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Introduction
Historically, financial markets have evolved in the following manner: a new 
product is developed; it is adopted by a growing number of participants; and 
then when it becomes mainstream it is bundled into the broad offerings of 
financial institutions. The result of this process is that financial institutions 
have aggregated their offerings to clients in an effort to capture the greatest 
amount of client wallet share possible. 

A good example would be broker-dealers (“BD’s), whose primary function began as intermediating the 
trading of securities for their clients.  But over time, they recognized that if they became custodian to 
those securities, transaction volumes could increase because delivery issues were reduced.  Rather than 
an individual having to physically deliver a security to the BD, that security was already in the BD’s 
custody and so could be traded more frequently or on a timelier basis

The evolution of financial services has not kept up with the evolution of technology.  And while there are 
numerous new products that are introduced regularly, many services remain aggregated despite the fact 
that disaggregation may be a more efficient outcome given today’s technology environment.  Continuing 
with our BD example above, a client desiring to purchase a security on margin was basically locked into 
borrowing that money from the BD that was executing the transaction, even if the interest rate offered 
was not the most favorable available for the client.

However, as technology has advanced, and financial markets have become increasingly, almost entirely, 
digitized, it is no longer the case that aggregation is necessarily the best process.  

HIGHLIGHTS | Below a quick summary of the salient information contained in this document:

• Current settlement standards are archaic
• 9th Gear’s Blockchain will drive newer, safer processes in real-time
• Link between credit and trading will be severed opening new investment opportunities
• Lending platform will draw new liquidity sources to the market
• Prefunded transactions will become the norm
• Naked short sales will disappear
• Systemic financial risk will be reduced
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History

Settlement standards in financial markets remain tied to the 
physical movement of assets between parties.  These standards, 
which were designed centuries ago to account for manual ledgers 
and paper certificates, are no longer appropriate and continue only 
due to institutional and regulatory inertia. 

Blockchain technology offers the best opportunity to create a new 
standard, one where transactions are completed only upon 
confirmation that settlement can be performed, and where the 
immutable, distributed ledger replaces the need for a centralized 
record of account.  This new process will enable a significant 
reduction in delivery risks and allow a more accurate quantification 
of credit risks.  Regulators should welcome this change.

With recent advances in technology, the opportunity to 
disaggregate the credit function from the transaction itself is 
now available.  This results in entirely new investment 
opportunities for lenders, as well as competition by those 
lenders to offer the best outcome for a borrower. 9th Gear 
Technologies has created a platform to disaggregate the credit 
function from the trading function and offer investors a brand 
new and unique entry into hitherto inaccessible markets, like FX 
and interest rate derivatives.
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While the concept of the 
joint stock company 
(predecessor to today’s 
corporation) may date back 
as far as the Song Dynasty in 
China (960-1279), the first 
such entity recognized in the 
West was the Company of 
Merchant Adventurers to 
New Lands chartered in 1553 
with 250 Shareholders, 
created to discover a 
northern route to China and 
the Spice Islands.1 However, 
it wasn’t until 1602 that the 
first stock exchange was 
formed in Amsterdam. 

It was here, where shares of 
the Dutch East India 
Company began trading that 
the concept of a stock 
market was born2.  
Certificates were traded and 
trades recorded in a central 
ledger known as the “capital 
book”.  

History Cont.

1 Morison, Samuel Eliot. The European Discovery of America: The Northern Voyages, p.483
2 Joseph Penso de la Vega: Confusión de Confusiones; 1668, reprint Wiley, 1996

Quote or 
Image goes 
here

Time was allotted for funds to 
be transferred from the buyer 
to the seller and the deal was 
officially consummated only at 
that time.  

Now if that sounds an awful 
lot like the way the stock 
market still trades, in the 
sense that stocks are traded, a 
central ledger is maintained 
and there is a delay between 
trade and settlement, it is only 
because things haven’t really 
changed that much in more 
than 400 years!
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The company was formed to address this antiquated 
system and introduce blockchain to financial 
activities. There is no reason that transaction 
settlement cannot take place on trade day, basis 
(T0), rather than the current T+2 basis that is 
common across markets.  

The first market that 9th Gear is tackling is Foreign 
Exchange, but the platform design is robust enough 
to manage securities such as stocks and bonds as 
well as OTC derivatives and even more unusual 
products like Contracts for Difference.

9th Gear Technologies, Inc.

FX on Blockchain

According to the Bank for International Settlements 
(BIS), there is an average of ~$5.1 Trillion per day of 
volume transacted in the foreign exchange market.  
This number is comprised of five main product 
types. These are:

Spot $1.65Trillion
Forward $0.70Trillion
FX Swaps $2.38Trillion
Options $0.25Trillion
x-CCY Swaps $0.08Trillion 6
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Product Descriptions
Spot – This is the most familiar price in the market 
and the one most likely to be quoted by news outlets.  
It represents the value of one currency in terms of 
another with the caveat that transactions executed at 
today’s price will not settle (each side will pay the 
other) until two business days later.  This is the familiar 
T+2 settlement. 

Forward – As the name suggests, this is a transaction 
where the settlement date is not at T+2, but rather at 
some date beyond that. Both corporations and 
institutional money managers commonly use forwards 
in their efforts to hedge specific, identified risks on 
their books.  While the bulk of this business settles 
within three months of the transaction date, these 
contracts can, and periodically do, extend as far out 
as ten years.

FX Swaps – An FX swap agreement is a contract in 
which one party simultaneously borrows one currency 
and lends another currency to a second party.  The 
repayment obligation is used as collateral and the 
amount of repayment is fixed at the FX forward rate.  
Typically, the near date is spot (T+2) and the far date 
can be any business day in the future. 
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Product Descriptions Cont.
Options – FX options are similar to options on other products, 
offering the right, but not the obligation, to buy (call) or sell (put) a 
particular currency vs. another currency at a specific time in the 
future at a predetermined price.

