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Introduction
The GearinghouseTM provides a B2B marketplace that enables same-
day FX trading with on demand payment liquidity.  The quantification 
of credit risk reduction that trading through the GearinghouseTM offers 
is clear.  Also, inherently a faster process points to an opportunity to 
reduce operating costs – but does this intuition bear out?  

Cost reduction continues to be a hot topic with which institutions 
constantly grapple; the EY Global Banking Outlook 2018 does not 
paint a bright future.  The report states that even after recent 
progress, costs are still 25% over the 2008 cost base.  Likewise, 
average cost-to-income ratios are not moving.  The survey cites that 
bankers feel that costs will continue to rise as institutions, while 
valuing cost reductions, focus on their investments, growth initiatives 
and cyber security spending.  In addition, much of the low hanging 
fruit has already been harvested with process reengineering and 
automation programs.  Further opportunities lie in the harder work –
breakthrough transformations.

9th Gear has re-imagined the FX process and while doing so brings 
transparency to a simplified process.  An easier process with fewer 
breaks and errors will lead to meaningful cost reductions.  This white 
paper will look first at a qualitative analysis that details cost reduction 
opportunities and then examine the quantitative benefits of two 
elements of the FX trading process.

1 Global banking outlook 2018:  Pivoting toward an innovation-led strategy.  EYGM Limited, 2018
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A Qualitative Look at the 
Process
The traditional end to end trade process is comprised of six steps.  
The GearinghouseTM process essentially reduces the traditional 
process from six steps down to three.  This streamlining has the 
potential to significantly reduce cost.



For customers that do not maintain an automated trade 
confirmation matching system (and customers that do, but must 
confirm with counterparties that are not automated), the 
GearinghouseTM provides savings by eliminating the need to obtain 
counterparty trade information and perform the match manually 
with the associated error rates inherent in such a cumbersome 
process.  Estimates for precise savings are difficult to determine and 
there is scant benchmarking available for this process.  Beyond the 
few cents per trade for SWIFT message costs, the labor savings are 
real, but difficult to quantify from customer to customer. 

The benefits of a mutual ledger and the efficient PVP (payment 
versus payment) process present meaningful savings, backed by 
industry benchmarking studies as defined in the next section.
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The most significant operational costs savings result from 
the payment process to settle trades. This process is 
completed through on blockchain simultaneous payments 
between counterparty Fully Collateralized Fiat Coin 
(FCFC) accounts – 9th Gear’s digital payment ecosystem.  
Another important additive cost save that results from 
this highly efficient payment process is the elimination of 
overhead consumed by the BRC (break, reconciliation, 
correction) – with the elimination of breaks through this 
process, the time consuming effort to correct payment 
failures and to compensate parties for loss of use of funds 
is eliminated.

Let us begin by looking at cost benchmarking data for 
bank payments.  With today’s process, the customer 
receives the buy currency into their nostro and pays the 
sell currency from their nostro to the market maker’s 
nostro account.   The AFP (Association for Financial 
Professionals) has published the 2015 Payments Cost 
Benchmark Survey that analyzes wire costs for this type of 
transfer.

A Quantitative Look 
at Cost Savings
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A Quantitative Look at Cost 
Savings (Cont.)
The study has determined that external cost (bank fee) to initiate 
a wire is $8.00 and the internal customer overhead came in at 
$6.42:

Wire Initiation Costs2

Reported range of median cost
External cost ranged from $7.51 - $10.00
Internal cost ranged from $5.01 - $7.50

Best estimated median cost
External cost of $8.00
Internal cost of $6.42

The cost for receiving wires is somewhat lower with an external 
median cost of $7.64 and internal cost of $4.25:

Wire Receipt Costs3

Reported range of median cost
External cost ranged from $7.51 - $10.00
Internal cost ranged from $5.01 - $7.50

Best estimated median cost
External cost of $7.64
Internal cost of $4.25

2 2015 AFP Payments Cost Benchmarking Survey REPORT OF SURVEY RESULTS, Page 10, ©2015 Association for 
Financial Professionals, Inc.
3 2015 AFP Payments Cost Benchmarking Survey REPORT OF SURVEY RESULTS, Page 12, ©2015 Association for 
Financial Professionals, Inc.
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Many customers maintain their accounts at a local or regional bank 
and consequentially funds may need to move from the customer’s 
account at their bank, to their bank’s account at another larger bank 
to make the payment.  The process is then repeated to move the 
funds to the customer that is receiving the funds.  Initiation and 
receiving costs are incurred at every stop as shown in the diagram 
below:
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CUSTOMER’S 
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BANK

GLOBAL 
BANK
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customer

Regional bank initiates wire 
transfer at request of local 

bank

Global bank initiates wire 
transfer at request of 

regional bank

Initiation           
Receipt

Initiation           
Receipt

Initiation           
Receipt

Counterparty receives sell 
currency and now must get the 
payment to the customer that 

purchased the currency through 
the customer’s correspondent 

network

GLOBAL 
BANK

The hops lead to added costs and with these movements come 
added probability of delays and mistakes.  The cost of 
investigations and exceptions for breaks is estimated to be an 
additional 9% of the payment cost.4

On average, 0.6 hops are introduced into the payment process.5

4 A vision for the future of cross-border payments, McKinsey and Company, Global Banking Practice, October 2018
5 A vision for the future of cross-border payments, Page 11, McKinsey and Company, Global Banking Practice, 
October 2018
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A Quantitative Look at Cost 
Savings (Cont.)
These hops mean that each FX trade on average results in 3.2 
payments to pay each side of the FX trade to the other 
counterparty (2 x 1.6 = 3.2).  Each payment requires an initiation 
and a receipt with the following benchmarked costs:

