenced with security, 
intrusion detection and firewalls. The system isn’t working particularly well, so 
I think it’s important to recognize blockchain technology relative to the status 
quo.  

The blockchain’s never been hacked; we think it’s an incredibly robust 
security architecture, but we expect financial institutions to go slowly. To use 
Brock’s analogy earlier, it’s amazing how much we forget this stuff, but 20 
years ago no financial institution worth its salt was ever going to connect to 
the World Wide Web, or the internet - they thought it was dangerous and 
untrustworthy and so they built intranets. And of course those intranets 
turned into direct access to the internet over time, and there’s mobile banking 
now and all those sorts of things.  

Fifteen years ago, 20 years ago, people thought it was a very risky 
proposition to put your credit-card information into a website to order a book 
from Amazon.com. Now we all do it on a daily basis, and we don’t think about 
it. So, we do see this technology as being important and profound. But it’s 
also confusing and easily misunderstood, and so, as a result, both consumers 
and large enterprises, I think, will get comfortable slowly over time.  

And just to push back on another point you made: You said it’s the first time 
in history where you can enhance assets without knowing or trusting your 
counterparty?  

Well, it’s the first time you can do that without being in the same physical 
space with them. Historically that’s how all transactions were conducted.  

I would hand you a piece of gold, a feather, a bead or a bill, whatever that 
might be, and in computer science - and this is lost on a lot of people - 
people have been trying to solve or to create something similar to bitcoin or a 
blockchain for the last 30 or 40 years. And it’s been one of the greatest 
problems in computer science and cryptography and it’s referred to or 
thought of as the Byzantine General’s problem, or better described as a 
double spend.  

How do I send a unique piece of data over the internet to you and when you 
receive that, like if I attached a picture to an e-mail, when you receive that e-
mail from me, how do you know that you’re the only person in the world that 
has it? How do you know I didn’t keep a copy for myself or send it to 20 other 
people at the same time?  
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And what bitcoin did is, it solved the Byzantine General’s problem, which is 
why we think of it as a proof of concept. And now that proof of concept has 
occurred and now we can apply it to any other application where you no 
longer need an intermediary, a counterparty, and you don’t need to trust 
whomever it is that you’re transacting with because you know you’re the only 
one in the world that has it.  

Much in the same way if you hand me a hundred dollar bill I know that, 
unless it’s counterfeit, and again, you can’t counterfeit on this system - again, 
which makes it better than a lot of other things - but that is what’s been 
solved here.  

A major problem in computer science that for the last 30 years people have 
been trying to solve for, this technology’s been released. It’s been invented. 
We think of the internet today as the internet of information - the internet of 
value now exists, and we believe it will be as disruptive as the internet of 
information.  

Great. Well, we’re almost at the end of our hour, maybe some closing 
comments as we think about blockchain and your views of blockchain. What 
are some parting thoughts you’d like us to have? 

We think that this is, call it the early 90s, 1994, maybe 1995, in internet 
years. Hence the reason that we’ve devoted our lives to investing in this 
space, and it’s one that I would watch closely. Just by having attended this 
call or other calls that, Mike, you’ve hosted, you’re now some of the foremost 
experts in the world.  

This is the very beginning of an early trend and you have that data, which 
allows you to have insight to make smarter decisions as a result of it. But this 
is very early days. Another point that’s worth noting is that this industry has 
taken in roughly a billion dollars of venture capital. This year alone, the 
industry has taken in more capital than the internet did in 1995. And in 1995 
it cost US$5m to build a basic website to sell something online.  

Today, the cost to do something similar is thousands of dollars because of 
open-source software, Amazon Web Services; the cost of developing has gone 
down substantially. So, the fact that we’ve taken in more capital as an 
industry than the internet did in 1996, as that capital gets deployed, turned 
into products and services, there’s going to be a lot of innovation and a lot of 
destruction that emerges here over the next couple of years. And I think 
that’s a point worth noting.  

I’ll just follow on to Brock’s comments that we’d be happy to be a resource for 
you and any of your clients on the call with any follow-up question. We’re 
reachable at blockchaincaptial.com. We are bart@blockchaincapital.com and 
brock@blockchaincapital.com. So if there’s any follow-up questions from 
clients on the call, we’d be happy to be a resource for you guys in the 
continuing discovery of this technology.  

