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GLOBAL INFORMATION TECHNOLOGY AND FINTECH MARKETS IN THE
CONDITIONS OF GLOBALIZATION

The article proposes approaches to assessing the effectiveness of the blockchain
technology use in the contemporary world economy. Authors™ own definition of the term
"FinTech"” is suggested in the article. International cryptocurrency market capitalization is
estimated. The role of cryptocurrency exchange and Bitcoins in the emerging multipolar
currency system in the era of digital development is analyzed. Distinctive features of cryptocoin
exchange are shown. The main problem with protection of cryptocoins on cryptocurrency
exchanges is identified. The role of blockchain technology in development of global
information technology and FinTech markets in the future is estimated in the article.

Keywords: Global Information Technology Market, Financial Technology Sphere,
Digital Development, Currency Exchange, Cryptocurrency, Blockchain, FinTech, Bitcoin.

There is no universal definition for the term “FinTech”, every expert or financial analyst
can give their own definition depending on the field of their interests. We are going to explain
this term by giving its short explanation. Cryptocurrencies are the most current trend in global
economy as for 2018 year showed the skyrocket cryptocurrency market capitalization to more
than 820 billion US dollars. But the high volatility of this market makes it almost useless for
regular transactions as the price for currency can change drastically over small period of time.

First of all, FinTech is a shortened term taken from financial technology sphere. This
term combines companies or their projects that use modern innovative technologies and
provide financial services or other services that can be combined with finance and technology,
for example, usage of Blockchain technology in FinTech. Analysis is based on J. Abadi, M.
Brunnermeier, C. Catalini, J. Gans, S. Sharf papers and research. The main idea of those
papers is that Blockchain technology will eventually lower the cost of transaction to almost
zero value, thus making them free and instant. This will remove regular currencies from global
economy and remove government monopoly for money issuing. Opposing ideas are that
cryptocurrencies will coexist with regular currencies and will be used for internet transactions
only.

New participants of this sector usually provide products or services that are user-friendly
and include innovative technology ideas which are more efficient or secure. These companies
are commonly startups or use a crowdinvesting model for their development.

What about Blockchain in FinTech? Blockchain technology has captured the “minds” of
mankind in 2015: it attracted people by possible options of using the globally distributed,
cryptographically-protected, open data registry in different sectors of the economy, not only
by startups, but also by large financial and technology companies.

Blockchain is compared to the Internet of the 90s; this means that the opportunity to excel
at the expense of bringing new technology utilizing Blockchain is extremely profitable. Many
global corporations are trying to create working prototypes of Blockchain systems and
applications that can be used in different spheres of our life. The best startups and products
attract investors. Some of them are issuing their own cryptocurrency and tokens.

Experts can say that new FinTech companies utilizing Blockchain technologies are a new
reality of global economy - they are more transparent, efficient and appealing. What is
happening in the global FinTech market? Explosive growth of P2P financial services,
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emergence of “social” banks and the development of crypto-economics are the trends that
cannot be overlooked. Our task is not just to keep track of trends, but also create opportunities
for young people and fresh start-ups to familiarize and apply new technologies, to solve
business problems and develop innovative products.

So how can Blockchain solutions be used in FinTech sector? The technology of
distributed registry or Blockchain technology, first used in the creation of Bitcoin, is one of the
most significant innovations of mankind. It will create a global market and everyone will have
direct access to it. This global market will be as universal and common as the Internet. Every
asset and instrument in this market can be exchanged for any other with minimum expenses.
Ability to pay for anything in one click, fast transactions, maximum security - these are future
implementations of Blockchain FinTech solutions.

Through a clever combination of cryptography and incentives, the blockchain - the
distributed public ledger recording every bitcoin transaction - could be used by any participant
in the network to query and verify the state of a particular transaction in the digital currency.
Thanks to market rules designed to incentivize the propagation of new, legitimate transactions,
to reconcile conflicting information, and to ultimately reach consensus at regular intervals
about the true state of the ledger in an environment where not all participating nodes can be
trusted (e.g. as during a malicious attack to the network), Bitcoin was the first example, at
scale, of costless verification. It was also the first example of how a secure network could be
bootstrapped without investments by a selected set of ‘network operators’, but by relying
instead on the individual incentives of every participant in the network. As of November 2016,
with a market capitalization of approximately 12 billion US dollars, Bitcoin was not only the
most diffused and secure cryptocurrency, but also an example of how, as the cost of verification
and networking drop dramatically, new types of transactions, intermediation and business
models become available. Now as for June 2018 — total cryptocurrency market capitalization
is approximately 280 billion US dollars and it reached it top in January 2018 with more than
800 billion US dollars.