Cross-currency Swaps – A cross-currency swap is an agreement 
between two parties to exchange interest payments and 
sometimes principal denominated in two different currencies.  
These tend to be much longer term than FX swaps, and are 
frequently considered part of the interest rate world, not the FX 
world.  These are most commonly used as hedging vehicles for 
foreign currency debt.

9th Gear will address the first three product types as they 
represent both the bulk of the volume and the least complexity in 
design. 

Spot FX is the obvious first candidate, with significant volumes and 
a simple two-day settlement period the norm (there are three 
exceptions to this, CAD, TRY and RUB all of which settle at T+1 for 
various reasons.)  Even as the market moved from banknotes to 
digital ledgers, these timelines remained in place.  

One of the key reasons this process continues is the fact that 
almost all payments are done via a centralized clearinghouse in 
each country, and that clearinghouse only operates during business 
hours in each country’s time zone.  For example, by the time New 
York wakes up, Tokyo has already closed for the day, and so any 
deliveries in JPY needed to have taken place prior to New York’s 
opening.  
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Peer-to-peer Settlement
Herstatt risk highlights the first significant difference between 9th 
Gear’s technology platform and the current market.  Blockchain is a 
peer-to-peer network allowing for payments directly between 
counterparties and obviating the need for a central clearinghouse.  
This will require payments to be made outside of normal business 
hours.  It is here that the immutability of blockchain technology will 
prove superior to the current framework.  Instructions passed via 9th 
Gear’s blockchain network will have the dual benefit of being pre-
confirmed for funding and will be unable to be changed due to the 
immutability of the technology, thus preventing any chance of double 
utilization of funds. Initially, payments will flow via the ‘shadow’ 
banking network, where debits and credits will accrue at various 
nostro accounts (foreign currency accounts held by one bank for 
another in a different country) and will all complete settlement at the 
next available time when the local market is open. Eventually, it is 
expected that banks will be able to debit and credit accounts on a 
24/7 basis (As an analogy, consider that when going to an ATM 
outside normal bank hours, the transaction is still completed and your 
account still debited.) Thus, transacting via 9th Gear’s private, 
permissioned blockchain network will require immediate payment by 
both parties upon agreement to a price.  Therefore, prior to showing a 
dealable quote, both parties will have to demonstrate, via information 
on the blockchain, that they have the requisite currencies to deliver.

9th Gear’s Value Proposition
1. Peer-to-peer settlement
2. Pre-funded transactions
3. Brand new investment opportunity
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Moving to peer-to-peer payments leads to the second significant 
difference between 9th Gear and the current market, all FX trades 
will be prefunded rather than funded after the fact.  The current 
timeline results in a significant portion (estimated at > 75%) of FX 
transactions, especially by bank dealers and hedge funds, being 
executed as naked short sales.  In other words, the seller does not 
have the currency to deliver, whether dollars or a foreign currency, 
when the transaction is executed.  One of the main uses of the two-
day timeline is to fund transactions to insure delivery is made on a 
timely basis.  However, on the 9th Gear platform, naked short sales 
will be impossible as all transactions, in order to be completed, will 
require confirmation that the funds are already available for delivery 
by the relevant counterparty.  Therefore, entities that would have 
funded after the trade in the past will be required to prefund any 
transaction. If that entity does not have the funds available in their 
account, they will need to borrow them in order to transact.

Pre-funded Transactions

10
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Which leads to the final, and most important difference between 9th Gear and the current market: the 
opportunity for third parties to lend their balance sheet assets, at an agreed upon rate, to make deliveries 
as determined by any transactions.  This feature sets 9th Gear apart from other markets by expanding both 
the number of participants and the credit available for trading. These funding sources are likely to come 
from a variety of institutions including; family offices, cash rich corporations, credit focused investment 
funds, insurance companies and even central banks around the world.  Commercial banks will continue to 
extend their balance sheet if desired, but it will no longer be a requirement in order to complete a 
transaction.  

For a fee, these participants will have the opportunity to lend funds to insure deliverability.  In the case of 
same day transaction/settlement these loans will likely be for extremely short periods of time.  The result 
for spot transactions is twofold; credit risk will be extremely short term, and the same funds can be re-lent 
multiple times during a given period. Forward transactions will require a longer commitment by the lender, 
as when terms are agreed, a smart contract will be created and the funds will be delivered to a third-party 
custodian to be segregated until the delivery date.  At delivery date, the smart contract overseeing the 
transaction will activate the delivery and the deal will be completed.  It will be the borrower’s responsibility 
to repay any loans directly to the lender outside 9th Gear’s platform.

This previously unavailable profit opportunity will draw new entrants into the FX market, with a subset 
being involved and never having to take on actual FX rate risk.  Growing the number of institutions involved 
while shortening the timeline on exposures will have the salutary effect of reducing overall systemic risk 
while enhancing an efficient market.

Brand New Investment 
Opportunities

Summary
In conclusion, 9th Gear has developed a platform to bring together 
parties interested in trading FX and eliminating delivery risk.  The 
platform is able to handle multiple requests simultaneously, and will 
act as a clearinghouse for currency lenders to find appropriate 
borrowers and receive fees accordingly.  Each lender will evaluate 
individual credit situations and price accordingly.
9th Gear will not be party to any transactions, nor will it make or take 
delivery of any currencies.  It will earn fees from participants for 
access to the lending pool as well as for completing transactions.  In 
addition, it may license the platform to other venues in order to 
create similar markets in different products.
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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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