Well, we appreciate that. Brad, Bart and Brock, thank you for your time. 
Thank you for reaching out with that last comment or you could contact here 
at CLSA in the room with me Tom McCrohan, FinTech Analyst for CLSA, and 
I’m Mike Mayo, Bank Analyst. I can be reached at 212 549-5000. Brad, Bart 
and Brock, thank you for your time today. 
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JPMorgan Chase (JPM US - US$66.60 - BUY)¹ 
MasterCard (MA US - US$98.59 - OUTPERFORM)¹ 
Moneygram Int (N-R) 
Pfizer (N-R) 
Santander (N-R) 
Sina (N-R) 
Tencent (700 HK - HK$150.90 - BUY)² 
The Royal Bank of Scotland (N-R) 
Visa (V US - US$78.26 - OUTPERFORM)¹ 
Western Union (WU US - US$18.50 - SELL)¹ 
Yahoo! (YHOO US - US$34.11 - OUTPERFORM)¹ 
¹ Covered by CLSA Americas; ² Covered by CLSA 

Important disclosures 
The policy of CLSA (which for the purpose of this 

disclosure includes subsidiaries of CLSA B.V. and CLSA 
Americas, LLC ("CLSA Americas")), and Credit Agricole 
Securities (Taiwan) Company Limited (“CA Taiwan”) is 
to only publish research that is impartial, independent, 
clear, fair, and not misleading. Analysts may not receive 
compensation from the companies they cover. 
Regulations or market practice of some 
jurisdictions/markets prescribe certain disclosures to be 
made for certain actual, potential or perceived conflicts 
of interests relating to a research report as below. This 
research disclosure should be read in conjunction with 
the research disclaimer as set out at 
www.clsa.com/disclaimer.html and the applicable 
regulation of the concerned market where the analyst is 
stationed and hence subject to. This research disclosure 
is for your information only and does not constitute any 
recommendation, representation or warranty. Absence 
of a discloseable position should not be taken as 
endorsement on the validity or quality of the research 
report or recommendation.  

 
To maintain the independence and integrity of 

CLSA’s research, our Corporate Finance, Sales Trading 
and Research business lines are distinct from one 

another. This means that CLSA’s Research department 
is not part of and does not report to CLSA Corporate 
Finance (or “investment banking”) department or 
CLSA’s Sales and Trading business. Accordingly, neither 
the Corporate Finance nor the Sales and Trading 
department supervises or controls the activities of 
CLSA’s research analysts. CLSA’s research analysts 
report to the management of the Research department, 
who in turn report to CLSA’s senior management.  

 
CLSA has put in place a number of internal controls 

designed to manage conflicts of interest that may arise 
as a result of CLSA engaging in Corporate Finance, 
Sales and Trading and Research activities. Some 
examples of these controls include: the use of 
information barriers and other information controls 
designed to ensure that confidential information is only 
shared on a “need to know” basis and in compliance 
with CLSA’s Chinese Wall policies and procedures; 
measures designed to ensure that interactions that may 
occur among CLSA’s Research personnel, Corporate 
Finance and Sales and Trading personnel, CLSA’s 
financial product issuers and CLSA’s research analysts 
do not compromise the integrity and independence of 
CLSA’s research.  
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Neither analysts nor their household 

members/associates/may have a financial interest in, or 
be an officer, director or advisory board member of 
companies covered by the analyst unless disclosed 
herein. In circumstances where an analyst has a pre-
existing holding in any securities under coverage, those 
holdings are grandfathered and the analyst is prohibited 
from trading such securities. 

 
Unless specified otherwise, CLSA/CLSA Americas/CA 

Taiwan did not receive investment banking/non-
investment banking income from, and did not 
manage/co-manage a public offering for, the listed 
company during the past 12 months, and it does not 
expect to receive investment banking compensation 
from the listed company within the coming three 
months. Unless mentioned otherwise, CLSA/CLSA 
Americas/CA Taiwan does not own a material 
discloseable position, and does not make a market, in 
the securities. 

 
As analyst(s) of this report, I/we hereby certify that 

the views expressed in this research report accurately 
reflect my/our own personal views about the securities 
and/or the issuers and that no part of my/our 
compensation was, is, or will be directly or indirectly 
related to the specific recommendation or views 
contained in this report or to any investment banking 
relationship with the subject company covered in this 
report (for the past one year) or otherwise any other 
relationship with such company which leads to receipt of 
fees from the company except in ordinary course of 
business of the company. The analyst/s also state/s and 
confirm/s that he/she/they has/have not been placed 
under any undue influence, intervention or pressure by 
any person/s in compiling this research report. In 
addition, the analysts included herein attest that they 
were not in possession of any material, nonpublic 
information regarding the subject company at the time 
of publication of the report. Save from the disclosure 
below (if any), the analyst(s) is/are not aware of any 
material conflict of interest. 