According to the Forbes statistics, there are over 10 thousand FinTech start-ups and this
number is only rising. During 2010-2015 years annual volume of venture business investments
in this sphere had grown to almost 20 billion dollars. The increase is over ten times more.
Despite such great news these start-ups are only 1 percent of the US financial sector[4]. How
can investors utilize these ideas for their advantage?

First of all, Blockchain solutions in FinTech offer transparency and efficiency, which are
achieved through cryptocurrency usage. The possibility to exchange or transfer money from
one country to another within seconds is very attractive. Unfortunately, real life isn't that easy.
The level of technology is not sufficient enough to cover growing global economy needs in
mobility and innovation.

The key question here is “What cryptocurrencies will take a monopoly of the market
basing on its transaction costs and how fast the transactions are being approved.

It is often argued that “tech giants” that operate centralized platforms are the rent-
extracting monopolists of the 21st century. In the tech space, platforms such as Alibaba record
users’ credit histories and retailers like Amazon maintain ratings for vendors[1,2].

Still, the most demanded segment in FinTech that utilizes Blockchain is the payment
segment. This segment includes FinTechs that offer cryptocurrency solutions as an alternative
solution to typical money or provide exchange services for online payments in cryptocurrency.
By using Blockchain FinTechs are able to issue decentralized cryptocurrencies that can be
easily exchanged into legal means of payment or fiat money, in addition, this is done without
any intermediaries. The best-known cryptocurrency utilizing Blockchain technology in the
FinTech sector is Bitcoin. However, its huge market capitalization was not able to put aside
regular currencies.
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What is Blockchain and how it can be used in FinTechs? With current technology all
transactions can be registered and stored by a huge number of servers simultaneously, thus,
giving extra safety to the whole system. This also makes falsifications almost impossible.

The other problem of cryptocurrencies and Blockchain technology implementation in
FinTech is their uncertain legal status. Governments are only considering the opportunity to
approve legal status of cryptocurrencies and possible usage of Blockchain solutions in their
FinTech sectors.

However, there are already several implementations of Blockchain technology solutions
in Government’s FinTech sector - such as Sweden’s central bank, the Riksbank, intent at a
national cryptocurrency e-Krona launch. They have a good chance to succeed in it. The Sweden
government is trying to build its own official Blockchain cryptocurrency to be more
competitive in growing FinTech sector. Customers will be able to use e-Krona to make small
transactions, thus, changing from real-world currency to digital cryptocurrency. E-Krona will
use Blockchain technology for storing its accounts on different flash cards or maybe centralized
or decentralized database for those purposes. Definitely this will bring more ideas of
Blockchain technology implementation in FinTech.

Blockchain or decentralized ledger can also bring more anonymity to cashless society
(Sweden society is almost a perfect example). This can help cryptocurrencies attract more and
more investors, as they can provide the same level of anonymity as regular cash. Now
centralized intermediaries (banks) cannot provide their customers with sufficient level of data
and asset security, but Blockchain technology can, and this makes FinTech sector even more
attractive.

Interesting examples of Blockchain usage in FinTech are that other “official”
governments issued cryptocurrencies. Most of those solutions were made by cryptocurrency
enthusiasts from different countries such as Iceland, Spain, China, Russia, Estonia, Senegal,
Israel or even Ecuador. As you can see, many governments are considering the opportunity to
create their own cryptocurrency or utilize other Blockchain technologies in their FinTech
spheres.

Another interesting example is Auroracoin. It was released in March 2014, positioning
itself as a replacement for Icelandic Krona. The idea of this cryptocurrency was simple: first
10 million coins should be distributed by Iceland national registry among all people of Iceland
- the rest from regular mining. This Blockchain idea was brilliant as national currency was
depreciating every year. Unfortunately this FinTech solution was not fully implemented.

Those solutions had much in common - all of them were made by cryptocurrency
enthusiasts that wanted to help their respective countries to switch from central bank issued
currency mechanism to the Blockchain FinTech one.

Sadly, some of those solutions were outright scams - like Spaincoin.

Unfortunately, there are still some skeptical opinions claiming that Blockchain FinTech
technology is not ready to be used in the payment system. The Swift’s, Global transaction
payment system, experts believe that huge progress is needed before payment system can be
used to process international banking transactions. Blockchain technology must undergo a
modernization, before trusting it the implementation of cross-border transactions between
global banks amounting to several billion dollars daily. Swift specialists came to this
conclusion after testing new global interbank messaging Blockchain network.

