
4 THE PRESS AND JOURNAL
January 2016 thebusiness 5THE PRESS AND JOURNAL

January 2016thebusinesssponsored

Bitcoin technology has the
potential to revolutionise business

BY IAN BENSON,
DIRECTOR, MACLAY MURRAY & SPENS

A
ttitudes to Bitcoin and other dig-
ital currencies vary from enthusi-
asm to downright mistrust. Bit-
coin, by far the best-known of the
many digital currencies available,
has suffered from extreme volatil-
ity in its valuation. Concerns have

also been raised about its possible use by crim-
inals and terrorists, and it was disrupted by the
collapse of Tokyo-based MtGox, one of the
largest Bitcoin exchanges in the world.

But the clever blockchain technology under-
pinning digital currencies has caught the eye of
theglobalplayers, especiallybanks, and theUK
Treasury,which is looking into thepossibilityof
adapting the technology for use with the
pound.

Last year, to give just one example, saw a
project to test blockchain technology launched
by financial technology company R3 with nine
banks, including JP Morgan, State Street, UBS,
Royal Bank of Scotland, Credit Suisse, BBVA
and Commonwealth Bank of Australia in-
volved. Surprisingly, perhaps for some, one of
the aims of the project is to use the blockchain
system that logs how and where virtual cur-
rency is spent to increase transparency and
help prevent fraud.

Turning to Bitcoin as it exists currently, the
following are some of its attributes and fea-
tures.

Bitcoinoperatesusingadecentralised ledger,
with transactions verified tracked and
recorded using the computing power of those
who “mine” the currency, solving algorithms of
ever-increasing difficulty to generate new Bit-
coins. In this respect, it arguably replicates a
rare commodity such as gold. As in mining for
gold, businesses now increasingly dominate

Bitcoin mining and it has been estimated that
at least $1billion has been spent on “mining
equipment” – the powerful computers of the
Bitcoin network.

Currently, the entire system works on a peer-
to-peer basis, which means that it can be used
independently of the banking sector and the
fees associated with that. Transactions are still
subject to a verification fee and fees if made
through an exchange, but this is currently
much lower than the charges levelled by many
major credit-card providers. With many mer-
chants currently looking at ways of trimming
such transaction-related costs, especially in on-
line commerce, this is one of the attractions
that have persuaded more than 80,000 busi-
nesses worldwide to accept Bitcoin.

Contrary to popular misconception, Bitcoin,
even in its current state, is not actually anony-
mous – the block chain means that there is a
record of all transactions – but it is “pseudony-
mous”, as personal information does not nec-
essarily have to be given when making trans-
actions, but this may change as the technology
is adopted and adapted and amended.

Another advantage from the point of view of
merchants is that payment by Bitcoin is im-
mediate and irrevocable. For online retailers,
this offers protection against the demands of
credit-card holders that transactions be re-
versed under certain circumstances. For major
corporates engaged in cross-border trade, the
advantage is perhaps even greater: traditional
clearingandsettlementsystemssuffer fromthe
potential forrevocationof instructionsorpayer
failure and companies often resort to relatively
costly bank-issued letters of credit to mitigate
this risk.

Bitcoin also, in theory, avoids foreign ex-
change transaction fees. That said, most cor-
porateswhoacceptBitcoins for transactions im-
mediately exchange them back into US dollars

or their national currency, because although the
transaction system is convenient, they don't
wish to be long-term holders of Bitcoin.

This is partly because its value can vary dra-
matically. It swung fromaround$13at thestart
of 2013 to more than $1,200 at its peak in
Novemberof thesameyear.Thepricegradually
declinedtoaround$200atthestartof2015,but
has recovered somewhat since. This volatility is
one of the major drawbacks for those wishing
touseBitcoinforpaymenttransactions,butnot
to speculate or be exposed to exchange-rate
risks.

In theory, Bitcoin should be a very stable cur-
rency – the growth in the supply is restricted by
the increasingly complex calculations needed
to mine them and Bitcoins are expected to
reach a predicted maximum volume of nearly
21million eventually. But Bitcoin is vulnerable
to volatility through speculation and varying
levels of trust, and this is currently magnified
by the fact that it remains a relatively small and
illiquid market.