Initiation cost:
External cost of $8.00
Internal cost of $6.42
Total Initiation cost of $14.42

Receipt cost:
External cost of $7.64
Internal cost of $4.25
Total Receipt cost of $11.89

Total median cost to make payments to settle an FX trade.
Initiation Cost = $14.42
Receipt Cost = $11.89
3.2 Payments per Trade
Total cost = $84.19

With the cost of 9% for break corrections, the total cost for the 
payment and reconciliation steps in a traditional FX trade totals 
$91.77.  9
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While many customers will trade without new issuances or destruction of FCFC 
so that funds can be wired for each trade, a conservative assumption will be 
made that each trade is funded with new FCFC issuance and that receipt of 
currency is immediately wired back to the customer’s nostro through the 
destruction of FCFC and the movement of the proceeds from the FCFC 
custodial account back to customer’s nostro.  Market makers and other higher 
volume trading customers will likely borrow funds short term and settle multiple 
trades without injecting or pulling funds from the GearinghouseTM ecosystem 
the cost for funds transfer and break correction is near $0.00.  

However, in this conservative case the cost would be the cost of two wires or 
$52.62.  This results in conservative savings of $34.41 per FX trade (with the 
high savings amount of $84.19 if no coin issuance/destruction is required).  Add 
in the cost of reconciliation and the amount comes in at $91.77.

With a per trade cost save ranging from $34.41 - $91.77 per trade for the 
payment and reconciliation process, the GearinghouseTM has the potential to 
make dramatic inroads into cutting operational overhead in FX trading.

Per the BIS, the FX market settles $5.1T on a daily basis of which about one 
third or $1.7T are spot FX settlements.  Market makers, who take advantage of 
payment netting heavily through CLS, make up 40% of the market6 and this 
volume will not be considered.  The average trade size in the spot market is 
about $1.1MM7.  
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6Triennial Central Bank Survey, Foreign exchange turnover in April 2016, Bank for International Settlements, Monetary and Economics 
Department, September 2016, Annex tables revised on December 11, 2016
7Average Trade Size Declines in Spot FX, LMAX Exchange Blog, July, 5, 2013
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A Quantitative Look at Cost 
Savings (Cont.)
This number is probably high as market maker trades tend to be larger, but it is a 
conservative estimate when deriving the cost save impact.  This trade volume 
produces the following savings:

Total Spot Amount Settled Daily $1.7 Trillion

Non- Dealer (Market Maker) Settlements $986,000,000,000

Average Trade Size $1,100,000

Number of Trades Daily 896,364

Daily Savings Per Trade (Conservative Estimate) $30,300,000

Annual Savings $7,400,000,000

Additional factors to this projected $7.4B industry cost savings 
have the potential to increase these amounts beyond what is 
discussed above.  These factors include:
• Elimination of SWIFT message costs
• Avoidance of trade compensation costs for loss of use of funds 

which are not included in the 9% reconciliation cost
• Any cost savings in eliminating the trade confirmation process
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The GearinghouseTM and its fund then trade process that allows 
immediate settlement provides an array of benefits to the customer 
with Lower Back Office Costs and Operational Risks answering a 
significant customer need as cost pressures continue with the 
ongoing stress on margins and rising operating costs.

Conclusion

After years of stagnation and trends that point to new pressures causing costs to 
actually rise, coupling the GearinghouseTM to provide a marketplace to access 
liquidity with the benefits of a re-think of the underlying technology allows 
customers to drive significant new savings to their FX process. The GearinghouseTM

blockchain based ecosystem allows a single source of truth with a mutual ledger to 
avoid errors and breaks and equally or more importantly, makes the hops between 
correspondent banks to affect payments a thing of the past, replaced with efficient 
and fast Peer to Peer (P2P) payments.  Liquidity, transparency and P2P provide the 
winning combination to transforming the cost dynamics in the FX middle and back 
offices with the GearinghouseTM.
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Disclosure
This presentation is the property of 9th Gear Technologies, Inc. (the “Company”) and is strictly 
confidential. It contains information intended only for the person to whom it is transmitted. With 
receipt of this information, recipient acknowledges and agrees that: (I) this document is not 
intended to be distributed, and if distributed inadvertently, will be returned to the Company as 
soon as possible; (II) the recipient will not copy, fax, reproduce, divulge, or distribute this 
confidential information, in whole or in part, without the express written consent of the Company; 
(III) all of the information herein will be treated as confidential material with no less care than that 
afforded to its own confidential material. This presentation is for informational purposes.

The material in this presentation has been prepared by the Company and is general background 
information about the Company’s activities and customer offerings and is current as at the date of 
this presentation. This information is given in summary form and does not purport to be complete. 
Information in this presentation, including any forecast financial information, should not be 
considered as advice or a recommendation to investors, potential investors, customers or potential 
customers and does not take into account your particular investment objectives, financial situation 
or needs. Before acting on any information you should consider the appropriateness of the 
information. All transactions involve risk. This presentation may contain forward looking 
statements including statements regarding our intent, belief or current expectations with respect 
to 9th Gear’s businesses and operations, market conditions, results of operation and financial 
condition, specific provisions and risk management practices. Readers are cautioned not to place 
undue reliance on these forward looking statements. 9th Gear does not undertake any obligation 
to publicly release the result of any revisions to these forward looking statements to reflect events 
or circumstances after the date hereof to reflect the occurrence of unanticipated events. While due 
care has been used in the preparation of any forecast information, actual results may vary in a 
materially positive or negative manner. Forecasts and hypothetical examples are subject to 
uncertainty and contingencies outside 9th Gear’s control.
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