SWIFT, as a part of a FinTech transformation process, is responsible for more than half
of all international money transfers in the world. This corporation had completed work on a
“proof of concept” test system using Blockchain. 34 banks had participated in that project.

This example showed that a lot of most famous financial institutions of the world are
implementing Blockchain complex approaches and technologies in an effort to improve the
efficiency of their work. The current position of the Swift coincides with the similar opinion
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of other world leading banks and financial regulators: “Blockchain technology is too early to
use”. A lot of work is already done and they are not going to stop.

Unfortunately there are serious troubles with ordinary exchanges now - they are
centralized structures, thus, are more vulnerable than the blockchain system. Despite they are
based on some sort of security protocols technology the amount of computers in their network
Is not so big as in regular blockchains such as Bitcoin or Ethereum.

Centralized exchanges are very attractive for hackers, thus, your funds and money on
their accounts are also vulnerable. Hackers just need to access one or two servers and crack
one firewall and get access to banking accounts. Of course this is a hard job but very possible,
especially with current level of IT technologies.

Also, their security measures are obscured and you never know will they be able to do
something in case of hacker attack or not. Plus they can ignore your troubles if they want to.
Operating a regular centralized exchange is like to go on thin ice. You can never know what
can happen.

The role of cryptocurrency exchange and Bitcoins in the emerging multipolar currency
system in the era of digital development is growing every day, this also includes the global
currency system. It is becoming increasingly popular use of electronic money systems, and so-
called money substitutes and of course cryptocurrency exchange because without them you
cannot trade cryptocurrencies.

Money substitutes - cryptocoins substitutes the official forms of money in circulation by
business entities for the purpose of making payments. The common property of money
substitutes is the fact that they function as a means of payment, but do not serve as a store of
value and do not determine the proportion of the exchange of goods (Does not function as a
measure of value). The main reason for the appearance of money substitutes is considered
official currency shortage, which, as a rule, is the result of an excessively tight monetary policy
aimed at the elimination of negative inflation expectations.

One of the types of money substitutes is cryptocurrency, and its most common form -
Bitcoin. In a relatively short time of existence of Bitcoin it is already widespread.

Cryptocurrency exchange and currencies accept payment for goods and services, as well
as freely converted into electronic and real currency in most countries of the world. Cryptocoin
exchange system - is peering payment system which uses the specific name - for example
BitShares DEX, Coinffeine, and OpenLedger, which is a virtual currency not having any
material support. Cryptocurrency exchange is a form of exchange currency market that is
created and operated electronically.

The basic idea of both cryptocurrency and its exchange platforms was the invention of
an independent monetary system that would apply to growing digital market, with a minimal
cost required. It is clear that this currency and cryptocoin exchange is fundamentally different
from all previously created electronic currencies and payment systems. It is not tied to any
physical asset or the official currency, and the price of the digital coins and altcoins - governed
solely by cryptocoin exchange market supply and demand.

The principal elements of the payment system is program - client, which is open source
and an electronic purse. The other important link in cryptochain is of course cryptocoin
exchange where you can sell or buy any cryptocurrency.

Cryptocoin exchange is working as a link between two parties that are going to make a
deal. Operation is confirmed in that case if the participant has the necessary amount of currency
for its fulfillment. There are many online resources offering the creation, exchange and sell of
cryptocurrencies Bitcoins. Here there are some examples Coinbase (USA), Localbitcoins
(Finland), Bitquick (USA), CoinCorner (Isle of Man), Bitrix (USA) and HARO (USA)[3].

Price on the cryptocoin exchange Bitcoin depends entirely on the supply and demand
balance, it is not regulated by anyone. Neither the sharp increase or a sharp drop is not limited,
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as is the case on the stock exchanges by stopping trading. All transactions are done in a
decentralized network, the cryptocoin exchange is entitled to charge cryptocurrency from both
sides and add its commission. Despite this the whole global cryptocurrency system depends on
a centralized cryptocoin exchange for a high extent.

The growing popularity of cryptocoin exchange largely determines its distinctive
properties. Distinctive features of cryptocoin exchange are:

1. Easy registration, anyone can participate in the network;

2. The absence of human factor and all transactions are tightly controlled by the system;

3. The payment system is adapted for use on the Internet;

4. The absence of extra intermediaries, digital money is sent directly between users and
cryptocoin exchange service;

5. Security and increased anonymity because there is no evidence of direct transactions
between you and a counterpart, everything is done through cryptocoin exchange;

6. Inability to block translation, freeze money in the user's purse or roll back the
transaction when it has been already committed,

7. No controlling body cryptocoin price is determined solely by market supply and
demand for each cryptocurrency;

8. The speed and minimum cost during the transaction (not always).

But one of the most important features of the cryptocoin exchange system is its
decentralization. All transactions are done on a special node, and your wallet is also situated
on them. These features peer to peer networks. The English phrase peer to peer just means from
partner to partner (P2P), that is, participants of transactions have equal rights and duties.