One potential solution to this is the devel-
opment of the nascent derivatives market in
the digital currency as an asset class. Trading in
futures and options would not only assist in
takingthevolatilityoutof thecurrency,butalso
assist corporates in hedging any balance-sheet
risk. There are already some companies in the
market that offer these services.

The emergence of such a market is also likely
to signal the arrival of regulation to Bitcoin, as
once packaged into traded products under op-
tions, futures or other derivative contracts,
products would then be regulated as invest-
ments.

Already, financial services regulators in Ger-
many, the US and, most recently, Poland, have
taken steps to regulate certain Bitcoin activity.
And although still some way off, serious reg-
ulation might increase public confidence and

help bring Bitcoin into the mainstream of
global business.

On the other hand, the technology behind
the cryptocurrency could be given a new lease
of life in a more familiar setting, as HM Trea-
sury is looking at the potential of block chain
and ledger technology for conventional cur-
rency transactions – potentially incorporating
many of the benefits associated with Bitcoin.

This highlights the potential not just of Bit-
coin – should it ever gain enough traction – but
of the technology behind it, which could be-
come a feature of the global business world,
enabling payments and transactions and even
business models themselves to be structured in
ways not previously thought possible.

Ian Benson is a director in the financial services
practice group of Maclay Murray & Spens.
www.mms.co.uk

Transatlantic
collaboration
exists in Houston
and beyond
In spite of the current economic
situation, opportunities still exist
for UK companies seeking to
spread their wings and now is an
important time to explore
potential new markets writes
founder and managing director
Brett Jackson

L
ooking beyond your current corpo-
rate horizons is crucial for any com-
pany seeking to grow its global foot-
print or increase international
collaboration. To that end, we are
pleased to announce the return of
the popular annual Aberdeen-Hous-

ton Gateway.
The March event will once again offer a valu-

able platform for bringing together expertise
from both sides of the Atlantic for a variety of
networking and knowledge sharing opportu-
nities.

This year’s inbound delegation of Houston
business representatives will be led by the
British Consul General in Houston, Karen Bell,
who took on her current role in July last year.

During their visit they will take part in a se-
ries of one-to-one meetings, tours and events
which will maximise opportunities to open up
lines of communication and discussion.

One of the highlights will be the popular flag-
ship lunch at Aberdeen’s Macdonald Norwood
Hall Hotel.

New to the itinerary for 2016 is our “Shire
Showcase” which will take place at Macdonald
Pittodrie House Hotel and bring the Aberdeen-
Houston Gateway to a new part of the north -
east of Scotland.

We are delighted to welcome on board our
Houston-based 2016 launch sponsors, Katy
Area Economic Development Council (EDC)
and Texas Global Business Network (TGBN).

Katy Area EDC is a private, non-profit cor-
poration which was started by the Katy Area
Chamber of Commerce and started operations
in 2004. The organisation has more than 190
members and a budget of $800,000 with its
work focused on business recruitment, expan-
sion, infrastructure and branding for the
area.

Texas Global Business Network (TGBN) is a

networking group of seasoned professionals
who have experience in assisting overseas busi-
nesses to establish US offices, acquire US busi-
nesses and assist with growth. Current mem-
bers include BoyarMiller, TradeMark
Insurance Agency LLC, Beatty CPA, Paychex,
CBRE, Foster Global, The Lea Group and Com-
erica, each of whom bring to the table many
years of experience in arenas ranging from law
and tax to insurance, shadow payroll, real es-
tate and HR.

The involvement of both in the Aberdeen-
Houston Gateway will provide Aberdeen del-
egates with an exciting insight into the pos-
sibilities which exist in Houston and beyond.

I firmly believe that the fast, the smart and
the creative will do well in current trading con-
ditions and we look forward to celebrating
strength and innovation on both sides of the
Atlantic at the 2016 Aberdeen-Houston Gate-
way.

To find out more or to book a place, email
events@bpscotland.co.uk or call (01651) 891374.

Brett Jackson

Houston Delegates at the Aberdeen-Houston Gateway

Presents

For further details
contact Bernadine Allison:

e: bernie@bpscotland.co.uk
t: 01651 891374
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