 
Key to CLSA/CLSA Americas/CA Taiwan investment 

rankings: BUY: Total stock return (including dividends) 
expected to exceed 20%; O-PF: Total expected return 
below 20% but exceeding market return; U-PF: Total 
expected return positive but below market return; SELL: 
Total return expected to be negative. For relative 
performance, we benchmark the 12-month total 
forecast return (including dividends) for the stock 
against the 12-month forecast return (including 
dividends) for the market on which the stock trades.  

 

In the case of US stocks, the recommendation is 
relative to the expected return for the S&P500 of 10%. 
Exceptions may be made depending upon prevailing 
market conditions. We define as “Double Baggers” 
stocks we expect to yield 100% or more (including 
dividends) within three years at the time the stocks are 
introduced to our “Double Bagger” list. "High 
Conviction" Ideas are not necessarily stocks with the 
most upside/downside, but those where the Research 
Head/Strategist believes there is the highest likelihood 
of positive/negative returns. The list for each market is 
monitored weekly. 

 
Overall rating distribution for CLSA/CLSA Americas 

only /CA Taiwan only Universe:  
 
Overall rating distribution : Buy / Outperform - 

CLSA: 64.48%; CLSA Americas only: 61.15%; CA 
Taiwan only: 63.49%, Underperform / Sell - CLSA: 
35.37%; CLSA Americas only: 38.85%; CA Taiwan 
only: 36.51%, Restricted - CLSA: 0.00%; CLSA 
Americas only: 0.00%; CA Taiwan only: 0.00%. Data as 
of 30 September 2015. 

 
Investment banking clients as a % of rating 

category: Buy / Outperform - CLSA: 3.16%; CLSA 
Americas only: 0.63%; CA Taiwan only: 0.00%, 
Underperform / Sell - CLSA: 1.71%; CLSA Americas 
only: 0.00%; CA Taiwan only: 0.00%, Restricted - 
CLSA: 0.00%; CLSA Americas only: 0.00%; CA Taiwan 
only: 0.00% . Data for 12-month period ending 30 
September 2015. 

 
There are no numbers for Hold/Neutral as 

CLSA/CLSA Americas/CA Taiwan do not have such 
investment rankings. 

 
For a history of the recommendations and price 

targets for companies mentioned in this report, as well 
as company specific disclosures, please write to: (a) 
CLSA Americas, Compliance Department, 1301 Avenue 
of the Americas, 15th Floor, New York, New York 
10019-6022; (b) CLSA, Group Compliance, 18/F, One 
Pacific Place, 88 Queensway, Hong Kong and/or; (c) CA 
Taiwan Compliance (27/F, 95, Section 2 Dun Hua South 
Road, Taipei 10682, Taiwan, telephone (886) 2 2326 
8188). © 2015 CLSA Limited, CLSA Americas, and/or 
CA Taiwan.’ 

© 2015 CLSA Limited, CLSA Americas, LLC (“CLSA 
Americas”) and/or Credit Agricole Securities Taiwan Co., 
Ltd. (“CA Taiwan”) 

 
This publication/communication is subject to and 

incorporates the terms and conditions of use set out on 
the www.clsa.com/disclaimer.html. Neither the 
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publication/communication nor any portion hereof may 
be reprinted, sold, resold, copied, reproduced, 
distributed, redistributed, published, republished, 
displayed, posted or transmitted in any form or media 
or by any means without the written consent of CLSA, 
CLSA Americas and/or CA Taiwan.  

 
CLSA, CLSA Americas and CA Taiwan have produced 

this publication/communication for private circulation to 
professional, institutional and/or wholesale clients only. 
This publication/communication may not be distributed 
or redistributed to retail investors. The information, 
opinions and estimates herein are not directed at, or 
intended for distribution to or use by, any person or 
entity in any jurisdiction where doing so would be 
contrary to law or regulation or which would subject 
CLSA, CLSA Americas and/or CA Taiwan to any 
additional registration or licensing requirement within 
such jurisdiction.  