Therefore, banks, tax, judicial and other public authorities can not affect any transaction
participants of the cryptocoin exchange system. We must state this again there is no third party
involved in this trade.

But there's always one key point that really matters. It is the speed of transactions, login
time, approval and verification of your account and deposit monitoring. This is the case when
you want to operate Bitcoins - and your transaction can take a couple hours to be approved -
or else you have to pay a huge commision.

Sometimes because of high demand at cryptocurrency exchange the transactions can be
put on hold and new registrations will also be closed - this is all because of blockchain
instability issues and problems with it. But if you don’t touch Bitcoins than you are going to
be ok.

But the good point here is that you can send a huge volume of cryptocurrency via p2p
connection. Also, government authorities will have big problems with associating you with
your anonymous cryptocurrency wallet. This is good and bad issues both - because of such
level of anonymity criminals might use crypto coins or cryptocurrency exchange in their
advantage.

New decentralized cryptocurrency exchanges are being developed now to give us the
opportunity to touch cryptocurrency market and join a huge crypto family.

Despite problems in this segment it is still developing and there are several outstanding
solutions that can help exchange cryptocurrencies fast and safe.

Bitsquare is decentralized cryptocurrency exchange that also contains the blockchain
system and its own type of currency. This is a symbiosis of cryptocurrency and cryptocurrency
exchange approaches. Looks promising, but let’s go on.

Bitshares & Openledger are also developing solutions that offer cryptocoin exchange and
also have their own currency units. They are essentially one solution because work on the same
blockchain, but Openledger is a web-based version of Bitshares.

NXT offers its cryptocurrency and ability of one-way exchange onto it. There is no asset-
to-asset trade.
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CounterParty DEX is also interesting because this system is based on smart contracts.
This protocol works as an escrow for transaction purposes.

Today there is great need for decentralized cryptocurrency exchanges that would allow
users to exchange their cryptocurrency fast, safe and with great anonymity.

But there are still problems with protection of your cryptocoins on cryptocurrency
exchanges, because DAO was hacked and a lot of altcoins were stolen from the wallets.

The mechanism of cryptocurrency exchange is pretty straight forward. Cryptocurrency
exchange operator gives a bid and ask price for each cryptocurrency available and this two
quotes usually differ. The difference between them is operators margin to keep administer
accounts and may be personal if any. If you want to change regular currency such as dollars or
euros for cryptocoins - this is also doable via cryptocurrency exchanges and you would only
need a credit card or a bank account to do so. After you agree on a transaction cryptocurrency
exchange will execute a contract and you will pay for your cryptocoins, afterwards they will
be sent to your cryptowallet.

As cryptocurrency is not 100% legal in all countries of the world you may also encounter
severe troubles if you try to use them. But that is seldom.

One more important thing you ought to know about cryptocurrency exchange is that all
blockchain transactions are irreversible. Once you schedule a deal, had made a transaction -
money cannot be brought back. So keep this in mind if you want to exchange cryptocurrency
and think twice before sending money. And if someone had sent funds to the wrong crypto
wallet than you won’t be able to recover them.

Regular transactions are processed during short period - may be up to 15-30 minutes, but
sometimes when blockchain system is overloaded with transactions you will have to wait for
it to process. Also, some cryptocurrency exchanges can be attacked by hackers, this not to get
access to their transactions, but to hinder its speed.

Cryptocoin exchanges are developing very fast as well as blockchain technology, may
be one day we all going to use only blockchain cryptocurrencies in our life.
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C. O. sIkyooBcbhkuii, M. B. Kupnuenko

POJIb TEXHOJIOT'Ti BJIOKYEWHIB Y PO3BUTKY I'JIOBAJIBHOI'O
PUHKY IHO®OPMAIIMHUX TEXHOJIOTTA TA FINTECH PUHKY B YMOBAX
T'JIOBAJIIBALIL

