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21 July 2015 

Re: Deutsche Bank’s response to ESMA’s call for evidence on Virtual currencies and 

Distributed ledgers 

Dear Sir/Madam,       

Deutsche Bank (DB) welcomes the publication of the European Securities and Markets Authority’  

 ES A’      l      f v   u l  u                  ppl         f distributed ledgers technology.  We 

also welcome      pp   u              bu      ES A’      k    in this space.  

R fl       ES A’                 v     p           p  v     l       l                  

examples, we have focused our comments on the development and future application of 

distributed ledgers and block chain technology, as this is an area where we have particular 

interest and expertise.  We are not active in the trading or distribution of virtual currencies and so 

have not provided comments against these questions.  

Whilst the technology associated with distributed ledgers is still in its infancy (albeit evolving very 

quickly) we believe that it presents a potential opportunity to realise a number of important 

benefits including: more stable and resilient systems, faster processing of transactions and lower 

costs for bank customers.  There is also scope for this technology to be deployed by banks to 

make their operational and reporting process flows more efficient and secure and to meet 

regulatory requirements, including know your customer and anti-money laundering registries and 

surveillance. 

Whilst there are clear potential benefits that could arise from the further development and 

application of distributed ledger / block chain technology, it is also important that any potential 

risks are understood and mitigated where appropriate. To ensure that there is an appropriate 

balance between allowing for innovation and exploration of the applications of this new technology 

and managing risks, it is essential that there is (a) ongoing dialogue between industry and 

regulators and (b) that there is no precipitous move to regulate this area of potential growth and 

innovation. A proportionate approach should be taken to the development of any proposals for 

future regulation in this area, in order to ensure a level playing field for all participants and to 

support continued investment in innovation. 

We would be very happy to discuss any of the points raised in this response with you in more 

detail. 

 
Yours Sincerely, 

 

Daniel Trinder 

Global Head of Regulatory Policy 

 

 
  
The European Securities and Markets Authority  
CS 60747  
103 rue de Grenelle  
75345 Paris Cedex 07 
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Annex A 

 
Applications of virtual currency or distributed ledger technology 

 
Q 3: Do you have anything to add or suggest a change to the description (paragraphs 15-
18) of how virtual currency distributed ledgers work? Please clearly state to which virtual 
currency you are referring in your answer or whether your answer refers to virtual 
currencies in general.  
 
We agree with the description in paragraphs 15-18. It is algined with an diagramtic explanation  of 
the creation of the Blockchain and the mining process for Bitcoin that  we have developed within 
DB and which we have included in Annex B for reference. 
 
Q 9: How is distributed ledger technology being used or likely to be used in relation to the 
issuance, distribution, trading, recording of transactions and ownership of ‘traditional’ 
securities or investment products and why?  

Q 10: To what extent is the use of distributed ledger technology in relation to ‘traditional’ 

securities or investment products being separated from an associated virtual currency and, 

if so, how and why? 

Though it was orginially developed to support the creation of virtual currencies, it is clear that 

crypto-technology including block chains and distributed ledgers  has the potential for a much 

wider scope of application. It has the potential to create new industry opportunities and disrupt 

existing technologies and processes. 
 
Existing and potential uses of distributed ledger technology 
There are already examples of block chain technology being deployed to successfully tackle 
complex problems outside of the sphere of virtual currencies. For example, the Honduran 
government has worked with technology companies and used block chain to create a secure land 
registry and Estonia, which reports the lowest rate of credit card fraud in the Euro zone, secures 
much of its banking infrastructure with a block chain. Finally, the Monetary Authority of Singapore 
is working on a proposed decentralised record-keeping system based on block chain technology 
to prevent duplicate invoicing in trade finance. 
 

A  p     f           l  l       f     ‘S        2020’  DB has announced the launch of innovation 

labs, which will help the bank apply new technologies from global centres of innovation to 

enhance its products, services and processes. Under this initiative, one of the areas where there 

has been early focus is exploring the potential commercial applications of distributed ledger and 

block chain technologies. In light of early analysis that we have carried out, there are a number of 

areas where we see potential for the use of this technology:  

 

 Fiat currency payment and settlement  

 Securities issuance and transfer – creation of unique identifiers, transaction tracking and 

asset segregation 

 Securtiies clearing and settlement – through delivery of more efficient post trade 

processing 

 Securities Asset Servicing – through automation of dividend/interest payments and 

corporate actions processing 

 Enforcing derivatives contract and improving derivatives clearing through smart contracts  

 Asset registries – without the need for a central administative authority 

 Know your Customer and Anti-Money Laundering registiries and surveillance 

 Creating transparency – and facilitating differentiated customer and regulatory reporting 
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In addtion to these specific applications, the introduction of distributed ledger technology has the 

potential to allow for more fundamental changes to pre and post trade work flows within banks 

with additional efficiency benefits flowing from that. Whilst there are clearly a wide range of 

potentially valuable applications of distributed ledger technology, most of these are still at an early 

stage of development. Which of these potential applications will turn out to be scalable and 

sustainable remains to be seen.   

 

Managing risks of new technology 

Though application of this technology could deliver considerable benefits, it is also important to 

ensure that any potential risks arising from its application are understood and addressed.  

 

For that reason it is welcomed that a number of regulatory bodies have already undertaken work 

to look at the use and potential risks associated with virtual currencies, including the New York 

Fed, UK Treasury and European Banking Authority. We also welcome the recommendations 

made by the Financial Action Task Force (FATF) to monitor virtual currency exchanges and 

gateways to counter risks associated with virtual currencies. DB would fully support the 

observations made by the FATF that all virtual currency exchanges should be registered and 

licensed and subject to similar scrutiny as other financial institutions. 

 

However, outside of the virtual currency realm, it is important that in seeking to mitigate potential 

risks arising from new applications of the block chain / distributed ledger technology, there is a 

proportionate approach taken and that an appropriate balance is struck between managing 

emerging risks and providing predictability for investment and space for continued innovation.  

 

In our view the most effective way of ensuring this is achieved will be: 

 to ensure continued and open dialogue between industry and regulators around 

developments in this space; 

 provide clear indication that consistent principles will be applied when assessing risks 

associated with the application of new and old technologies; 

 adapt rules to keep pace with innovation and avoid creating barriers to market entry 

through regulation; 

 to ensure a level playing field, whereby all participants performing equivalent functions are 

subject to similar regulations (irrespective of whether some of these institutions are 

themselves regulated at present or not); and 

 to coordinate at a global level  to ensure any rules that are developed to manage new 

market developments are effective across jurisdictions and to avoid conficting or 

contradictory rules.  
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Annex B 

 

 

 

 