 
The information and statistical data herein have been 

obtained from sources we believe to be reliable. Such 
information has not been independently verified and we 
make no representation or warranty as to its accuracy, 
completeness or correctness. Any opinions or estimates 
herein reflect the judgment of CLSA, CLSA Americas 
and/or CA Taiwan at the date of this 
publication/communication and are subject to change at 
any time without notice. Where any part of the 
information, opinions or estimates contained herein 
reflects the views and opinions of a sales person or a 
non-analyst, such views and opinions may not 
correspond to the published view of CLSA, CLSA 
Americas and/or CA Taiwan. This is not a solicitation or 
any offer to buy or sell. This publication/communication 
is for information purposes only and does not constitute 
any recommendation, representation, warranty or 
guarantee of performance. Any price target given in the 
report may be projected from one or more valuation 
models and hence any price target may be subject to 
the inherent risk of the selected model as well as other 
external risk factors. This is not intended to provide 
professional, investment or any other type of advice or 
recommendation and does not take into account the 
particular investment objectives, financial situation or 
needs of individual recipients. Before acting on any 
information in this publication/communication, you 
should consider whether it is suitable for your particular 
circumstances and, if appropriate, seek professional 
advice, including tax advice. CLSA, CLSA Americas 
and/or CA Taiwan do/does not accept any responsibility 
and cannot be held liable for any person’s use of or 
reliance on the information and opinions contained 
herein.  

 

To the extent permitted by applicable securities laws 
and regulations, CLSA, CLSA Americas and/or CA 
Taiwan accept(s) no liability whatsoever for any direct 
or consequential loss arising from the use of this 
publication/communication or its contents. Where the 
publication does not contain ratings, the material should 
not be construed as research but is offered as factual 
commentary. It is not intended to, nor should it be used 
to, form an investment opinion about the non-rated 
companies. 

 
Subject to any applicable laws and regulations at any 

given time, CLSA, CLSA Americas, CA Taiwan, their 
respective affiliates or companies or individuals 
connected with CLSA/CLSA Americas/CA Taiwan may 
have used the information contained herein before 
publication and may have positions in, may from time to 
time purchase or sell or have a material interest in any 
of the securities mentioned or related securities, or may 
currently or in future have or have had a business or 
financial relationship with, or may provide or have 
provided investment banking, capital markets and/or 
other services to, the entities referred to herein, their 
advisors and/or any other connected parties. As a 
result, investors should be aware that CLSA, CLSA 
Americas, CA Taiwan and/or their respective affiliates or 
companies or such individuals may have one or more 
conflicts of interest. Regulations or market practice of 
some jurisdictions/markets prescribe certain disclosures 
to be made for certain actual, potential or perceived 
conflicts of interests relating to research reports. Details 
of the disclosable interest can be found in certain 
reports as required by the relevant rules and regulation 
and the full details are available at 
http://www.clsa.com/member/research_disclosures/. 
Disclosures therein include the position of CLSA, CLSA 
Americas and CA Taiwan only. Unless specified 
otherwise, CLSA did not receive any compensation or 
other benefits from the subject company covered in this 
research report. 

 
If investors have any difficulty accessing this 

website, please contact webadmin@clsa.com on +852 
2600 8111. If you require disclosure information on 
previous dates, please contact 
compliance_hk@clsa.com. 

This publication/communication is distributed for and 
on behalf of CLSA Limited (for research compiled by 
non-US and non-Taiwan analyst(s)), CLSA Americas (for 
research compiled by US analyst(s)) and/or CA Taiwan 
(for research compiled by Taiwan analyst(s)) in 
Australia by CLSA Australia Pty Ltd; in Hong Kong by 
CLSA Limited; in India by CLSA India Private Limited 
(formerly CLSA India Limited) (Address: 8/F, Dalamal 
House, Nariman Point, Mumbai 400021. Tel No: +91-

http://www.clsau.com/
http://www.clsau.com


Important disclosures Speaker Series 
 

28 December 2015 www.clsau.com 23 

22- 66505050. Fax No: +91-22-22840271; CIN: 
U67120MH1994PLC083118; SEBI Registration No: 
INZ000001735); in Indonesia by PT CLSA Indonesia; in 
Japan by CLSA Securities Japan Co., Ltd; in Korea by 
CLSA Securities Korea Ltd; in Malaysia by CLSA 
Securities Malaysia Sdn Bhd; in the Philippines by CLSA 
Philippines Inc (a member of Philippine Stock Exchange 
and Securities Investors Protection Fund); in Thailand 
by CLSA Securities (Thailand) Limited; in Taiwan by CA 
Taiwan; in Singapore by CLSA Singapore Pte Ltd and in 
United Kingdom by CLSA (UK). 

 
India: CLSA India Private Limited, incorporated in 

November 1994 provides equity brokerage services 
(SEBI Registration No: INZ000001735), research 
services (SEBI Registration No: INH000001113) and 
merchant banking services (SEBI Registration 
No.INM000010619) to global institutional investors, 
pension funds and corporates. CLSA and its associates 
may have debt holdings in the subject company. 
Further, CLSA and its associates, in the past 12 months, 
may have received compensation for non-investment 
banking securities and/or non-securities related services 
from the subject company. For further details of 
“associates” of CLSA India please contact Compliance-
India@clsa.com.  