Y ceimosiu muaykogiu nimepamypi Hemac YHIBEPCANbHO20 GU3HAYEHHS MePMIHA
"FinTech”, koowcen excnepm abo pinancosutl anarimuk 0ae c60€ BUHAYCHHS 8 3ANeHCHOCMI
80 chepu ceoix inmepecis. Y cmammi asmopamu 3anponoHO8AHO GlACHE BU3HAYEHHS MEPMIHY
"FinTech”. V cmammi eusiénreno éniué kpunmosantom ma ceimogy eKOHOMIKY, Wo NOCMIUHO
NOCUTIOEMbCA, OCKINbKU Ha noyamky 2018 p. kanimanizayis punky Kpunmoganiom 00cseid
oinbwt Hine 820 mapo. oonapie CIIIA. Ane sucoxka eoramuibHiCmb Ybo20 PUHKY poOUmMb
KpUnmo8amomu 0yxce pusuKo8aHumu 07 36UYAUHUX MPAH3AKYIU, OCKIIbKU YIiHA HA 8ANIOMY
Modice Pi3Ko 3MIHIOBAMUCS NPOMASOM HEGEeIUKO20 Nepiody Uacy.

Ilepw 3a 6ce, “FinTech” - ye ckopouenuit mepmin, npuitnamuii y cghepi ginancosux
mexnonoeiu. Lleii mepmin 06'eonye komnanii uu ixui npoekmu, sKi UKOPUCTNOBYIOMb CYUACHT
IHHOBAYTIIHI MEXHON02I ma HA0arme iHAHCO8I NOCIYeU a0 THWLE NOCTY2U, SIKI MOJNCYMb OYmu
00'eonani 3 pinancosumu ma MexHONOIHHUMU YITAMU, HANPUKIAO, BUKOPUCTNAHHS MEXHOI02Il
“Blockchain” y “FinTech”. Pesyromamu nposedenoco 0ocniodxcenns tpyHmynomscs Ha
pobomax [Joc. Abaoi, M. bpronnepmetiepa, C. Kamanini, [oc. I'anca, C. Llapga.

Tonoenuti pesytomam yux 0ocniodxceHs nousieae 8 momy, wo mexuonozis Blockchain z
4ACOM 3HUZUMb APMICMb MPAH3AKYIi Matidice 00 HYIb0BO2O 3HAUEHHS, MUM CAMUM 3DOOUSUIU
ix bezkowmosnumu ma mummesumu. Lle 0o3601umMb yCyHymu 36uyauti 6anomu 3i c8imoegoi
EeKOHOMIKU Ma YCYHYymu 0epicagHy MOHONONII0 Ha eunyck 2epouwell. Ilpomunexcui idei
NOAA2AIOMb Y MOMY, WO KPURMOBAIOMU OY0Yymb CnigicCHy8amu 31 36UHAUHUMU 8AIOMAMU MA
3MOACYMb BUKOPUCMOBYBAMUCS lulLe Ol IHMEPHem-mpan3aKyii.

Hosi yuacnuxu yvo2o cexmopy, Kk npasuio, nponoHyoms npooykmu abo nociyeu, sKi €
3pyUHUMU OJIsl KOPUCYBAYIB, 1 GKIIOUAOMb [HHOBAYIUHI MeXHON02iuHi i0ei, AKi € Oinbul
epexmusnumu abo besneynumu. Lfi komnanii 3a3éuuaii € cmapmanamiu.

Texnonozis Blockchain sutiuia na ceimosuii punox ¢ 2015 poyi: éona npusabnrosana
[H6eCmMOopi6 ~ MOJMCIUBUMU — 8APIAHMAMU  BUKOPUCMAHHA — 27100ATbHO  PO3N00INEeH020,
Kpunmozpagiuno 3axuueHo2o, 8iOKpUmo20 peecmpy OaHux y pi3Hux ceKmopax eKoHOMIKU He
MIiTbKYU 34 PpaxyHoxk cmapmanis, ane I 6eIUKUMU QDIHAHCOBUMU MA MEXHONOTUHUMU
KOMNAHIAMU.

V 38’a3ky 3 mum, wo Kpunmoeanromui OIpHCI pa3oM 3 MEXHONOCIEN) ONOKUEUHI8
PO38UBaOMbCsL OysHce WBUOKO, Yell CecMeHm C8IMmo68020 PUHKY NPUBEPMAE Y8az2y GUeHUX ma
nompeoOye nOCMitlH020 00CIIOHCEeHHL.

Knrwowuosi cnoea: 2cnobanvhuii  puHox  iHoOpmayitiHux — mexHonozil, Qinancosa
mexHonociuHa cgepa, yugposuil po3sUMOK, OOMIH 6anom, Kpunmosanitomad, ONOKUYellH,
FinTech, 6imxotin.
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THE INFLUENCE OF THE ACTIVITIES OF MNCS ON THE DEVELOPMENT
OF THE WORLD ECONOMIES

The article considers the theoretical aspects of the transnationalization
processes development, determines the influence of TNCs on the economic development of
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