 
United States of America: Where any section of the 

research is compiled by US analyst(s), it is distributed 
by CLSA Americas. Where any section is compiled by 
non-US analyst(s), it is distributed into the United 
States by CLSA solely to persons who qualify as "Major 
US Institutional Investors" as defined in Rule 15a-6 
under the Securities and Exchange Act of 1934 and who 
deal with CLSA Americas. However, the delivery of this 
research report to any person in the United States shall 
not be deemed a recommendation to effect any 
transactions in the securities discussed herein or an 
endorsement of any opinion expressed herein. Any 
recipient of this research in the United States wishing to 
effect a transaction in any security mentioned herein 
should do so by contacting CLSA Americas.  

 
Canada: The delivery of this research report to any 

person in Canada shall not be deemed a 
recommendation to effect any transactions in the 
securities discussed herein or an endorsement of any 
opinion expressed herein. Any recipient of this research 
in Canada wishing to effect a transaction in any security 
mentioned herein should do so by contacting CLSA 
Americas.  

 
United Kingdom: In the United Kingdom, this 

research is a marketing communication. It has not been 
prepared in accordance with the legal requirements 

designed to promote the independence of investment 
research, and is not subject to any prohibition on 
dealing ahead of the dissemination of investment 
research. The research is disseminated in the EU by 
CLSA (UK), which is authorized and regulated by the 
Financial Conduct Authority. This document is directed 
at persons having professional experience in matters 
relating to investments as defined in Article 19 of the 
FSMA 2000 (Financial Promotion) Order 2005. Any 
investment activity to which it relates is only available to 
such persons. If you do not have professional 
experience in matters relating to investments you 
should not rely on this document. Where the research 
material is compiled by the UK analyst(s), it is produced 
and disseminated by CLSA (UK). For the purposes of the 
Financial Conduct Rules this research is prepared and 
intended as substantive research material. 

 
Singapore: In Singapore, research is issued and/or 

distributed by CLSA Singapore Pte Ltd (Company 
Registration No.: 198703750W), a Capital Markets 
Services license holder to deal in securities and an 
exempt financial adviser, solely to persons who qualify 
as institutional investor, accredited investor or expert 
investor, as defined in Section 4A(1) of the Securities 
and Futures Act (Cap 289). Pursuant to Regulations 33, 
34, 35 and 36 of the Financial Advisers (Amendment) 
Regulations 2005 of the Financial Advisers Act (Cap 
110) with regards to an accredited investor, institutional 
investor, expert investor or overseas investor, Sections 
25, 27 and 36 of the Financial Adviser Act (Cap 110) 
shall not apply to CLSA Singapore Pte Ltd. Please 
contact CLSA Singapore Pte Ltd (telephone No.: +65 
6416 7888) in connection with queries on the report. 
[MCI (P) 013/11/2015] 

 
The analysts/contributors to this 

publication/communication may be employed by any 
relevant CLSA entity, CA Taiwan or a subsidiary of CITIC 
Securities Company Limited which is different from the 
entity that distributes the publication/communication in 
the respective jurisdictions. 

 
MSCI-sourced information is the exclusive property 

of Morgan Stanley Capital International Inc (MSCI). 
Without prior written permission of MSCI, this 
information and any other MSCI intellectual property 
may not be reproduced, redisseminated or used to 
create any financial products, including any indices. This 
information is provided on an "as is" basis. The user 
assumes the entire risk of any use made of this 
information. MSCI, its affiliates and any third party 
involved in, or related to, computing or compiling the 
information hereby expressly disclaim all warranties of 
originality, accuracy, completeness, merchantability or 
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fitness for a particular purpose with respect to any of 
this information. Without limiting any of the foregoing, 
in no event shall MSCI, any of its affiliates or any third 
party involved in, or related to computing or compiling 
the information have any liability for any damages of 
any kind. MSCI, Morgan Stanley Capital International 
and the MSCI indexes are service marks of MSCI and its 
affiliates. The Global Industry Classification Standard 
(GICS) was developed by and is the exclusive property 

of MSCI and Standard & Poor's. GICS is a service mark 
of MSCI and S&P and has been licensed for use by 
CLSA. 

 
EVA® is a registered trademark of Stern, Stewart & 

Co. Unless otherwise noted in the source, "CL" in charts 
and tables stands for CLSA/CLSA Americas estimates 
and “CT” stands for CA Taiwan estimates. 
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